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OATH OR AFFIRMATION

I, Justin Dalmolin . swear (or afﬁrm)lthat, 1o the best of

my knowledge anld belief the accompanying financial statement and supporting schedules pertaining to/the firm of
G}.oba'l Strategic Investments, LLC : » 88

of December 31 .20 06 , are true and correct, 1 further swjear {or affirm) that

. | . . . . . TR
neither the company nor any partner, proprictor, principal officer or director has any proprictary interest in any account

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

i i —

s f& ;i Commission # DD519557 Signature %
434: * Expires February 16, 2010 — ' %

Bonded Troy Fain  nsurance, nc. 500-385.7018 C#O

. Title i
< y 3
Notary Publgb

This report ** comams (check all applicable boxes):
(a) Facing P?ge
(b) Statement of Financial Condition.

(¢) Statemen’t of Income (Loss).

p 5

.

E (&) Statement of Changes in Financial Condition. ‘

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

O o Statement of Changes in Liabilities Subordinated to Claims of Creditors. '
pY
O
o
),
O
.
O

(g} Computat:on of Net Capital.

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

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

0 A Reconc-lllanon including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computat:on for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. 1

(k) A Recom iliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consohdatlon 1

(I) An Qath or Affirmation. X

i

(m) A copy ofthe SIPC Supplemental Report.

a

X (o) ﬁﬁepaﬁsrrtmdlmrskaportmhmenHIMmlmnredtySBJRﬂeﬂaé
** For conditions ofconfdenna! treatment of certain portions of this filing, see section 240.17a-5(e)(3),

e LA | Elnieda Telfer-Sinclair ’L// ; B

{n) Areport descrlbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
!

¥

To the Mernblers | '
Global Stratzgic Investrnents, LLC . | ‘i

We -have audited the accompanying consohdated statement of ﬁnanc1al condition I.of Global Strategic
[nvestments, LLC (the “Company”) as of December 31, 2006, and the related consolidated statements of
operations, ch'anges in members’ equity and cash flows for the year then ended that you!;":tre filing pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934. These financial statements are;the responsibility of
the Companv s management. Our responsibility is to express an opinion, lon these financial statements based
on our audit. ‘ }
| |
We conducted our audit in accordance with auditing standards generall‘y accepted 1n the United States of
America. Those standards require that we plan and perform the audit to:obtam reasonalble assurance about
-whether the financial statements are free of material misstatement. An audlt includes exa.rmrung, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the| accounting principles used and significant estimates n‘made by mana“gement as well as
‘evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion. . |l
. l - _' .

. Inour Oplmon the consolidated financial statements referred to above present fau'ly, in all haterial respects,

- the consohdated financial position of Global Strategic Investments, LLC as of Decemb‘er 31, 2006, and the

results of its operatlons and its cash flows for the year then ended in confonmty with aecountmg principles
generally accepted in the United States of America. g ; !1

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial
i

statements taken as a whole. The supplementary information on pages 19 and 201s presented for purposes of

additional analy31s and 15 not a required part of the basic consohdated ﬁnan(:lall statements, but is

supp]ementaw information required by Rule 17a-5 of the Securltles Exchange Act of 1934. Such

information hias been subjected to the auditing procedures applied in our audit of the basic consolidated

financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
consolidated financial statements taken as a whole. |

PI J

| .

MWW Brner é’?‘} °d’;”ﬁ7 &= |

Miami, Flonda
March 24, 2007

[ oy
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GLOBAL STRATEGIC INVESTMENTS, LLC ;

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION :
DECEMBER 31, 2006

ASSET | i
1 i
CASH | _ % 890,801
| .
|
RECEIVABLES FROM BROKER-DEALERS ‘
AND CLEARING ORGANIZATIONS i 548,859
[ :
DEPOSITS WITH CLEARING ORGANIZATIONS | 524,688
PROPERTY AND EQUIPMENT, NET 193.910
OTHER ASSETS N
Other recéjvables : 16,401
Prepaids and other assets ' 365,194
Due fromirelated parties 111,301
Purchase deposit 5 338,214
Customer|list 3,666.638
| § 6,656,006

I
|
LIABILITIES AND MEMBERS’ EQUITY

LIABILITIES ,
Accounts !payable and accrued expenses ' S 769,481
Payable t(‘i broker-dealers and clearing organizations ‘ 16,852
Due to rellated parties ' 236,268
Taxes pa),;able 331,207
Employeels’ benefit payable 203.461

| ‘
TOTAL LIABILITIES , 1,557,269

MINORITY INTEREST | 77,338

COMMITMENTS AND CONTINGENCIES (NOTES 7 and 11) l
MEMBERS’ EQUITY | 5.021.399

§_ 6.656.006

The accompanying notes are an integral part of these consolidated financial statements.
b
‘ 2.
\

‘ : Ii



GLOBAL STRATEGIC INVESTMENTS, LLC \

CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2006

|
|

|

NET INCOME

The accompanying notes are an integral part of these consolidated financial statements.

I

3.

REVENUES |

Commissions-‘and trading profiis 1 $ 11,352.269
Interest and dividends 371,369
Miscellaneou%; revenue 75,866

TOTAi_L REVENUES ‘ 11,799.504
EXPENSES | |
" Commissions ! 7.028.093
Salaries i 1,754,431
Management fee ~ related party ‘ 430,915
Clearing charpes . 212,148
Rent ! 462,767
Professional fees : 263,404
Communicatidns 165,913
Quotations anjd research ‘ 168,868
Travel and entertainment | 179,879
Interest . 97.397
Depreciation 4nd amortization ;f 80,889
Insurance ‘ 30,820
Other general and administrative : 835,484
. TOTA}L EXPENSES 11,711,008
NET []NCOME BEFORE MINORITY INTEREST : :
IN NET LOSSES OF CONSOLIDATED SUBSIDIARIES ; 88,496
MINORITY INTEREST IN NET LOSSES OF ;
CONSOLIDATED SUBSIDIARIES i 16.443

—_—




GLOBAL STRATEGIC INVESTMENTS, LLC

CONSOLIDATED STATEMENT OF CHANGES IN MEMBERS® EQUITY
FOR THE YEAR ENDED DECE

MBER 31, 2006

|

|
|
|
!
|
|
|

MEMBERS® EIQUITY AS OF JANUARY 1, 2006

I
Issuance of common siock

Capital contributions

Comprehensive loss:
Net income

Change in cumulative foreign currency
translation adpistment

Total c|omprehensivc foss

Capital withdrawals

MEMBERS’ EIQUITY AS OF DECEMBER 31, 2006

The accompany'ing notes are an integral part of these consolidated financial statements.

4

§ 4763.866
300,154
342,314

651468
104,939

(223,891)
118.952
(274.983)
$_ 5021399



GLOBAL STRATEGIC INVESTMENTS, LLC

CONSOLIDATED STATEMENT OF CaSH FLOWS
FCR THE YEAR ENDED DECEMBER 31, 2006

!

|

}

?
CASH FLOW S FROM OPERATING ACTIVITIES
Net mcome j g 104.939

Adjustmems 1o reconclle nel income to nei cash
provided bv operating activities

De:premanon and amortization ; 80,889
Minority Jmcres1 in net losses of consolidated subsidiaries ' (16,443)
Share based compensation : 309,154
Changes i in operating assets and liabilities: j
Recewables from broker-dealers and clearing organizations L (132,312)
Dcposns| with clearing organizations 1 (238)
~Other recl.ewables prepaids and other assets A (48,701)
Account; pavable and accrued expenses : (74,601)
Payable to broker-dealers and clearing organizations ; 11,211
Dueto rt,lated parties 236,268
Taxes payable f 331,207
Employe.cs benefit pavable . 203.461
T(?TAL ADJUSTMENTS S 899.895
N]TET CASH PROVIDED BY OPERATING ACTIVITIES : 1.004.834

|
CASH FLOWS FROM INVESTING ACTIVITIES
Advances to related party, net . (78,227)

Capital expenditures l 7.246
NET CASH USED IN INVESTING ACTIVITIES | (70.981)
CASH FLOWS FROM FINANCING ACTIVITIES ' :
Member C(f)ntributions ' 342,314
Member distributions ' 1 (274.983)
NET CASH PROVIDED BY FINANCING ACTIVITIES 67.331

EFFECT OF EXCHANGE RATE CHANGES ON _

CASH AND CASH EQUIVALENTS : (223.891)
NET INCREAESE IN CASH AND CASH EQUIVALENTS 777,293
CASH AND dASH EQUIVALENTS — BEGINNING OF THE YEAR 113,508
CASH AND CASH EQUIVALENTS — ENDING OF THE YEAR ‘ s 890,801

The accompanying notes are an integral part of these consolidated financial statements.

1
-5- !

o |
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GLOBAL STRATEGIC INVESTMENTS, LLC |

CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
FOR THE YEAR ENDED DECEMBER 31, 2006

i
)

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION: ;

Interest paid : by 97,397
|
[}

| ;

SUPPLEMEN';TAL SCHEDULE OF NON-CASH
INVESTING AND FINANCING ACTIVITIES:

During the yeajl ended December 31, 2006, the Company incurred a total of $309,154 in compc::llsamn costs relating to
share based compensanon that vested and was exercised during the vear. There was no cash recen ed by the Company
as a result of this transaction (Note 13), :

1

The accompanying notes are an integral part of these consolidated financial statements.

| -6-




GLOBAL STRATEGIC INVESTMENTS, LLC ?

; NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

!
| :
NOTE 1  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES !

| | *

Pesaription of Business and Organization

|Global Strategic Investments, LLC (the “Company”) is registered “ith the Securities and
Exchange Commission (“SEC”) as a broker-dealer. The majonry ofthe Companv s customers
|are primarily from Latin America. The Company’s membershlp in the National Association of
ISccunUes Dealers, Inc. (*“NASD”) became effective Junei§, 2002. i

1
1

Basis of Presentation i

[The consolidated financial statements include the accounts of Global Strateglc Investments,

LLC and its majority owned foreign subsidiaries (See Note 2). The Company is engaged in a
‘smgle line of business as a securities broker-dealer, v»h]ch oompnselzs several classes of
services, including principal transactions, agency transactions, a.nd participation in
underwntmg All material intercompany balances and transacnons are eliminated in
‘consolidation. The Company does not have any special purpose entities whose financial results

1au'f: not included in the accompanying consohdated financial statementsl

&Govemment and Other Regulation
‘The Company’s business is subject to significant regulatioh by various governmental agencies
|arld self-regulatory organizations, including the SEC and the NASD. Such regulation includes,
among other things, periodic examinations by these regulaltory bodies to dletermme whether the
Company is conducting and reporting its operations in accordance jwith the applicable

I
requirements of these organizations. _ 1
]

!Cash and Cash Equivalents

|
The Company considers all highly liquid debt instruments havmg mamnnes of three months or
less at the date of acquisition to be cash equivalents. The Company rnay, during the ordinary

'course of business, maintain account balances with banks in excess of fec}erally insured limits.
: : i

’r

Securities Transactions ‘ :
:

Securities transactions, along with related commission income, clearing costs and commission

expenses, are reported on a trade date basis. ;

f
a
|




NOTE 1.

GLOBAL STRATEGIC INVESTMENTS, LLC .il'
) )

‘ NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMRER 31, 2006

I

i
r . ‘ 1‘
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

;IDropergr and Equipment, Net |

PrOperty and equipment is recorded at cost. Expenditures for major bettertnents and additions
are charged to the asset accounts while replacements, maintenance and repalrs which do not
unprove or extend the lives of the respective assets are charged 10 expense currently.

1
Deprecmt]on and amortization are computed using the straight-line method based upon
estlmated useful lives of five and seven years. Leasehold improvements are amortized over the
bhOrter of the estimated useful life or term of the lease. ]

Other Assets

The Company adopted the provisions of Statement of Financial Accountmg Standard No. 142,
“Goodwill and Other Intangible Assets” (“SFAS No. 142”) SFAS No. 142 requlres that
goodwﬂl and intangible assets not subject to amortization are tested annually for impairment,
and are tested for impairment more frequently if events a.nd c1rcumstances indicate that the
Iassets, might be impaired. An impairment loss is recogmzed to the extent that the carrying
amount exceeds the asset’s fair value. Based on its most recent analysis, the Company believes
that no impairment of its Customer List intangible asset exists as of December 31, 2006. (See
Note 2)

| ‘

ste of Estimates in the Preparation of Financial Statements

! ‘ |

The preparation of financial statements in conformity with accountingg?principles generally
accepted in the United States of America requires mainagement to make estimates and
| i

|assumptlons that affect the reported amounts of assets and 11ab1]1t1es and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results cou]d differ from those
estimates. ‘

Foreign Currency Translation
i

'

Foreign local currency 1s the functional currency for the Company's sﬁgmf' cant operations
'outside the United States. Assets and liabilities are translated at year-end’ rates while revenues
|a.nd expenses are translated at average rates in effect dunng the year. Equ1ty is translated at
historical rates and the resulting cumulative translation adjustments are included as a
component of accumulated other comprehensive loss.




NOTE 1

GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

! : !

| : i
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Limited Liability Company / Income Taxes

Globa] Strategic [nvestments LLC will file its income tax return on the' accrual basis as a
partnershlp for federal and state income tax purposes. As such, the Global Strategic
Investment, LLC will not pay income taxes, as any income or loss will be. mcluded in the tax
returns of the individual members. Accordingly, no provision is made for i mcome taxes in the
ﬁ%}anc:al statements,

Tille Company’s foreign subsidiaries account for deferred taxes undee% SFAS No. 109,

“ }|\ocount1ng for Income Taxes”, as amended, which requxre!s the asset and hablhtv method of
accounting for income taxes. Under the asset and liability method, deferred income taxes are
recognized for the tax consequences of “temporary d1fferenc‘es by applvmg enacted statutory
tEDI\c rates applicable to future years to differences between.the financial statement carrying
amounts and the tax bases of existing assets and habilities. s

Performance Share Option Plan

On January 1, 2006, the Company adopted Statement of Financial Accountmg Standards SFAS
No. 123R, “Share-Based Payment”, which requires compensation expense relating to share-
ba‘sed payments to be recognized in net income using a fair-value measurefnent method. The
falr value of each new stock option award will be estimated on the date of grant using the
Black Scholes-Merton option-pricing model (“Black- Scholes”), which is the same model used
bylthe Company prior to the adoption of SFAS No. 123R. The Company elelcted the modified
prospective method, which is applied to new awards granted : after date of adoption January 1,
2006. The adoption of SFAS No. 123R did not have a significant effcct on the Company’s
mPsolldated financial statements.

!
Thf: Black-Scholes option valuation model was developed for estimating th:e fair value of the
options and assumes that performance goals will be achieved. If such goals are not met, no
compensatlon cost is recognized and any recognized compensatlon cost is ré:versed Because
optllon valuation models require the use of subjective assurnptlons cihanges in these
assumptions can materially affect the fair value of the options, and the Company’s options do
noll have the characteristics of traded options, the option valuation models do not necessarily
prqwde a reliable measure of the fair value of its options.

't




NOTE 1.

GLOBAL STRATEGIC INVGESTMENTS, LLC

NOTES TC CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT. f}\.’Lf'ED)

I,/ariable Interest Entity ;%

The Company adopted Financial Accounting Standards Board FASB lnterpretatlon No. 46R,
« jConsolidation of Variable Interest Entities”, effective December 29, ?002 Interpretation No.
46 as revised in December 2003, changes the accounting, 'model for consolidation from one
}:I)ased on control through voting interests to one based on control throuah'econormc mnterests.
Whether to consolidate an entity now also considers whether that entity has sufficient equity at
r}tsk to enable it to operate without additional subordmated financial support whether the
E,ql.ll'[\’ owners in that entity lack the obli gation to absorb expected losses or the right to receive
re51dua1 returns of the entity, or whether voting rights in the entity are not proportional to the
fi:qultv interest and substantially all the entity’s activities are conducted forPan investor with few
voting rights. This interpretation requires the Company to consolldate vanable interest entities
_“VIEs *} if the enterprise is a primary beneficiary of the VIE and the VIE possesses specific
characteristics. It also requires additional disclosures for parties involve'ti with VIEs.

l
On January 1, 2005, the Company applied the provisions of FIN 46R a.nd 1t determined that it
(Ihd not have any relatlonsthS with variable interest entities which had not been already
consolidated as of December 31, 2006.
|

Recent Accounting Pronouncements

Fair Value Measurements

i
1
g
i

Iin September 2006, the FASB issued SFAS 157, “Fair Va]ue Measuremelnts” (“SFAS 157,
\;&’thh defines fair value, establishes a framework for measunng fair value in GAAP, and
e"xpands disclosures about fair value measurements. SFAS 157 is effectwe for financial
statements issued for fiscal years beginning after November 15, 2007' Early adoption is
permltted The Company has riot yet determined the effect on the Comﬁany s consolidated
financial statements, if any, upon adoption of SFAS 157. '

Considering the Effects of Prior Year Misstatements when' Quantifying Misstatements in the
§

Current Year Financial Statements x§

IL September 2006, the SEC staffissued Staff Accounting Bulletm No. 108 “Considering the
Lffects of Prior Year Misstatements when Quantlfymg Mlsstaternents in Current Year
Flnanaa] Statements” (“SAB 108”). The intent of SAB 108 is to reduce dwer51ty in practice
flor the method companies use to quantify financial statements mlsstater{:wnts including the
effect of prior year uncorrected errors. SAB 108 estabhshes an approach that requires
quantlﬁcatlon of financial statement errors using both an 1noome statement and cumulative
balance sheet approach. SAB 108 is effective for fiscal years ending after Ifovember 15,2006.
The adoption of SAB 108 is not currently expected to have a Slgmﬁcant impact on the
LOmpany s consolidated financial statements.
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GLOBAL STRATEGIC INVESTMENTS, LLC ;

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31: 2006

‘ _;
|
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT. I}\"UED)

NOTE 2.

| :
1

H

i

{

Recent Accounting Pronouncements (Continued)

| |
The Fair Value Option for Financial Assets and Financial Liabilities i

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial
Assets and Financial Liabilities”. SFAS No. 159 permits entities to choo!ee to measure many
f{lnanmal instruments and certain other items at fair vatue that are not cun'ent]y required to be
rneasured at fair-vatue. The objectlve is to improve financial reporting by providing entities
with the opportunity to mitigate volatility in reported earnings caused by measuring related
assets and liabilities differently without having to apply complex hedge accountmg provisions.

lF AS No. 159 also establishes presentation and disclosure ; |requ1re:ments, des1gned to facilitate
clompansons between entities that choose different measurement attnbutes for similar types of
assets and liabilities. SFAS No. 159 is effective for fiscal years begmmng after November 15,
4:007 The Company has not yet determined whether it will elect the fair va}ue option for any of
its financial instruments. ,;

j

BUSINESS COMBINATIONS AND ACQUIRED INTANGIBLE ASSE T

On June 9, 2004, the Company acquired 50%, 49% and 51 % of the outstandmg comrnon stock
of FCSC, Capital Asesoria Internacional, S.A. de C. V. (“CATI") and Capital Asesoria
Patnmomal S.A.de C.V.(“CAP”), respectively. FCSC was registered wzth the Securities and
Exchange Cormmission as a broker-dealer and in November 2004 it moved its operations to
Miarm Florida. CAland CAP are two Mexican entities that serve as advisors and liaisons for
FCSC and its custorners ’i

The combined purchase price for the three companies was $2,495,290 mcluzdmg approximately
$245 000 of costs directly associated with the acquisition. | Global Secuntles Holdings, LLC
( ‘GSH”), the Company’s majority shareholder, financed the ‘acquisitions byf contributing shares
o]f a related mutual fund. The Company accounted for the purchase of the three entities in
aFcordance with the purchase method of accounting. The excess ofthe puII'ChHSC price over the
recorded amount of the net assets purchased and liabilities assumed was assi igned to a customer
115t intangible asset, which is not subject to amortization. The value assi gned to the customer
11st was approximately $2,274,000. In accordance with the prowsmnsiof SFAS 142, the

rtI.,OOrded amount of the customer list is assessed for impairment on an annual basis.

|

-11-
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GLOBAL STRATEGIC INVESTMENTS, LLC ;{

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31: 2006

| ,]

l 1 '
BUSINESS COMBINATIONS AND ACQUIRED INTANGIBLE ASSET (CONTINUED)

)
'
'

T
C|)n August 2, 2004, the Company exercised an option (the “Optlon o puirchase an additional
10% of the shares of capital of FCSC, and CAP and an additional 11% of CAI for $540,231. In
order to finance the exercise of the option, GSH conmbuted $325, OOO on July 2004. In
addmon on August 2, 2004, the Company contributed as additional capltal $230.603 and
$12b ,606 to FCSC and to CAI respectively, in response to a capital « callI As a result of the
exerc1se of the Option, the Company recorded an additional amount to the customer list of
approumately $289,000. . I

i

i.

On February 11, 2005, the Company exercised a second option to purchasle an additional 10%
of the shares of capital of FCSC, CAP and CAI for $680,108. In order to ﬁnance the exercise
of the second option, GSH contributed as additional capital $680,108 on!F ebruary 11, 2005.
As aresult of the exercise of the second optlon the Compa.dy recorded an additlonal amount to
the customer list of approximately $750,000, including; apprommately £70,000 of costs

dlrectly associated with the acquisition.

CDn Apnl 1, 2005, the Company executed a Share Exchange Agreement (. ‘Share Exchange™)
Wlth the shareholders of FCSC. Consequently, the selling shareholders agreed to convey and
dehver to GSI their remaining interest in FCSC, which consisted of 531 shares (30%), in
exchange for newly issued shares of GSI. After the consummation of the Share Exchange, the
Company now owns 100% of FCSC. The value of the newly issued shares of GSTof $355,469
v'vas allocated to the customer list intangible asset and it 1s based on the falr value of the shares
acquired in FCSC. Concurrently with the Share Exchange; FCSC merged its operations into
the Company, ceased operating as a separate company and withdrew 1ts registration as a
broker-dealer.

l

On May 18, 2005, the Company entered into a Stock Acquisition Agreement (**Stock
Acqu1smon Agreement”) with the partial owner (“Seller”):of CAP and CAI Pursuant to the
a'greement the Company issued a promissory note in favor of the Se!ler in the amount of
$359 311 of which $21,097 was for the remaining outstandlng shares owned by the seller of
LAP and CAI and $338,214 was for 90% interest in Capltal Asesoria Fondos S.A.de C.V.

roxedad Distribuidora Referenciadora de Acciones de Socwdades de Inversion (“CAF™), a
Mex1can Corporation. Consequently, the Company now owns approxzmately 91% of both
(‘AP and CAI. However, the ownership transfer of CAF i 1s subject to a ‘board of director’s
resolutmn which is expected to occur during 2007. Consequently, the purehase price paid for
CAF of $338,214 has been recorded as a purchase deposit in the accompdnylng consolidated
balance sheet. The promissory note issued by the Cornpany in favor of the: Sel]er was assumed
by GSH and it was recorded by the Company as contnbuted cap1ta1 durmg 2005.

The accompanying consolidated financial statements include the results of CAI and CAP.

§

I
]
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GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED FINANCLAL STATEMENTS
DECEMBER 31, 2006

|
I

I
CONSOLIDATED SUBSIDIARIES

!
)
i
i
i

NOTE 3.
|
The following is a surnmary of certain financial information of the Companv s consohidated
sub31dlanes i
|
; Tota] assets . 3 631,751
Stockholders’ Equity i % 8,502
‘ Net loss l $ 182,704
|
Eftockholders’ equity and the accounts of the subsidiaries are not includec} in the Company’s
ciomputation of net capital. :
| 1
NOTE 4. PROPERTY AND EQUIPMENT, NET i
'i
Property and equipment consisted of the following at December 31 20061
Flumjture and fixtures 1 $ 101,297
Leasehold improvements j 148,586
Ofﬁce equipment 5 181.133
i | | ' 431,016
Liess accumulated depreciation and amortization ;’ {237.106)
| ;
| Depreciation and amortization expense amounted to approximately $81, 000 for the year ended
Decermber 31, 2006. -
:
NOTE 5. NET CAPITAL REQUIREMENTS :
i

The Company, as a registered broker-dealer, is subject to the Securilfies and Exchange
Clomrmsswn Uniform Net Capital Rule (Rule 15¢3-1), thch requxres;lthat the Company
mamtam “Net Capital” equal to the greater of $100, OOO or 6 2/3% of “Aggregate
Indebtedness” as defined, and requires that the ratio of aggregate 1ndebtedness to net capital
Shall not exceed 15 to 1. At December 31, 2006, the Company’s “Net Capltal” was $697,050,
and the “Required Net Capital” was §100,000. At December 31, 2006, the Company sratio of
“'Aggregate Indebtedness™ to “Net Capital” was 1.54 to 1. !

i
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NOTE 6.

GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED F'D\"ANCLAL STATEMENTS
DECEMBER 31 2006

l
RISK CONCENTRATIONS

NOTE 7.

(;,'learing and Depository Concentrations :
The Company clears its proprietary and custorners Uansact]ons on a fully d1sc]osed basis with
Pcrshmo LLC and Bear Sterns Securities Corp. Pursuant to‘cleanng agreements the Company
is required to maintain a certain minimurn capital with various broker-dealers, in the form of
elther cash or securities. The level is agreed upon from t1me to time basedion the nature of the
Company s clearing activities. The Company complies. with clearing broker-dealer
requirements for obtaining collateral from customers. At December 31, 2906 the receivables
from broker-dealers and the deposits with clearing ' orgamzatlons! inchuded in the
a'ccompanying consolidated statement of financial condition, are due from these brokers.
i

LEASE COMMITMENTS

| |
The Company 1s obligated under non-cancelable operating leases for ofﬁce facilities and
eqmpmcnt through the year 2016. The Company has secured the office lease with a stand-by

letter of credit for $47,000.

Rent expense for the year ended December 31, 2006 was appro;éimately $463,000.
Approx1mate future minimum payments under the non-cancelable operatmg leases and service
contracts as of December 31, 2006 are as follows: :

J |
2007 P$ 499,000

2008 ! 476,000
2009 ! 334,000
2010 : 323,000
2011 j 318,000
Thereafter . 1.197.000

! {8 3.147.000




NOTE &.

GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31; 20006

l
RELATED PARTY TRANSACTIONS

NOTE 9.

As of December 31, 2006, the Company had the following related parrv balances which are
n‘on interest beanng and are due on demand:
l

Due from shareholder $ 36639
I

Due from parties related through common ownership . 8 74,662
J i

Due to parties related through common ownership ' 236,268)

The Company has a management agreement with Globa] Securities Manaoement LLC
(“GSM ), a company related through common ownership. Accordmg to the agreement, GSM
agreed to pay for the rents, utilities, equipment, fumiture, ﬁxtures office expenses salaries and
payrolls taxes, legal expenses and accounting charges upon the terms and' cond:tlons set forth
m the management agreement. During the year ended December 31, 2006 the total amount
expensed by the Company related to this management agreement was approx:maiely $431,000.

INCOME TAXES |

| "
l:ncome tax expense for the year ended December 31, 2006, consists of tlluje following:

|
| Current provision

Federal .8 -
' State | -
Foreign . 49274
| f 49,274
Deferred tax expense (benefit) :
' Federal ‘ " .
|
, State _ : -
| Forcign ; 49.274)
(49.274)
i Income tax expense P -




NOTE 9.

1 i

GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS )
DECEMBER 31, 2006 ‘

|
\

INCOME TAXES (CONTINUED) , i

| h
A net operating loss carryforward of apprommately $1, 900 000 arises from the Company’s
forelgn subsidiaries. The losses explre from 2011 through 2013. The Co*npany recorded a
dleferred tax asset of $493,000 relating to the losses, offset by a valuatlofa allowance for the
same amount since, based on the weight of the evidence, it is more hkelv than not that the
deferred tax asset will not be recognized.

TAXES PAYABLE - E

NOTE 10.

NOTE 11.

During 2006, the Company received a check from the Internal Revenue Serwce in error and as
a|resu1t the Company has recorded a payroll taxes payable arnount of approxunately $331,000
in the accompanying consolidated statement of financial condition. |

FINANCIAL INSTRUMENTS WITH OFF -BALANCEJSHEE T RISK

il
[.
"ll’he Company enters into various transactions mvolvmg off- balance sheet financial
mstrurnents These financial instruments include secunties purchased and sold on a when-
1?sued basis (when-issued securities). These financial instruments are used to meet the needs
cEf customers and are subject to varying degrees of market and credit nskf
%
’}‘”he Company’s customer securities activities are prowded|to adiverse group of institutional,
cjorporate and individual investors. In the normal course of business, the Compa.ny s customer
act1v1t1es involve the execution, settlement, and ﬁnancmg of various customer securities
transactlons These activities may expose the Company to off balance- shéet risk in the event
the customer or other broker is unable to fulfill its contracted obligations and the Company has
to purchase or sell the financial instrument underlying the contract at a ]CﬁSS

"ll’he Company is engaged in various securities undem'ntlng, tradmg and brc{)kerage activities in
vl.zhmh counterparties primarily include broker/dealers, banks, other ﬁna.nc1al institutions and
corporatlons In the event counterparties do not fulfill their obll gations, the Company may be
elxposed to risk. The risk of default depends on the credltworthmess of the counterparty or
issuer of the instrument. It is the Company’s policy to review, as necessary, the credit standing
of each counterparty.

|

1

i

; i
[

|

b

!
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NOTE 12.

GLOBAL STRATEGIC INVESTMENTS, LLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2006

EMPLOYEE BENEFIT PAYABLE ;

NOTE 13.

l

In accordance with the Mexican labor laws, the Company has accrued a hablht} for an amount
that is payable to the employees upon separation from the Company. The ax'nount accrued as of
December 31, 2006, for this liability is approximately $203,000, whichlis reflected in the
accompanylne consolidated statement of financial condition.

PERFORMANCE SHARE OPTION PLAN

Ulnder its 2005 Performance Plan which is member-approved the Company granted selected
brokers share option awards whose vesting is contingent upon meetmg various company
p-lerformance goals, including revenue sales growth. Share options under th? Performance Plan
were granted with an exercise price equal to the market value of the underlying common stock
on the date of the grant, contingently vest over a period of 3 years from the date of the grant
and have contractual lives of 3 years. The number of non-voting sharesf subject to options
avatlable for issuance under the Performance Plan cannot exceed 10 000. Additional

mformatwn with respect to the Performance Plan activity is as follows:

Wc'lghlod

Weighted Average Remammg Apgregate
| Share Average Contractual Terms Intrinsic
| ions Exercise Price (Years) ! Value

Outstanding at January 1, 2006 1875 § 450.72
} ‘
1 Granted - 490.72

Exercised / (Vested) (630) 490.72 ‘- 5
I Cancetled (515) 490.72 :
C||uts:and.i.ng at December 31, 2006 730 S 49072 ‘L6 i
Options Exercisable at ;
’ December 31, 2006 I3 § 490,72 L6 8

Als of December 31, 2006, there was approximately $309:000 of performance share based
compensation expense included in the accompanying consolldated statement of operations. The
fau- value of the options that vested during the year ended December 31 ‘;7006 amounted to
approx1mately $41,000. Additionally, as of December 31, 2006, there was approximately
$f358 000 of total unrecognized compensation cost re]ated to non- vested share-based
compensatlon arrangements granted under the Performance Plan; that cost is expected to be
recogmzed over a period of 1.6 years. .

l
T|here was no cash received from the exercise of the performance share based options awards
durmg 2006. There was no cash used to settle the performance shares granted under the 2005
Performance Plan.

17-
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GLOBAL STRATEGIC INVESTMENTS, LLC

SCHEDULE ]

! COMPUTATION OF NET CAPITAL UNDER UNIFORM NET CAPITAL RULE
15C3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

|
}
|
i
[

CREDITS :
Members’ Jequit“y ©$ 5.372.205

DEBITS | < |
Customer llist and investment in subsidiaries . 4,286,822
Property and equipment, net . 63,436
Prepaids and other assets ‘ . 175,421
Due from r:elated party | 74,662
Guarantee through a stand-by letter of credit ; 47.000
TOTAL DEBITS | | ' | 4647341

|

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES :
POSITION | | 724,864

HAIRCUTS ON FOREIGN CURRENCY (COMPUTED |
WHERE APPLICABLE, PURSUANT TO RULE 15¢3-1(f) ; 27.814

NET CAPITAL ; 697,050

| :
MINIMUM NET CAPITAL REQUIREMENT - GREATER J
OF $100,000 OR 6 2/3% OF AGGREGATE 1

INDEBTEDNESS OF $1,075,841 . 100,000
! N

EXCESS NET} CAPITAL ) 597,050
i i
RATIO OF AGGREGATE INDEBTEDNESS

I 1.54 to 1
SCHEDULE OF AGGREGATE INDEBTEDNESS

Accounts f)ayable and accrued expenses : ©$ 1,058,989

Payable to|broker-dealers and clearing organizations ) 16,852
¥

TOTAL AGGREGATE INDEBTEDNESS 48 1.075.84]

See report of independent certified public accountants.
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GLOBAL STRATEGIC INVESTMENTS, LLC ;

SCHEDULE II

RECONCILIATION OF COMPUTATION GF NET CAPITAL UNDER UNIFORM
NET CaPITAL RULE 15C3-1 OF THE SECURITIES AND EXCHANGE COMMISSIO\
70 COMPANY’S CORRESPONDING UNAUDITED FORM X-17a-3,

PART [IA FILING AS OF DECEMBER 31, 2006

i

i

NET CAPITAL PER COMPUTATION, ON PAGE 19 $ 697,050
Less audit ad]ustments :
Receivable from broker dealer : _ (124.163)
Accounts paylable and accrued expenses : 428,393
Differences int haircuts due to trade date trades : (308.393)
L
NET CAPITAL PER COMPUTATION INCLUDED IN 5
THE COMPANY’S UNAUDITED FORM X-17a-5, i :
PART IIA FI]IJING 8 692.887

|
[ A
I i

i
'

SCHEDULE II1 !

| COMPUTATION FOR DETERMINATION OF RESERVE ‘
| REQUIREMENTS UNDER RULE 15C3-3 OF "
I THE SECURITIES AND EXCHANGE COMMISSION :
| ' DECEMBER 31, 2006
The Company I1s exempt from Rule 15¢3-3 under (k)(2)(ii) because all customer transactlons are cleared
through another broker-dealer, Pershing, LLC, on a fully disclosed basis. During the year the Company
did not hold customers’ funds or securities. ,

SUBORD]NA;TED LIABILITIES '

As of Decembt!:r 31, 2006, the Company did not have any subordinated liabilities. |

’

;
!

|
See report of independent certified public accountants.
|
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+ INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION;
RULE 17a-5 FOR A BROKER-DEALER CLAIMING AN EXEMPTIOI\'
'FROM SECURITIES AND EXCHANGE COMMISSION RULE 15C3-3
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- MORRISON, BROWN ARGIZ & FARRA, LLP i ¢
' C ertifie d‘ Pl AT O wnt alnts || , i

|

| |
INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONT. ROL; i
REQUIRED B Y SECURITIES AND EXCHANGE COMMISSION | |I

"RULE 17a-5 F OR A BROKER-DEALER CLAIMING AN EXEMPT. ION

FROM SECURITIES AND EXCHANGE COMMISSION RULE 1§g3-g :

To the Membergs
Global Strategic Investments, LLC
, i

In planning and performing our audit of the consolidated financial statements and supplernenta.ry information
of Global Strategic Investments, LLC for the year ended December 31, l2006 we oonsrdered its internal
control, including control activities for safeguarding securities, in order to detemnne our audltmg procedures
for the purpose of expressing our opinion on the consolidated ﬁnanc1al statements and not to provide
assurance on the internal control. | |

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (“SECE ), we have made a
study of the practices and procedures followed by the Company, including tests of such practices and
procedures thar we considered relevant to the objectives stated in Ru]e{l?a -5(g) in mlakmg the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance w1t|h the exemptive provisions of Rule 15¢3-3. Because the Cornpany 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 foIlowmg f!

1. Making quarterly securities examinations, counts, verifications, la.nd compansdns and recordation
of drfferences required by Rule 17a-13 f'

2. Complymg with the requirement for prompt payment for secuntles under Secnon 8 of Federal
Reserve Regulation T of the Board of Governors of the F ederal‘ Reserve System

3. Obtaining and maintaining physical possession or control of all fully pa1d alnd excess margin
securities of customer as required by Rule 15¢3-3 S

The management of the Company is responsible for estabhshmg and mamtalrung mtemaI control and the

practices and procedures referred to in the precedmg paragraph In ﬁ.llﬁllmg thls responsrblhty, estimates and

judgments by management are required to assess the expected benefits and related costs of controls and of
the practices ar}d procedures referred to in the preceding paragraph and to assess whetheri 'those practices and

. procedures. can be expected to achieve the SEC’s above-mentioned objectwes Two of the objectives of
internal control and the practices and procedures are to provide manalgement with reasonable but not-
absolute, assur:ance 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 preparation of consolidated financial stater'r'rents in conformity

with accountmg principles generally accepted in the United States of America. Rule 17a- S(g) lists additional

objectives of the practices and procedures listed in the preceding paragraph '!

| !

| www.mbafcpa.com -22- ‘ l!
1001 Brickell Bay Drive, 9th floor 301 East Las Olas Blvd., 5th floor ! 113 Spruce Street, Suite 502
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To the Members .
Global Strategic: investments, LLC i
Page two )
] i

7?
Because of inherent limitations in internal control or the practices and procedures referred, to above, errors or
fraud may occur! and not be detected. Also, projection of any evaluation of| them to future; penods is subject
to the risk that thev may become inadequate because of changes in COI]dlthl'lS or that the effectiveness of
their design and| operanon may deteriorate. JI

)
Our consxderatlc,m of internal control would not necessarily disclose all rnatters in mtemal’oom:rol that might
be material weaknesses under standards established by the Amenca.n Institute of Certified Public
Accountants. A|material weakness 1s a condition in which the design or operanon of the specific internal
control components does not reduce 1o a relatively low level the risk that error or fraud in amounts that
would be matena] in relation to the consolidated financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of pcrfonmng their assi igned functions.
However, we noted no matters involving intemal control, including control act1v1t1es{ for safeguarding

|
securities, that we consider to be material weaknesses as defined above. !

We understand!that practices and procedures that accomplish the ObjeCtl\’eS referred' to in the second
paragraph of ThlS report are considered by the SEC to be adequate for its purposes in ac”i:ordance with the
Securities Exchange Act of 1934, and related regulations, and that practices, and procedures that do not
accomplish such objectives in all materiaf respects indicate a material madequacy for such purposes. Based
on this understandmg and on our study, we believe that the Company’s practices and procedures were
adequate at December 31, 2006, to meet the SEC’s objectives. i

This report 1s 1r|1tended solely for the use of management, the SEC, the National Assocﬁat:on of Securities
Dealers, Inc., and other regulatory agencies that rely on Rule 17a-5(g) under the Secuntles Exchange Act of
1934 in their ref;ulatlon of registered brokers and dealers, and is not intended to be and should not be used by
anyone other th1an these specified parties. :

C,Lf) ,{

Plomeione, o O3 2""”: '.

Miami, Floridal 1
March 24, 2007 !
!
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