'

|

|

L TR P

LIRS

06 OMB APPROVAL
OMB Number: 3235-0123

Estimated average burden

S§ RITIES AND EXCHA%GE{S hours per response . .. 12.00
RECE‘ A NU 7 SEC FILE NUMBER
(o) MAR 0 1 2006 8-48974
BRANCH o]3 E&g\STRA'“ONS
b o8 EXAMINATIONS FACING PAGE

InfoTmation Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING January 1,2005 ,\penpiNg  December 31, 2005

MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION
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X Certified Public Accountant JUN 1 4 2005

O Public Accountant

O Accountant not resident in United States or any of its possessions. THOMSON
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION

| Stephen Philp

my knowledge and belief the accompanying financial statements and supporting schedules pertaining to the firm of

EIM Securities (USA) Inc. , as
December 31

, swear (or affirm) that, to the best of

of , 2005 , are true and correct. | 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:

/ /—é/
W@W&/
Managing Director
Title

TUART R
Notary Public Notary rl\’lubhc StatAeezli‘snew York
01RAB11
Quanfled in New Yosriagoun

Commission E
Xpire
This report ** contains (check all applicable boxes)September 7, 2008

X (a) Facing Page.
E] (b) Statement of Financial Condition.
(c) Statement of Income (Loss).

El (d) Statement of Cash Flows.
O (e) Statementof Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
O (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and
the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.
X () An Oath or Affirmation.
O (m)} A copyofthe SIPC Supplemental Report.
O (n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.
(o) Independent auditor’s report on internal control.
(p) Schedule of segregation requirements and funds in segregation — customers’ regulated commodity futures

account pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




STATEMENT OF FINANCIAL CONDITION
EIM Securities (USA) Inc.

December 31, 2005
with Report of Independent Registered Public Accounting Firm



EIM Securities (USA) Inc.

Statement of Financial Condition

Year ended December 31, 2005
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ERNST& YOUNG © Ernst & Young uLe @ Phone: (212) 773-3000

5 Times Square www.ey.com
New York, New York 10036-6530

Report of Independent Registered Public Accounting Firm

To the Shareholder of
EIM Securities (USA) Inc.

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

We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material
misstatement. We were not engaged to perform an audit of the Company’s intermal control
over financial reporting. Our audit included 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 of the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the statement of financial condition. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition 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 fairly, in all
material respects, the financial position of the Company at December 31, 2005, in conformity
with accounting principles generally accepted in the United States.

Ganet + LLP

February 24, 2006

A Member Practice of Ernst & Young Global 1




EIM Securities (USA) Inc.

Statement of Financial Condition

December 31, 2005

Assets

Cash $172,202
Due from affiliates ' 393,538
Prepaid expenses 11,453
Other assets 3,300
Total assets $580,493

Liabilities and shareholder’s equity

Liabilities:

Accounts payable and accrued expenses $109,630
Total iabilities , 109,630
Shareholder’s equity:

Capital stock (3,000 shares authorized, issued and outstanding,

no par value) —

Additional paid in capital 451,533

Accumulated earnings 19,330
Total shareholder’s equity 470,863
Total liabilities and shareholder’s equity 4 $580,493

The accompanying notes are an integral part of this statement.




EIM Securities (USA) Inc.

Notes to Statement of Financial Condition

December 31, 2005

1. Organization

EIM Securities (USA) Inc. (the “Company”), a Delaware corporation, is a wholly owned
subsidiary of EIM Holding (USA) Inc. (the “Parent”), which is owned by EIM Holding
Luxembourg SA (“Luxembourg’). The Company is a registered broker-dealer in securities
with the Securities and Exchange Commission and is a member of the National Association
of Securities Dealers. The Company is also registered as an introducing broker with the
Commodity Futures Trading Commission and is a member of the National Futures
Association (“NFA”). The Company was formed for the purpose of acting as a broker in
connection with introducing institutional and accredited investors to persons or entities
seeking to raise capital from such prospective investors and implementing the private
placement of securities. The Company is a (k)(2)(1) broker-dealer and exempt from Securities
and Exchange Commission (“SEC”) Rule 15¢3-3.

2. Summary of Significant Accounting Policies
Use of Estimates

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of the
statement of financial condition. Actual results could differ from those estimates.

Revenue Recognition

Referral fees are recognized on an accrual basis. However, certain referral fees are received
from third-party funds through affiliates. Under those arrangements, accruals are based on
fees received by the affiliates. The accrual does not include fees to be collected from the third
party-funds by the affiliates, given the uncertainty and timing of such payments.

Income Taxes

The Company is included in the consolidated federal and combined state and local income
tax returns of the Parent. The Company accounts for income taxes under Statement of
Financial Accounting Standards No. 109, “Accounting for Income Taxes” on a separate
company basis.




EIM Securities (USA) Inc.

Notes to Statement of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)

Deferred taxes are provided under the liability method as prescribed by FAS 109,
“Accounting for Income Taxes,” whereby deferred tax assets and liabilities are recognized
for temporary differences. Temporary differences are the differences between the reported
amounts of assets and habilities and their tax basis. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not that some
portion or all of the deferred tax assets will not be realized.

3. Income Taxes

On a separate company basis, the Company generated taxable income for federal, state and
local for the year ended December 31, 2005, offset in entirety by prior years’ net operating
loss carry forwards. Since the Company 1s included in the consolidated federal and combined
state and local income tax returns with its Parent, the net operating losses can be used to
offset current and future income generated by the Parent and its subsidiaries.

A deferred tax asset in the amount of approximately $18,713 was recorded and offset against
100% valuation allowance. The Company and its Parent believe that the level of valuation
allowance is sufficient, based on all available evidence, and 1t is more likely than not that the
deferred tax asset will not be realized prior to expiration. Realization of the deferred tax asset
is dependent upon generating sufficient taxable income prior to the expiration of the deferred
tax asset. The valuation allowance decreased $40,506 for the year ended December 31, 2005.

As of December 31, 2005, if the Company filed separate federal, state and local income tax
returns on a stand-alone basis, the Company would have approximately $94,700 of net
operating loss carry forwards for federal, state and local purposes, which will begin to expire
in the tax year ending December 31, 2020.

4. Retirement Plan.

The Company participates in a noncontributory 401 (k) plan, which covers substantially all
employees who have completed three months of service and elect to participate.




EIM Securities (USA) Inc.

Notes to Statement of Financial Condition (continued)

5. Related Party Transactions

The Company receives fees for the referral of investors to offshore hedge funds. These fees
are collected by an affiliate and paid to the Company. The Company also receives fees for the
referral of investment advisory clients to affiliates, and incurs service fees related to these
referrals. As of December 31, 2005, the Company is still owed $200,382 by various affiliates
relating to these referral fees. '

The Company has an expense sharing arrangement with EIM Management (USA) Inc. (the
“U.S affiliate”), a registered investment advisor, whereby certain operating expenses such as
occupancy, travel and entertainment and other expenses are apportioned between the
Company and the U.S. affiliate.

6. Commitments

The Company has an operating lease for its premises, which expires on August 31, 2008.
Minimum future rental commitments for this lease are as follows:

Amount
Year ending December 31:
2006 $ 736,300
2007 255,254
2008 170,169
Minimum future rentals $1,161,723

The leased premises are shared by the Company, its Parent and the U.S. affiliate. The U.S.
affiliate has agreed to incur the entire lease rental commitments.




EIM Securities (USA) Inc.

Notes to Statement of Financial Condition (continued)

7. Net Capital Requirement

The Company, as a registered broker-dealer in securities, is subject to the Uniform Net
Capital Rule (Rule 15¢3-1) of the SEC, which requires the maintenance of net capital which
shall be at least the greater of $5,000 or one-fifteenth of aggregate indebtedness, as defined.
At December 31, 2005, the Company had net capital of $62,572 which was $55,263 in
excess of its required net capital of $7,309. At December 31, 2005, the Company’s ratio of
aggregate indebtedness to net capital was 1.75 to 1.00. The Company is also subject to the
regulatory requirements of the NFA, which requires the maintenance of a minimum net
capital greater than $30,000, as defined. At December 31, 2005, the Company’s net capital
was $32,572 in excess of the NFA requirement. '



