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OATH OR AFFIRMATION

I, Alasdair Clynes , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
BOC International (USA) Inc. ,asof
December 31 , 2006, are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprictor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

SHALINIE RAGNAUTH , O
Notary Public - Stato of New York AT
NO. 01RA6167170

Signature

President / Executive Director
Title

This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition,

{c) Statement of [ncome (Loss),

{d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's 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.

(i) 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation.
(1) An Qath or Affirmation,

(m) A copy of the SIPC Supplemental Report,
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(0) Independent auditor's report on internal accounting control.

(p) Schedule of scgregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

[ | ¥ | | N | %7 [y N R 2| | | | 2 [ 62 w2 | 93

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

INDEPENDENT AUDITORS' REPORT

To the Stockholder of
BOC International (USA) Inc.
(A Development Stage Company).

We have audited the accompanying statement of financial condition of BOC international (USA) Inc. (A Development
Stage Company) (the “Company”) as of December 31, 2006. This statement of financial condition is the responsibility
of the Company’s management. Our responsibility is to express an opinion on this statement of financial condition
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
statement of financial condition 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 statements, 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 BOC Intenational (USA) Inc. (A Development Stage Company) as of December 31, 2008, in
conformity with accounting principles generally accepted in the United States of America.

@W?«wh@vj%}pe.

Roseland, New Jersey
February 27, 2007

Afitiated Ofiices Worldwide  £4( 1]
s




BOC INTERNATIONAL (USA) INC.

{A Development Stage Company)
STATEMENT OF FINANCIAL CONDITION

December 31, 2006

ASSETS

Cash and cash equivalents $ 944,790

Receivables from clearing broker,

including clearing deposit of $109,305 110,835

Property and equipment, net 134,701

Security deposit 117,159

Intangible asset, net 73,125

Prepaid expenses and other assets 44,197
$ 1,424,807

LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities, accounts payable and accrued expenses $ 371,492

Stockholder's equity
Common stock, $1 par value, 100 shares

authorized, issued and outstanding 100
Additional paid-in capital 2,999,900
Deficit accumulated in the development stage (1,946,685)
Total stockholder's equity 1,053,315

$ 1,424,807

See accompanying notes to financial statements. 2




BOC INTERNATIONAL (USA) INC.

{A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

1. Nature of operations

BOC International (USA) Inc. (A Development Stage Company) ("the Company”), was incorporated in Delaware on
April 13, 2004. The Company is a wholly-owned subsidiary of Bank of China International Holdings Limited (the
“Parent”), a U.K. based company. The Company is a broker-dealer registered with the Securities and Exchange
Commission (*SEC") and received approval of its membership from the National Association of Securities Dealers,
Inc. {("NASD") on January 13, 2005. The Company, which began operations on September 15, 2006, acts as a
broker specializing in the Hong Kong and China securities markets, for institutional clients. The Company has
been in the development stage since its inception.

2. Summary of significant accounting policies

Basis of Presentation

The Company is in the development stage as defined in Statement of Financial Accounting Standard (“SFAS™) No. 7
“Accounting and Reporting for Development Stage Enterprises”. To date, the Company has not generated significant
revenues related 1o its anficipated business operations.

Cash Equivalents

The Company considers money market accounts to be cash equivalents.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation. The Company provides for depreciation as
follows:

Estimated
Asset Useful Life Principal Method
Electronic equipment 3 years Straight-line
Computer software 3 years Straight-line
Fuiniture and fixtures 5 years Straight-line
Leasehold improvements Lease term Straight-line

Income Taxes

The Company complies with Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes”
which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax assets and liabilities are computed for differences between the financia! statement and tax bases of
assets and liabilities that will result in taxable or deductible amounts in the future based on the 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 the deferred income tax assets to the amount expected to be realized.




BOC INTERNATIONAL (USA) INC.

{A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies {continued)

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 that affect the reported amounts of
assets and liabilities 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 could differ from those
estimates.

Revenue Recognition

Securities transactions and the related revenues and expenses are recorded on the trade-date basis.

Intangible Assels

Pursuant to Statement of Financial Accounting Standards No. 142 ("SFAS 142"), "Goodwill and Other Intangible
Assets," effective December 31, 2001, intangible assets with indefinite lives are no longer amertized, but instead
tested for impairment. Intangible assets are reviewed for impairment annually or whenever events or changes in
business circumstances indicate the camying value of the assets may not be recoverable. Impairment losses are
recognized if future cash flows of the related assets are less than their carrying values.

3. Property and equipment

At December 31, 2006, property and equipment consisted of the following:

Electronic equipment $ 28,521
Computer software 7,265
Furniture and fixtures 34,460
Leasehold improvements 65,970
136,216

Less accumulated depreciation 1,515
$ 134,701

For the year ended December 31, 2006 depreciation expense was approximately $1,500.

4. Intangible asset

The $75,000 intangible asset represents monies paid in acquiring the broker dealer license of another broker dealer
which was ceasing operations. Amortization, which began in September 2006 once the Company commenced
broker dealer operations, is recorded cn a straight line basis over a ten year period and amounted to approximately
$1,900 for the year ended December 31, 2006. Amortization expense is estimated to be $15,000 per year for the
next four years and $13,000 for 2011.




BOC INTERNATIONAL (USA) INC.

(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

5. Deferred income taxes

As of December 31, 2006, the Company is considered to be a development stage company for financial reporting
purposes, however, for income tax reporting purposes this is not the case. As such, all amounts expensed in 2006
prior to September 15, 2006 will be capitalized for income tax purposes as they were in 2004 and 2005, however,
for expenses incurred after that date they will result in a current year tax deduction. The Company has a combined
deferred federal, state and city deferred income tax asset of approximately $859,000 at December 31, 2006 related
to these expenses and to net operating loss carry forwards. A valuation allowance has been established offsetting
the $859,000 as the ultimate realization of these benefits is uncertain. The Company had net operating loss carry
forwards of approximately $964,000 as of December 31, 2006 which begin to expire in 2026.

The valuation allowance increased approximately $481,000 for the year ended December 31, 2006.

6. Net capital requirement

The Company, as a member of the NASD, is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule requires
the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital, both as defined,
shall not exceed 15 to 1 and that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1. At December 31, 2006, the Company's net capital was approximately $683,000,
which was approximately $583,000 in excess of its minimum requirement of $100,000.

7. Exemption from Rule 15¢3-3

The Company is exempt from the SEC Rule 15¢3-3 pursuant to the exemptive provision under sub-paragraph
(k)(2)(ii), whereby all American Depository Receipts ("ADR's") and Global Depository Receipts (*“GDR’s) will be
cleared on a fully disclosed basis through its clearing firm and (k}(2)i) whereby all foreign securities transactions
will be self cleared on a receipt-versus-payment (“RVP") / delivery-versus-payment (“DVP") basis.

8. Off-balance sheet risk

Pursuant to a clearance agreement, the Company introduces all of its foreign ADRs and GDRs securities transactions
to its clearing broker on a fully disclosed basis. All of the customers’ money balances and long and short security
positions are carried on the books of the clearing broker. In accordance with the clearance agreement the Company
indemnifies the clearing broker for losses if any, which the clearing broker may sustain from carrying securities
transactions introduced by the Company. In accordance with industry practice and regulatory requirements, the
Company and the clearing broker monitor collateral on the customers’ accounts. In addition, the receivable from the
clearing broker is pursuant to this clearance agreement and includes a clearing deposit of $109,305.

The Company's business involves brokering customer securities transactions in Asian markets. Such transactions are
conducted on a RVP/DVP basis and are settled through the Company's affiliates. To the extent the Company's
customer fails to satisfy its obligations, the Company may be required to purchase or sell financial instruments at
prevailing market prices in order to fulfill the contra-party’s obligations.




BOC INTERNATIONAL (USA) INC.

(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

9. Concentration of credit risk

Credit Risk

From time to time, the Company maintains its cash balances at financial institutions that exceed the Federal Deposit
Insurance Corporation coverage of $100,000. The Company has not experienced any losses in such accounts. The
Company believes it is not exposed to any significant credit risk on cash.

Customer Conceniration

For the year ended December 31, 2006, all of the Company's revenues were generated from two customers.

10. Defined contribution plan

Employees of the Company are eligible to participate in a defined contribution 401(K) plan {the “Pian”) upon meeting
certain eligibility requirements. The Company contributes to the Plan the lesser of 10% of compensation or $15,000
per employee. For the year ended December 31, 2006, the Company contributed approximately $27,000 on behalf
of employees.

11. Related party transactions
The Company maintains a money market account with the Bank of China, a related party. As of December 31,

2006, the balance in this account was $6,992 and is included in other assets on the statement of financial
condition.

in addition, the Company utilizes the clearing brokerage services of BOCI Securities Limited, a related party, which
amounted to approximately $5,000 for the year ended December 31, 2006 and are included in other expenses in
the statement of operations.

13. Operating leases

in December 2006, the Company moved to a new office space and entered into a lease agreement that expires in

December 2011. Rent expense for the year ended December 31, 2006 was approximately $44,000. Future
minimum lease payments at December 31, 2006 are approximately as follows:

Year ending December 31,

2007 $ 109,000
2008 124,000
2009 124,000
2010 124,000
2011 124,000

$ 605,000




BOC INTERNATIONAL (USA) INC.
{A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

14. Commitments and contingencies

In accordance with the Company's operating lease agreement for office space, the Company is required to maintain a
$116,547 letter of credit, (the “Letter of Credit”), which is secured by a restricted collateral account maintained with
JPMorgan Chase Bank, N.A. This restricted collateral account, totaled $117,159 as of December 31, 2006, although
only $116,547 is restricted and is under the sole dominion and control of JPMorgan Chase Bank, N.A. The Company
is obligated under a "Cash Collateral Agreement” to maintain at all times an amount in the restricted collateral account
equal to at least one hundred percent of the maximum amount then available to be drawn under the Letter of Credit,
so long as the Letter of Credit remains outstanding as the security deposit.

In December 2008, the Company entered into a service agreement with Bloomberg L.P. The Company agrees to
pay a monthly service charge of $2,850 over the term of two years. This service term shall be automatically renewed
for successive two-year periods unless the Company elects not to renew by giving no less than 60 days prior written
notice. The rates for this successive service period would be at the prevailing rates then offered.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE
COMMISSION

To the Stockholder of
BOC International (USA) Inc. (A Development Stage Company)

In planning and performing our audil of the financial statements and supplemental schedules of BOC Interational (USA)
Inc.(A Development Stage Company) (the “Company”), as of and for the year ended December 31, 2006, 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 our opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Company'’s internal 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 (SEC), we have made a study of the
practices and procedures followed by the Company including consideration of control aclivities for safeguarding
securities. This study included tests of such practices and procedures that we considered relevant to the objectives
stated in rule 17a-5{(g) in making the periodic compulations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 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 quarterly securities examinations, counts, verifications, and comparisons and recordation of differences
required by rule 17a-13

2. 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

The management of the Company is responsible for establishing and maintaining internal contre! and the practices and
procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and judgments by
management are required 1o assess the expected benefils 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 reascnable 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 conformily 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.

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.
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A controf deficiency exists when the design or cperation 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 accounting principles generally
accepted in the United States of America such that there is 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
internai control.

Qur 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 control that might be material weaknesses. However, we did identify a
deficiency in internal control that we determined to be a material weakness as defined above. This condition was
considered in determining the nature, timing and extent of the procedures performed in our audit and the financial
statements of the Company as of and for the year ended December 31, 2008, and this report does not affect our report
thereon dated February 27, 2007.

The Company had a material weakness in the operation of controls over estimating accrued bonuses, accounting for
bonus payments, calculating deferred income taxes and providing related income tax footnote disclosures which resulted
in adjustments to recorded amounts and financial statement disclosures which were approved by management. An
effective system of internal control would have identified the need for these adjustments and disclosures.

Managements Response:

The Company is unable to estimate accrued discretionary bonuses which are recorded at the direction of their parent
company, although the Company and its parent are aware that this is a contravention of accounting principles generally
accepted in the United States of America . Unless the parent company allows the accrual of discretionary bonuses by
the Company it is unlikely that the Company will be able to address this inadequacy. As to the other material
inadequacies (emphasis added) disclosed by the auditor, the Company wishes to note that these inadequacies are , in
the Company's opinion, not material in their dollar amount when taken into consideration to the Company's financial
statements as a whole and would not have been considered to be a material inadequacy under AICPA pronouncements
prior to this year. Additionally, the Company will take actions to ensure that these other {i.e. other than the Company's
inability to estimate discretionary bonuses) non material inadequacies (in the Company's opinion} are addressed and
will not be an issue in the future.

The Company's written response to the material weaknesses identified in our audit has not be subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on .

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 the 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, NASD and
other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is not intended to be and should not be used by anyone other than these specified
parties.

@W}Kw L@ﬂVMrJ pe.
END -

Roseland, New Jersey
February 27, 2007




