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INDEPENDENT AUDITOR’S REPORT

To the Director and Stockholder of
Banorte Securities International, Ltd.:

We have audited the accompanying statement of financial condition of Banorte Securities
International, Ltd., an indirect wholly owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V. (the
"Company"), as of December 31, 2006, that you are filing pursuant to Rule 17a-5 under the
Securities Exchange Act of 1934. This financial statement is the responsibility of the Company's
management. Our responsibility 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. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is 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 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 financial statement, assessing the accounting principles 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, such statement of financial condition presents fairly, in all material respects, the

financial position of Banorte Securities International, Ltd. at December 31, 2006, in conformity with
accounting principles generally accepted in the United States of America.

Detoctty ¢ Touche LLP

February 26, 2007

Member of
Deloitte Touche Tohmatsu




BANORTE SECURITIES INTERNATIONAL, LTD.
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

Statement of Financial Condition
As of December 31, 2006

Assets
Cash and Cash Equivalents
Securities Owned—At fair value ($6,027,420 held at clearing broker)
Due from clearing broker
Accounts Receivable
Furniture, equipment, software and leasehold improvements
(net of accumulated depreciation of $851,776)

Income Tax receivable
Prepaid Expenses
Total Assets

Liabilities and Stockholder's Equity

Liabilities

Accrued compensation

Accounts payable and accrued expenses
Deferred tax liability

Total Liabilities

Stocholder's Equity

Common stock (no par value, 200 shares authorized, 50 shares issued
and outstanding)

Additional paid-in capital

Accumulated surplus

Total stockholder’s equity

Total Liabilities and Stockholder's Equity

See notes to financial statements

2006
$ 142,668
6,151,324
622,854
531,349
749,471

257,004

40,625
$ 8,495,295

$ 464,793
291,142

164,178

920,113

500
5,675,474

1,899,208
7,575,182

$ 8,495,295




BANORTE SECURITIES INTERNATIONAL, LTD.
(An indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V.)

®
- NOTES TO FINANCIAL STATEMENT AS OF
DECEMBER 31, 2006
Py 1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Banorte Securities International Ltd. (the “Company”), an indirect wholly-owned subsidiary of Casa

de Bolsa Banorte, S.A. de C.V. (“Bolsa”), is a New York corporation which was organized in February

1992 and commenced operations in August 1993. The Company trades in Mexican and U.S. securities,

primarily on the Mexican stock exchange and the over the counter markets. The Company is an
® introducing broker-dealer.

All domestic securities transactions are cleared through clearing brokers on a fully disclosed basis and,

accordingly, the Company does not carry securities accounts for these customers or perform custodial

functions relating to their securities. The Company is registered with the Securities Exchange

Commission and is a member of the National Association of Securities Dealers. Due from clearing
o brokers consists primarily of cash balances held at the clearing brokers.

The Company defines cash and cash equivalents as highly liquid investments with original maturities of
three months or less at the time of purchase, other than those held for sale in the ordinary course of
business.

o Furniture, equipment, software and leasehold improvements are recorded at cost, net of accumulated
depreciation and amortization. Furniture, equipment and software are depreciated on a straight-line basis
over the estimated useful life of three to five years. Leasehold improvements are amortized on a straight-
line basis over the lesser of their economic useful lives or the terms of the underlying lease.

Securities transactions of the Company and the related revenues and expenses are recorded on a
trade-date basis. Securities owned are stated at market value or at management’s estimated fair value.
Net realized and unrealized gains and losses are reflected in trading in the statement of income.

The preparation of the financial statement in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect the

o reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements. Actual results could differ from those amounts.

At December 31, 2006, substantially all of the Company’s financial instruments are carried at fair value
or amounts approximating fair value.

o Assets and liabilities denominated in foreign currencies are translated at year-end rates of exchange.

In June 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109 (“FIN 48”).
FIN 48 clarifies the accounting for uncertainty in income taxes recognized in a Company’s financial
statements and prescribes a recognition threshold and measurement attribute for the financial statement
o recognition and measurement of a tax position taken or expected to be taken in a tax return. FIN 48 also
provides guidance on derecognition, classification, interest and penalties, accounting in interim periods,




disclosure and transition. FIN 48 is effective January 1, 2007. The adoption of FIN 48 is not expected to
have a material impact on the Company’s financial position.

In September 2006, the FASB issued Statement No. 157, Fair Value Measurements (“SFAS No. 1577).
SFAS No. 157 defines fair value, establishes a framework for measuring fair value and enhances
disclosure about fair value measurements. SFAS No. 157 is effective for financial statements issued for
fiscal years beginning after November 15, 2007 and interim periods within those fiscal years, with early
adoption permitted. The provisions of SFAS No. 157 are to be applied prospectively, with some
exceptions. The Company is currently evaluating the potential impact of adopting SFAS No. 157 on the
Company’s financial statement.

In January 2007 the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities. This statement was issued with the intent to provide an altemative measurement
treatment for certain financial assets and liabilities. The alternative measurement would permit fair value
to be used for both initial and subsequent measurement, with changes in fair value recognized in
earnings as those changes occur. This “Fair Value Option” would be available on a contract by contract
basis. The effective date for this statement is the beginning of each reporting entity’s first fiscal year that
begins after November 15, 2007. SFAS No. 159 also allows an entity to early adopt the statement as of
the beginning of an entity’s fiscal year that begins after the issuance of this statement, provided that the
entity also adopts all the requirements of SFAS No. 157 “Fair Value Measurements.” The Company is
currently assessing the impact adoption may have on its financial statement.

SECURITIES OWNED

Details of securities are as follows:

Government Bonds $ 1,039,935
Money Market Funds ' 4,284,375
Mutual Funds 260,074
Common Stocks 326,635
Commercial Paper 116,400
Certificate of deposit 123,905

6,151,324

Securities which are held at a clearing broker can be sold or repledged by the holder. At December 31,
2006, $6,027,419, of the Company’s securities are deposited with a clearing broker and are available for
hypothecation.




3. RELATED-PARTY TRANSACTIONS
The Company entered into an agreement with certain affiliates, under common ownership with the

Company, for the use of certain technical, administrative, marketing and distributive services and also a
proprietary trading system. Detail of related party transactions and balances are as follows:

Parent Company:
Accounts payable and accrued expenses 159,202
Due from clearing broker 16,578

Related Companies:
Due from clearing broker 121,988

4. FURNITURE, EQUIPMENT, SOFTWARE AND LEASEHOLD IMPROVEMENTS

Details of furniture, equipment, software and leasehold improvements are as follows:

Equipment $ 336,420
Furniture and fixture 262,226
Leasehold improvements 504,979
Software cost 497,623
1,601,248

Less: accumulated depreciation (851,776)
$ 749472

5. INCOME TAXES

The Company is subject to regular examinations by tax authorities. The Company regularly assesses the
likelihood of additional assessments resulting from these examinations.

The effective rate differs from the Federal statutory rate primarily due to the effects of state and local
taxes. At December 31, 2006, the Company had a deferred tax liability of $164,178, which is
attributable to timing differences with regard to depreciation of fixed assets.




6.

COMMITMENTS AND CONTINGENCIES

The Company leases a space under a lease agreement. Future minimum lease payments, at
December 31, 2006 are:

Years Ending

December 31

2007 $ 444,000
2008 454,505
2009 469,212
2010 469,212
2011 and more 1,176,450

$_3.013379

In the normal course of business, the Company’s clearing broker is exposed to risk of loss on customer
transactions in the event of a customer’s inability to meet the terms of its contracts. The clearing broker
may have to purchase or sell securities at prevailing market prices in order to fulfill the customer’s
obligations. The Company has agreed to indemnify the clearing broker for losses that the clearing broker
may sustain from the customer accounts introduced by the Company. The Company has no maximum
amount because this right applies to all trades executed through the clearing broker. At December 31,
2006, the Company has not recorded any liabilities with regard to the right. The Company has the ability
to pursue collection from or performance of the counterparty.

OFF-BALANCE-SHEET RISK

A substantial portion of the Company’s assets are held at a clearing broker. The Company is subject to
credit risk should the clearing broker be unable to fulfill these obligations.

Financial instruments sold, but not yet purchased resulting from certain unmatched principal transactions
represents obligations of the Company to purchase the specified financial instrument at the current
market price. Accordingly, although these are generaily short-term in nature, these transactions result in
off-balance-sheet risk as the Company’s ultimate obligation to purchase financial instruments sold, but
not yet purchased, may exceed the amount recognized in the Statement of Financial Condition. At
December 31, 2006, the Company did not have any financial instruments sold, but not yet purchased.

REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s (“SEC”) Uniform Net Capital
Rule (the “Rule”) and has elected to compute its net capital under the Basic Method of this Rule. This
Rule requires that the Company maintain minimum net capital, as defined, equal to the greater of
$100,000 or 6-2/3 percent of aggregate indebtedness, as defined. At December 31, 2006, the Company
had net capital of $5,725,912 which was $5,625,912 in excess of its required net capital respectively.
The Company’s aggregate indebtedness to net capital ratio was 0.16 to 1.




The Company is exempt from the provisions of SEC Rule 15¢3-3 under paragraph (k)(2)(ii).

All customer transactions are cleared on a fully disclosed basis through a clearing broker. Effective
® December 6, 2006, the Company withdrew its membership from the National Futures Association.

* % ¥ ok k%




Deloitte.

Deloitte & Touche LLP

Two World Financial Center
New York, NY 10281-1414
USA

Tel: +1 212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

February 26, 2007

Banorte Securities International Ltd.
540 Madison Avenue
New York, NY 10022

In planning and performing our audit of the financial statements of Banorte Securities International Ltd.,
an indirect wholly-owned subsidiary of Casa de Bolsa Banorte, S.A. de C.V. (the "Company") as of and
for the year ended December 31, 2006 (on which we issued our report dated February 26, 2007), in
accordance with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) as a basis for designing our
auditing procedures for the purpose of expressing an opinion on the consolidated financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the Company's intemal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we have
made a study of the practices and procedures followed by the Company, including consideration of
control activities for safeguarding securities. This study included tests of compliance with 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 and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
verifications, and comparisons, and the recordation of differences required by Rule 17a-13 or in
complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System, because the Company does not
carry securities accounts for customers or perform custodial functions relating to customer securities.

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 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
staterments in conformity with generally accepted accounting principles. Rule 17a-5(g) 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.

Member of
Deloitte Touche Tohmatsu




A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
15 more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal contro! that might be material
weaknesses. We did not identify any deficiencies in internal control and 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
Securities 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,
as described in the second paragraph of this report, were adequate at December 31, 2006, to meet the
SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934
in their regulation of registered broker-dealers, and is not intended to be and should not be used by
anyone other than these specified parties. '

Yours truly,

Detoitty ¢ Toucka LLP

END




