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OATH OR AFFIRMATION

I, Jose Saa , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Xim Eng Securities IfQA';' Tnc. g , as
of December- 31 ,2005 ; are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

: NIAMIN DAVIDOV- % :
] '7N’0!ary Pasbhc .Siate of New Yotk .
' 01DA6123060
» Quahhed in ngs Coun y
LMy ‘eem‘m Exp ] »

Signature

009 . Chief Financial Officer

Title

~ T

Notary Public

This report ** contains (check ail applicable boxes):
(a) Facing Page. :

(b) Statement of Financial Condition.

(c) Statement of Income (Loss). -

(d) Statement ofﬁhxmmﬁmmxbﬁmm;@ax Cash Flows .

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims’ of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. A

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. . :

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n). Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors of
Kim Eng Securities USA, Inc.

We have audited the accompanying statement of financial condition of Kim Eng Securities USA, Inc. (the
“Company”) as of December 31, 2005. This financial statement is the responsibility of the Company’s
management. Ourt tesponsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America as established by the Auditing Standards Board of the American Institute of Certified Public
Accountants. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements ate free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal contro] over financial reporting. Accordingly, we express no such opinion. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosutes in the financial statements,
assessing the accounting ptinciples used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the statement of financial condition referred to above presents faitly, in all matertal respects,
the financial positon of Kim Eng Securities USA, Inc. as of December 31, 2005, in conformity with
accounting principles generally accepted in the United States of America.

New York, New York
January 27, 2006

60 Broad Street

New York, NY 10004

T 212.422.1000

F 212.422.0144

W www.grantthornton.com

Grant Thornton LLP -2-
US member of Grant Thornton International




Kim Eng Securities USA, Inc.
STATEMENT OF FINANCIAL CONDITION

December 31, 2005
Expressed in United States Dollars

ASSETS

Cash and cash equivalents
Receivable from affiliates
Receivable from customers
Prepaid taxes

Other assets

Total assets

LIABILITIES AND SHAREHOLDER’S EQUITY

Liabilities
Accounts payable and other liabilities
Reserve for income tax contingencies
Fail to recetve

Total liabilities
Shareholder’s equity
Common stock, voting, par value $1; authorized,
. issued and outstanding, 10 shares
Additional paid-in capital
Accumulated deficit
Total shateholder’s equity

Total liabilities and shareholder’s equity

The accompanying notes are an integral part of this statement.

$ 2,397,185
225,896
128,967

971
102,309

$2.855.328

$ 576,402
372,173
128277

1,076,852

—_— il

10
6,499,990

(4.721.524)

1778476

$.2,855.328




Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION

December 31, 2005
Expressed in United States Dollars

NOTE A - GENERAL BUSINESS

Kim Eng Securities USA, Inc. (the “Company”), a wholly-owned subsidiary of Kim Eng Holdings
Limited (the “Parent”), is registered with the Securities and Exchange Commission as a broker-dealer
and is a member of the National Association of Securities Dealers, Inc. The Company engages primarily
in the sale of Singapore, Indonesta, Malaysia, Philippines, Thailand, Hong Kong and Shanghai (“Asian-
based”) securities to U.S. institutional customers. The Company’s results of operations and financial
condition are affected by general trends in the Asian-based economy and financial markets. The
Company is exempt from rule 15¢3-3 of the Securities and Exchange Commission under paragraph
k(2)(1) of that rule.

NOTE B - SIGNIFICANT ACCOUNTING POLICIES
1. Cash and Cash Equtvalents

Cash and cash equivalents include cash and an investment in a2 money matket fund held by a U.S.
financial institution.

2. Securities Transactions

The Company records secutities transactions executed for its customers on a settlement-date basis.
Related revenues and expenses from these transactions are recorded on a trade-date basis.
Transactions denominated in a foreign currency are translated into United States dollars at the
prevailing rates of exchange at period-end.

3. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions in
determining the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements. Actual results could differ from those estimates.




Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2005
Expressed in United States Dollars

NOTE C - CASH SEGREGATED UNDER FEDERAL AND OTHER OBLIGATIONS

Cash of $1,000 at December 31, 2005 has been segregated in a special reserve bank account for the
exclusive benefit of customers and is included in cash and cash equivalents in the statement of financial
condition.

NOTE D - RELATED PARTY TRANSACTIONS

The Parent and affiliated companies with common ownership provide all execution, and research and
settlement services to the Company. Gross commissions from customer transactions are collected by
affiliated companies and are remitted monthly to the Company net of commissions and clearance, and
research and settlement fees. At December 31, 2005, receivable from affiliates of $225,896 represents
net commissions due from affiliates for customer securities transactions.

The Company occupies office space under a noncancellable lease with an affiliate which expires on
March 31, 2006. In addition to base rent, the lease provides for the Company to pay certain operating
expenses. Future aggregate minimum annual rent payments as of December 31, 2005 are $53,487.

NOTEE - NET CAPITAL

As a registered broker-dealer the Company is subject to the Uniform Net Capital Rule 15¢3-1 of the
Securities and Exchange Commission, which requires that the Company maintain minimum net capital,
as defined, to be 6-2/3% of aggregate indebtedness or $100,000, whichever is greater. At December 31,
2005, the Company had net capital of $1,404,170, which exceeded requirements by $1,304,170. The ratio
of aggregate indebtedness to net capital was .77 to 1.

NOTE F - EMPLOYEE BENEFIT PLAN

The Company sponsots a SEP/IRA savings plan in accordance with IRS regulations. All eligible
employees, as defined, may elect to contribute to the plan. The Company matches 100% of the
maximum allowable contributions made by employees.




Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued)

December 31, 2005
Expressed in United States Dollars

NOTE G - INCOME TAXES

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109 (“SFAS No. 109””), which requires an asset and lability approach to financial
accounting and reporting for income taxes. Deferred income tax assets and liabilities are computed
annually for differences between the financial statement and tax bases of assets and liabilities that will
tesult in taxable ot deductible amounts in the future, based on enacted tax laws and rates applicable to
the periods in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce deferred tax assets to the amount expected to be realized. The
tax effect of the temporary differences at December 31, 2005 is as follows:

Deferred tax asset

Net operating loss benefit ' $ 3,539,188
Depreciation 30,390
Less valuation allowance (3.569,578)

Net deferred tax asset $ -

At December 31, 2005, the Cofnpany has carryforward losses which ate available to offset future
Federal and state taxable income. Such losses expire as follows:

Net operating loss Expiration date

$1,370,000 3/31/12
406,000 3/31/13
793,000 3/31/19
478,000 3/31/20
523,000 3/31/21
783,000 3/31/22
1,206,000 3/31/23
811,000 12/31/23
257,000 12/31/24
1,190,000 12/31/25

'$2.817.000

-6-




Kim Eng Securities USA, Inc.
NOTES TO STATEMENT OF FINANCIAL CONDITION (continued) -

December 31, 2005
Expressed in United States Dollars

NOTE H - OFF-BALANCE-SHEET RISK, CONCENTRATION RISK AND
CREDIT RISK

In the notmal course of business, the Company executes, as agent, transactions on behalf of its
customers where the risk of potential loss due to market fluctuations (market risk) or failure of the other
party to the transaction to perform (credit risk) exceeds the amounts recorded for the transactions.
Should a counterparty not fulfill its obligation in any of these transactions, the Company may be
required to buy or sell the secutities at prevailing market prices in the future on behalf of their
customers. The Company is not subject to concentration risk as no one customer represents more than
10% of its revenues.

The Company’s policy is to continuously monitor its exposure to market and counterparty risk through
the use of a variety of financial position and credit exposute reporting and control procedures. In
addition, the Company has a policy of reviewing the credit standing of each customer and/or other
counterparty with which it conducts business.

The Company maintains cash balances at a regulated financial institution in excess of FDIC-insured
limits. However, the Company does not believe that these amounts are exposed to significant nsk.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

To the Board of Directors of
Kim Eng Securities USA, Inc.

In planning and performing our audit of the financial statements and supplementary information of
Kim Eng Securities USA, Inc. (the “Company”) for the year ended December 31, 2005, we considered its
internal control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commisston (the “SEC”), we have
made a study of the practices and procedures followed by the Company, including tests of such practices
and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debit) and net capital under rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of 15¢3-3.

Because the Company does not carry securities accounts for customers or perform custodial functions
relating to customer securities, we did not review the practices and procedures followed by the Company in
any of the following:

1. Making quartetly securities examinations, counts, verifications, and compatisons and recordation of
differences required by rule 17a-13

2.  Complying with the requirements for prompt payment for secunties under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities
of customers as required by Rule 15¢3-3

The management of the Company is responsible for establishing and maintaining mnternal 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 procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
but not absolute assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in accordance with
accounting principles generally accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

=w York, NY 10004
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Because of inherent limitations in internal control or the practices and procedures referred to above, error
ot 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.

Our consideration of internal control would not necessarily disclose all matters in internal control that might
be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. However, we
noted no matters involving internal control, including control activities for safeguarding securities, that we
consider to be 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
Secunties Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes. Based
on this understanding and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2005 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc. and other regulatory organizations which rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and
1s not intended to be and should not be used by anyone other than these specified parties.

%aﬁ’/hm%w LR

New York, New York
January 27, 2006
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