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Report of Independent Auditors

To the Board of Directors and Stockholder of

Schroder Fund Advisors Inc

In our opinion the accompanying statement of financial condition and the related statements of

operations changes in stockholders equity and cash flows present fairly in all material respects the

financial position of Schroder Fund Advisors Inc the Company at December 31 2009 and the

results of its operations and its cash flows for the year then ended in conformity with accounting

principles generally accepted in the United States of America These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on these

financial statements based on our audit We conducted our audit of these statements in accordance

with auditing standards generally accepted in the United States of America Those standards require

that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statements assessing the accounting principles

used and significant estimates made by management and evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained on pages and 10 is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and in Oflr

opinion is fairly stated in all material respects in relation to the basic financial statements taken as

whole

February 25 2010



Schroder Fund Advisors Inc

Statement of Financial Condition

December 31 2009

Assets

Cash $1232993

Receivable from parent 123213

Receivable from affiliated companies 54003

Pre paid regulatory fees 27326

Accrued income 8902

Total assets $1446437

Liabilities and stockholders equity

Liabilities

Due to parent $146862

Due to affiliated companies 25104

Accrued expenses 32925

Total liabilities $204891

Stockholders equity

Common stock no par value 200 shares authorized 100 shares

issued and outstanding 10000

Additional paid-in capital 1159943

Accumulated surplus 71603

Total stockholders equity 1241546

Total liabilities and stockholders equity $1446437

The accompanying notes are an integral part of these financial statements



Schroder Fund Advisors Inc

Computation of Determination of Reserve Requirements and Information

Relating to Possession or Control Requirements for Brokers and Dealers Under

Rule 15c3-3 of the Securities and Exchange Commission

December 31 2009 Schedule II

Organization and nature of operations

Schroder Fund Advisors Inc the Company is wholly owned subsidiary of Schroder

Investment Management North America Inc the Parent The Parent is wholly owned

subsidiary of Schroder US Holdings Inc which is wholly owned by Schroders plc The

Company was incorporated on February 17 1989 and is registered broker-dealer with the

Securities and Exchange Commission and member of the Financial Industry Regulatory

Authority Inc FINIRA The Company principally provides underwriting administrative and

shareholder support services necessary for the operations of affiliated investment funds

Significant accounting policies

In June 2009 the FASB issued FASB ASC 105-10 The FASB Accounting Standards

Codification and the Hierarchy of Generally Accepted Accounting Principles formerly SFAS

168 FASB ASC 105-10 replaces the SFAS 162 The Hierarchy of Generally Accepted

Accounting Principles and establishes the FASB Accounting Standards Codification

Codification as the source of authoritative accounting principles recognized by the FASB to

be applied by non-governmental entities in the preparation of financial statements in conformity

with GAAP The Codification became the exclusive authoritative reference at September 30
2009 Updates to the Codification Standards are issued as Accounting Standard Updates

ASUs by the FASB The adoption of the Codification does not impact the Companys
financial statements except for references made to authoritative accounting literature in the

footnotes

Cash

Cash is on deposit at Citibank The Company maintains its cash at financial institution which

at times may exceed federally insured limits The Company has not experienced any losses in

such accounts with this financial institution and believes it is not subject to any significant credit

risk on cash

Related party transactions

The Company earns certain 12b-1 fees from affiliated mutual funds Such amounts earned

during the year ended December 31 2009 were $72945 The Company is reimbursed by the

Parent for costs less 12b-1 fee income plus 5% uplift Such reimbursement was $1121422 for

the year ended December 31 2009 Salaries and general and administrative costs of the

Company are borne by the Parent and allocated to the Company The amounts are included in

regulatory and professional fees and other expenses on the Statement of Income

Income taxes

The Company has tax sharing agreement with its Parent and Schroder US Holdings Inc This

agreement generally provides that the Companys income tax expense be determined on

separate company basis except for intercompany transactions which are eliminated The

Companys operations do not give rise to temporary differences Accordingly the Companys
tax expense benefit is cunently payable receivable

The accompanying notes are an integral part of these financial statements



Schroder Fund Advisors Inc

Computation of Determination of Reserve Requirements and Information

Relating to Possession or Control Requirements for Brokers and Dealers Under

Rule 15c3-3 of the Securities and Exchange Commission

December 31 2009 Schedule II

Income taxes continued

The Companys taxable income is included in the consolidated U.S federal income tax return of

Schroder US Holdings hc and in combined state and local tax returns with certain affiliates of

Schroder US Holdings Inc Federal state and local income taxes are provided for on separate-

company basis

Income taxes consist of the following

Federal $20331

State and local 3941

Total $24272

For the year ended December 31 2009 the Companys effective tax rate was 44% The

difference between the Federal statutory rate and the Companys effective rate is generally

attributable to State and local taxes

Effective January 2009 as required the Company revised its method of accounting for

income tax uncertainties This new methodology prescribes specific recognition and

measurement guidance with respect to income tax positions taken or expected to be taken for

income tax reporting purposes In order to recognize income tax benefits the Company must

conclude that it is more-likely-than-not that the position will be sustained if examined by the

IRS Interest expense related to uncertain tax positions are included in the Companys provision

for income taxes Penalties if any are included as component of general and administrative

expenses

As of January 2009 the Company did not have any potential exposure for tax interest or

penalties related to uncertain tax positions There was no significant change to the uncertain tax

positions for the year ended December 31 2009 The Company does not believe there will be

any material changes in its unrecognized tax positions over the next twelve months

Regulatory capital requirements

The Company is subject to the Securities and Exchange Commissions Net Capital Rule 15c3-1

which specifies uniform minimumnet capital requirements for all registered brokers and dealers

The Companys aggregate indebtedness as defined shall not exceed 15 times net capital as

defined As of December 31 2009 the Company had net capital as defined of $1151315
which was $1145870 excess of its net capital requirement of $5445 and its ratio of aggregate

indebtedness to net capital was 0.07 to

The Company has claimed exemption from the provision of the Securities and Exchange

Commissions Rule 15c3-3 pursuant to the k2i exemptive provision as the Company does

not hold funds or securities for or owe money or securities to customers

The accompanying notes are an integral part of these financial statements



Schroder Fund Advisors Inc

Computation of Determination of Reserve Requirements and Information

Relating to Possession or Control Requirements for Brokers and Dealers Under

Rule 15c3-3 of the Securities and Exchange Commission

December 31 2009 Schedule II

Subsequent Events

Management has evaluated the events and transactions that have occurred through February 25

2010 the date the financial statements were issued and noted no items requiring adjustment of

the financial statements or additional disclosures

The accompanying notes are an integral part of these financial statements


