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OATh OR AFFIRMATION

Stephen Kinkade affirm that to the best of my knowledge and heliel the accompanying
financial statements and supplemental schedules pertaining to Fremont Capital Inc Fremont
Capital as of and for the year ended Iecenihcr 31 2009 are true and correct further

affirm that neither Fremont Capital nor any officer or director has any proprietary interest in

any account classified solely as that of customer

ture

t7k02c.4
litle

Subscribed and sworn to

before me this I/1day

February 20

Nilihlic

Noli Pubhc CiNIiji

Moijo Counly
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INDFiFNDENT AUDI1ORS RFPRT

Io the Audit Comiiiittee of

iremont Capital Inc

We have audited the accompanying statement of financial condition of Fremont Capital Inc tile

Company as of December 31 2009 and the related statements of operations changes in stockholders

equity and cash flows for tile year then ended that you are filing pursuant to Rule 7a-5 under the

Securities Exchange Act of 1934 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 in accordance with auditing standards generally accepted ill the United States of

America Ihose standards require that we plan and perform tile audit to obtain reasonable assurance

about whether the financial statements are fiee of material misstatement An audit includes consideration

of internal control over financial reporting as basis for designing audit procedures that are appropriate

in the circumstances hut not for tile purpose of expressing an Opinion Oil tile effctivcrless of the

Companys internal control over financial reporting Accordingly we express no such opinion An audit

also includes examining on test basis evidence supportiilg the amounts and disclosures in the hilancial

statements assessing
the accounting principles used and significant estilllates made by Illallagelllellt as

well as evaluating the overall financial statement presentatioll We believe tilat our audit provides

reasonable basis for our opinion

In our opinion such financial statements present hirly in all illaterial respects tuie financial position of

Fremont Capital Inc as of lecemher 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 tile tin ited States of

America

Our audit was conducted for tile purpose of forming an opillioll Oil the basic financial statements as

whole lhe supplemental schedules appearing on pages 12 and are presented for the purpose of

additional analysis and are not required part of tile basic finatic ial StilteIllelItS but are supplenlentary

inforillation required by Rule 7a5 under tile Securities kxchange Act oh 931 Illese sclledu les are the

responsibility of the ompanys managenlent Such schedules have been subjected to the auditing

procedures appl ied ill our audit of the basic financial statements and in our opinion are ftirly stated in

all material respects when considered in relation to the basic financial statelllelltS takell as whole

As discussed in Note to the financial statenlents the acconlpanying financial statements have been

prepared fionl the hooks and records maintained by tile Conlpany and may not necessarily be indicative

of the conditions that would have existed or tile results of perItiIls if the ompany ilad operated

independently of lremont Investors Inc

icbruary 19 201

Membcr of

Deloitte Touche Tohmatsu



FREMONI CAII1AL INC

SIVFEMENi OF FINANCIAl CON 1FION

Ieseuiber 2009

ASS l1S

.ash and cash equivalents 791 06

Accounts receivable 7272

repa id l1I5s 82

total aSSetS 88 198

JABII ITI ES and STOCK 101 iKItS EQtJIFY

iabi lit

Payaks to relateI parties 403

total liaIilitics 403

Stock holleIs
ity

ommon stock par value $0.01 per share 10000 shares

aUtlorizel 50 shares issuel afll outstanding

in excess of par value 694999

Accumulated deficit 610833

total stOekIlolIerS cuuty 84167

total IiaIilities and stockholders
rjlIiIy 88198

ee otes to lililiiial titoriioiits



FRIiMONF C.AIITAI INC

rATFFNt OF OIFRAII NS
lor the year eiided eeiiilwr 31 200

Adini nistrat ye serviCes expenses ai1 to rclatel Party 5943

legu1atory fees 27

Consulting fees 51 75

Other oterati ng XVflSCS 161

lotal expenses 66045

A5S before fleorne taxes 66045

flOtfie IZIX XlIS 80

Net loss 66R45

See Notes to Ii rlJlhIl StatIflrIItS



FRFMONF AI1TAI IN

SIAIENIENF OF CI IAN IN ST K1 101 ERS lQtJIFV

lor the year ended leeeiiiher 31 2009

in

Common Kxcess of Artirtiiilatcd

Stock Par Val tic Irfiri lotal

Ualancc January 2009 619999 54388 76012

i1itil contribution 75000 7500

Nrt loss 66845 66845

Oajancc crtrnher 2009 499 10833 84167

Sce Notes to liti.uliriiI Sttterietits

-5-



I1REMONI APIFAI INC

SIATIM FNF OI CASt II %VS

For fhe yenr etuled eemher 2OO

flows froni operating activities

Net loss 66R45

Adjustments to reconcile net loss to net cash

used in operating activities

ecrease in accou nts receivable 12695

Increase in 1re1aid cx Irises 623

ecrease in accrued expenses 16247

Increase in ayalIes to related parties 3231

Net ash used iii operating aIivities 6779

Cash flows from financing ativities

ItUI ontrihution Th00

Cash pIoViled by financing LctiViti5 7500

Net increase iii ash and ash equivalents 721

8sh iInil ash uquiValuits igininiuuig of
year

7I R95

ash auiul ash rniiivaIrrits end of
year

79106

See Notes to hnuaroial Stateruuuits

-6-



FIWMONF CAPIFAL INC

NOTES IO FINANCIAL SFATEMENTS
For the Year Ended December 2009

Organization

Eremont Capital Inc the Company was incorporated in Ielaware on February 1993

under the name of Fremont Securities Inc The name was hangcI to Fremont Capi tat Inc

effective April 1993 On June 1993 the was grantel registration as broker

dealer in sec un ties by the Securities anl Exchange Commission SEC pu rsuaiit to Section

15b of the Securities Exchange Act of 1934 1he Company was accepted as nnemcr of the

National Association of Securities lealers Inc now the Financial Industry Regulatory

Authority NRA on July 16 1993 The Companys rinry business is acting as an agent in

the placement of limited partnership interests and providing administrative services to related

parties The Company toes not carry securities accounts for customers

he Company is whollyowned subsidiary of remont Investors Inc the arent he

Company has incurred operating losses and negative cash flows from operations Ihe Company

plans to finance its operations primarily through financing froni its Paremi which has committed

to continue funding the Company as needed through at least December 2010

Significant Accounting Policies

Basis of Accounting

Reven ties anIl CX tns related to selling interests in Ii mi ted partnerships arc recorded ti isn

approval of all required documents for the imitel PamtnwrsIiiI Revenues related to providing

administrative services are recorded as earned wli ile the related expenses are recorded as

incurrel

Management has evaluated subseJ uent even ts through February 19 2010 the ulate the

financial statennen ts were avai table for issuance

Cash and Cash Equivalents

and cash ui valents consist of demand lepoSi account at Wells Fargo Rank .A

The Company classifies all shortterm highly hi1uid imivestiiients with original itiattirities of

three months or less as cash equivalents ltic to the relatively shorttern iiattire of these

investments the carrying value aproxilnatcs fair value

Accounts Receivable

Accounts receivable consists of lelosits in the Reserves Primary hind money market mutual

fund winch is iii the process of lnuidatinig aml periodically redeeming the shareholders as

funds are avail able until all fund assets are distributed Fhie accounts rece valle balance is

stated net of an at lowunce for doubtful accounts balance of 14

Financial Iiislruinents

The Company recorls investments at lair value based on mniarket quoted prits if available

or as estinuate1 by management The Company toes not enter into forwards swaps futures or

other derivative Irohuict transactions that result in offlmlan ces hieet risk The carrying

amounts of other financial instrunients recorded in the Statenuierit of iiniauirial Condition

which iiicluide cash leceivalleS and payables aproxinIate fair value at lerrniiber 2009



FRIMONI C.APIFAL INC

NOTES TO FINANCIAl SFATFM ENTS Cotfi nued

For the Year lnlcI lecembcr 2009

Signilicant Accounting Policies continued

faxes on Income

The Company is member of grou that iIlClLiICS the Parent and files both COnSolidated

federal income tax and combined California franchise tax return nder the tax sharing

agreement with the Parent the Companys current and kfcrrcl tax iabi Ii tics are calculated

as if were separate taxpayer except that the effect grad uated rates is not onsiIerel

leferred income taxes are provided for differences between the financial and tax bases of an

asset or liability that will result in taxable or leluctible amounts in the future years when the

asset or liability is recovered or settled respectively valuation allowance is recognized for

deferred tax assets when it is more likely than not that some portion or all of the deferred tax

asset will not be realized

The Company as member of consol idatel group is subject to examination by federal and

California tax authorities As federal examinations are settled the Company must
report any

results to California in which it has taxfiling requirement as member of combined

grou

nder the uncertain tax position provisions of Accounting Standards Cod heat ion Topic i\SC

740 Incone Taxes the Company evaluates iiiicertii ii tax 1usitiors by reviewing against

apll icable tax law all positions taken by tine Company with respect to tax years for which the

statute of Ii rnitations is still open

Use of Estirinates

The preparation of financial statements in conformity with accounting pn nc Pies generally

accepted in the United States of America requires rnaniagemelit to make esti nnnates and

assumptions that affect the reported amounts of assets anll liabilities and isciosure of

contingent assets and liabilities at the late of the financial statements and the reported

amounts of revenues and cpenes luring the reporting period Actual results 0111 differ

from those estimates

New accounting stanIarls

in July 2006 the linanc ial Accoun ti rig
Standards l3oar lASU issued iinnanc ial

Interpretation llN No 48 Accounting Jr incertainly in Income 7zxes codified

primarily in FASB ASC 740 Income Taxes wh icin clarifies the accounting for uncertainty in

income taxes recognizel in the financial statements in accordance with Statement of hnanciai

Accounting Standards 109 Accounting for Income Taxes cod ihed primarily iii 1ASI3 ASC

740 Income laxes lhiis section of ASC 74 provides that tax benefit from an uncertain tax

position may be recognizcl when it is mole likely than not that tile
position

will be sustained

upon examination including resolutions of any relatel appeals or litigation JroC5SCS based

on the technical merits Income tax positions mmnust rued mimic likely than riot recognition

threshold at the effective date to be recognized upon the adoption of this section of ASC 74
and in subsequent periods This

interpretation
also provides guidance on measurement

lerecognition classification interest anuI jwiialties acOuntinlg in interimni periods disclosure

and transition Fine Company aIoitrI these movisiouis effective January 2009



IRIMONF C.AIIIAL INC

NOIES FO FINANCIAl SiAIEM FNTS Cont tined

lor the Year Ended tecember 3I 200

Significant Accounting Policies continued

New accounting stlmIards continued
Statement of Iinancial Accounting Standards No 165 .Subsequent Events codified primarily

in FASI3 ASC 855 Subsequent Ivents was effective for annual reporting periods ending after

June 15 2009 This standard establishes the accounting for arid disclosure of subsequent

events The Company adopted this standard effective January 2009 and the adoption did

not have material impact on the Companys financial position or results of operations See

note Basis of Accounting for disclosures pursuant to this standard

Regulatory Requirements

As registered brokerdealer with the SEC and member of lINRA the Company is subject to

the SF Uniform Net Capital Rule 15c3 which requires the maintenance of minimum net

capital as defined and of ratio of aggregate indebtedness to net capital not exceeding 15 to

At leccmher 31 2009 the Company had net capital of $82347 which was $77347 in excess

of its required net capital of $5000 and the Companys ratio of aggregate nlelted ness to net

capital was 0.0490 to

lire ourpariy IDes not hold customer funds or securities anti claims exemption hour the

provisions
of Rule 5c33 iasel on Section 2i

Related Party lransactions

lrcmont Group Management related
party to the Parent prov idcs administrative

accotintiurg legal tax and other support services tinder tire terms of an administrative services

agreenremr
For the year ended lecenrlwr 31 2009 these fees totalcl $59430

As of leceniher 31 2009 the Company has recorded payable to tile Patent iii tire anrrount of

$lo3 lhis balance represents payments tirade by the Parent on behalf of the Company for

and it services and California state income taxes

Income lnxes

Effective January 2009 the Company alopted the uncertain tax position provisions of

As 740 /ncome laxes As result of this implementation the Company recognized mro change

in tIre liability for unreognized tax benefits Fhus there is tin corresponding change to tire

January 2009 Aectinniulated lcficit balance

liw Company classifies any liability for unrecognized tax benefits as Other iabilities in the

Statement ml Financial Condition unless payment is expected to occur in one yea or less in

which case lie liability for unrecognized tax benefits is classifieI as lnncouric laxs imiiyahlc

-9-



IREMONT GPITAL INC

NOTES TO FINANCIAL STATEMENTS Cont inied

For tIle Year Ended December 31 2009

Income Inxes continued
As of January 2009 after the implementation of the uncertain tax lrovision guidelines of ASC

740 the Company did not have liability for unrecognized tax benefits Additionally as of

ecernber 2009 the Companys Statement of Fi nanc ml Condition lid not nd uk liability

for unrecognized tax benefits

The Company recognizes interest and penalties associated with the liability for unrecognized tax

benefits as component of Income Tax Expense in the Statement of Operations Upon adoption

of the uncertain tax position provisions
of ASC 740 the Company did riot recognize interest

expense or penalties during the year ended December 2009

Income taxes expense is summarized as follows

Current

Federal -0-

State 800

800

1eferred

Federal -0-

State -0-

-0-

Total 800

At lecembcr 31 2009 deferred tax assets were $256735 while lefcrrel tax liabilities were

$0 lefer red tax assets are attrilnitabte to state and federal net operating ioss carryforwards

NI anagenlent does not believe that the Coinpaiiy has tile ability to titil ize its iiet delerred tax

assets agai list future income anl therefore valuation allowance of $256735 has been

established for those net operating toss carryforwards which are not cXpectel to be real izel

liiis valuation allowance increased $27 191 tiring tue year to reflect the additional liet

operating loss oarryforwarols generated by the Company that arc tiot exfectel to lx realized

Flie Companys effective tax rate differs from the federal statutory rate of 35% in 2009 due

uiaril to the valuation allowance

10



FREMONI IAPIFAL INC
For the Year Ended December 31 2009

SUPILIM ENIARY INIiOIUiATION
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FREMONI CAPITAL INC Schedule

om1mtaion of Ne Capital For Brokers and enlers

Irsuant to Rule 5e3 Under the Serurilies Fxeliitiige Ac of 1934

as of eeemlwr 2009

Computation of Net Capital lIuirtmnetlIs

total stockhollers equity from Statement of huanrial onditioti 84167

id eX nses 820

Ientati ye net capital 82347

ASS haircuts on securities owned

Net capital 82347

Mininiutn net capital requirement of 2/3% of aggregate

nlebtelness $269 or $5000 whichever is greater 500

CSS net capital 77347

Aggregate lebtedness

Payahles to related parties 43

lot aggregate fl le ru ss 403

Ratio of aggregate iuleltrdlless to ilet capital .049 to

No material lf fete tires exist between tile above iriforniation arid tire oIilJIltatIoIi irnIuded

in tile Companys ulaulitel ICIJS Report filing as of ecemiiber 31 200

-12-



Schedule

FRFMONI CAPIIAL INC

COM IUTATION FOR IETERM INATION OF ESERVE EQUI EM ENIS

OR BROKER- IEALERS UNIER RULE 5c3-3

Under the Securities Exchange Act of 1934

Eor the Year Ended December 2009

An exemption from Rule 15c33 is claimed based upon Section k2

13



FREMONI CAPITAL INC

REIORT 01 INIEPENDENI AUIITORS

ON INTERNAL CONTROL REQUIREI BY

SIC RULE 7a5

Under the Securities Exchaiige Act of 1934

For the Year Ended Ieeemher 31 2009



Del tte Deloitte

50 Fremont Street
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USA
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www.deloitte.com

Iebruary 19 2010

Fremont Capital Inc

199 Fremont Street

San Francisco CA 94105

In planning and perfbrming our audit of the financial statements of Fremont Capital Inc the

Company as of and for the year ended December 31 2009 on which we issued our report

dated February 19 2010 and such report expressed an unqualified opinion on those financial

statements and included an explanatory paragraph regarding the preparation of the books and

records maintained by the Company in accordance with auditing standards generally accepted in

the United States of America we considered the Companys internal control over financial

reporting internal control as basis fr designing our auditing procedures for the purpose of

expressing an opinion on the financial statements hut not fr the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we do not express

an opinion on the effectiveness of the Companys internal control

Also as required by Rule 7a5g under the Securities Exchange Act of 1934 we have made

study of the practices and procedures including tests of compliance with such practices and

procedures followed by the Company that we considered relevant to the objectives stated in

Rule 7a5g in making the periodic computations of aggregate indebtedness and net

capital under Rule 7a3a 11 in making the quarterly securities examinations counts

verifications and comparisons and the recordation of differences required by Rule 7a 13 in

complying with the requirements for prompt payment for securities under Section of

Regulation of the Roard of Governors of the Federal Reserve System and fr determining

compliance with the exemptive provisions of Rule 5c33

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and pmocedurcs refrred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the abovementioned objectives set by the Securities and Exchange ommission theSF lwo of the objectives of internal contiol and the practices and procedures are to provide

management with reasonable hut not absolute assurance that assets fr which the ompany has

responsibility are sa1guarded against loss from unauthorized use or disposition and that

Member of

Deloitte Touche Tohmatsu



transactions are executed in accordance with managements authorization and recorded properly

to permit the preparation of financial statements in conformity with generally accepted

accounting principles Rule 7a-5g lists additional objectives of the practices and procedures

listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them

to fUture periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deJlcienty in internal control exists when the design or operation of control does not allow

management or employees in the normal course of perfOrming their assigned functions to

prevent or detect and correct misstatements on timely basis signifIcant deJIciency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identif all deficiencies in internal control that might be

material weaknesses We did not identif any deficiencies in internal control and control

activities fOr safiguarding securities that we consider to he material weaknesses as defined

above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate fOr its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at lecember 31 2009 to meet the SECs objectives

Ihis report is intended solely for the infOrmation and use of management the SF Financial

Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a5g
under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers and is

not intended to he and should not be used by anyone other than these specified parties

Yours truly
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