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OATH OR AFFIRMATION

Stephen Killorin swear or affirm that to the best of my knowledge and belief the accompanying

financial statement and supporting schedules pertaining to the firm of International Strategy Investment

Group Inc as of March 31 2011 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 customer except as follows

Signature

Chief Financial Officer

Title

Notary Public

BARBARA OBRIEN

Notary Public State of New York

No 010B6058010

Qualified in Naesau.County
Terni Expires __cZ1Jcz/

This report contains check all applicable boxes
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Statement of Financial Condition

fl Statement of Income Loss

fl Statement of Cash Flows

fl Statement of Changes in Stockholders Equity or Partners or Sole Proprietorss Capital

LI Statement of Changes in Liabilities Subordinated to Claims of Creditors

fl Computation of Net Capital

fl Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

fl Information Relating to the Possession or Control Requirements Under Rule 15c3-3

fl Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

fl reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

LI Copy of the SIPC Supplemental Report

fl report describing any material inadequacies found to exist or found to have existed since the date of the previous

audit

Independent Auditors Report on internal control required by SEC Rule 17a-5

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3

2B



fl flfl Tel 212 885 8000 100 Park Avenue

flu it Fax 212 697 1299 New York NY 10017

www.bdo.com

Independent Auditors Report

To the Board of Directors and Stockholders

International Strategy Investment Group Inc

We have audited the accompanying statement of financial condition of International

Strategy Investment Group Inc the Company as of March 31 2011 This

financial statement is the responsibility of the Companys 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 statement of financial condition is free of

material misstatement An audit includes consideration of internal control over financial

reporting as 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 Companys internal control over financial reporting Accordingly we express no

such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition 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 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 International Strategy Investment

Group Inc as of March 31 2011 in conformity with accounting principles generally

accepted in the United States of America

3po osi9 LiP

May 27 2011



International Strategy Investment Group Ilic

Statement of Financial Condition

March 31 2011

Assets

Cash and cash equivalents 21125025

Restricted cash 2278750

United States Treasury notes at fair value 200469

Due from clearing and other brokers 5782492

Property and equipment net 3448756
Due from affiliate 108137

Deferred charges 4133509
Other assets 1161818

38238956

Liabilities and Stockholders Equity

Liabilities

Accrued employee compensation 19251998

Deferred income 2222588
Accrued expenses 1304848

Other payables 461465

Deferred rent 241111

Total liabilities 23482010

Liabilities subordinated to claims of general creditors 10550000

Commitments and contingencies Note
Stockholders equity

Common stock $.01 par value shares authorized 1000 issued and

outstanding 100

Additional paid-in capital 409999

Retained earnings 3796946

Total stockholders equity 4206946

38238956

See accompanying notes to statement offmnancial condition



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Business International Strategy Investment Group Inc Company is

registered broker/dealer under the Securities Exchange Act of

1934 and is member of FINIRA

Summary of Cash and Cash Equivalents

Significant The Company considers all highly liquid debt instruments with an
Accounting

initial maturity of three months or less that are not held for sale in

Policies
the ordinary course of business to be cash equivalents

Valuation of Investments

Investments in securities are measured at fair value Fair value is

generally based on the quoted market prices If quoted market

prices are not available fair value is determined based on other

relevant factors including dealer price quotations price activity

for equivalent instrument and valuation pricing models

The Company follows ASC 820 SFAS No 157 Fair Value

Measurements and Disclosures which establishes hierarchy for

inputs used in measuring fair value that maximizes the use of

observable inputs and minimizes the use of unobservable inputs

by requiring that the most observable inputs be used when

available Observable inputs are inputs that market participants

would use in pricing the asset or liability based on market data

obtained from sources independent of the Company
Unobservable inputs are inputs that reflect the Companys

assumptions about the assumptions market participants would use

in pricing the asset or liability based on the best information

available in the circumstances The hierarchy is broken down into

three levels based on the reliability of inputs as follows



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Level Valuations based on quoted prices in active markets for

identical assets or liabilities An active market for the asset or

liability is market in which transactions for the asset or liability

occur with sufficient frequency and volume to provide pricing

information on an ongoing basis Valuation adjustments and block

discounts are not applied to Level instruments

Level Valuations based on quoted prices in markets that are

not active or for which all significant inputs are observable either

directly or indirectly Level inputs include quoted prices for

identical assets or liabilities in active markets ii quoted prices

for identical assets or liabilities traded in non-active markets i.e

dealer or broker markets and iii inputs other than quoted prices

that are observable or inputs derived from or corroborated by

market data

Level Valuations based on inputs that are unobservable and

significant to the overall fair value measurement

The following are the types of investments the Company held as

of March31 2011

United States Treasury notes

United States Treasury notes are generally valued using

quoted secondary market prices and are generally categorized

in Level of the fair value hierarchy

Property and Equipment

Property and equipment is stated at cost net of accumulated

depreciation and amortization Depreciation is calculated on the

straight-line basis over the estimated useful lives of the assets

Leasehold improvements are amortized over the term of the lease



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Deferred Charges

Deferred charges represent amounts paid as compensation that are

subject to vesting requirements ranging from to years The

deferred charges are amortized into compensation expense ratably

over the vesting period

Deferred Rent

The Company has two long-term operating leases under which

rent expense is recognized on straight-line basis over the lease

term Deferred rent represents the difference between rent on

straight-line basis compared to the annual rent paid

Income Taxes

The Company is required to recognize deferred tax assets and

liabilities for the expected ftiture tax consequences of events that

have been recognized in the Companys financial statements or

tax returns Under this method deferred tax assets and liabilities

are determined based on the differences between financial

statement carrying amounts and the tax bases of the assets and

liabilities using the enacted tax rates in effect in the years in which

the differences are expected to reverse There are no significant

temporary differences between the Companys pre-tax income and

taxable income It is the policy of the Company to comply with

the provisions applicable to companies as defined by Subchapter

of the Internal Revenue Code

The Company files U.S Federal and various state and local

income tax returns No income tax returns are currently under

examination The statues of limitations on the Companys U.S

Federal income tax return remain open for the three years ended

March 31 2011 The statutes of limitations on each of the

Companys state and local income tax returns may remain open

for an additional year depending upon jurisdiction



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Management has analyzed the Companys tax positions taken on

income tax returns for all open tax years and has concluded that

as of March 31 2011 no liabilities are required to be recorded in

connection with such tax positions in the Companys financial

statements

Use of Estimates

The preparation of statement of financial condition in

conformity with accounting principles generally accepted in the

United States of America requires management to make

assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the

date of the statement of financial condition Actual results could

differ from those estimates and those differences could be

material

New Accounting Pronouncements

In January 2010 the Financial Accounting Standards Board

FASB issued Accounting Standards Update ASU 20 10-06

Fair Value Measurements and Disclosures Topic 820
Improving Disclosures About Fair Value Measurements

The ASU requires disclosures about purchases sales issuances

and settlements in the rollforward of activity in Level fair value

measurements Those disclosures are effective for fiscal years

beginning after December 15 2010 and for interim periods within

those fiscal years

Financial The following presents the Companys financial instruments fair

Instruments and value hierarchy at March 31 2011

Fair Value

Level

Unites States Treasury notes 200469



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Due from Clearing The Company has clearing agreements Agreements with five

and Other brokerage firms Brokers to clear securities transactions and

Brokers carry customers accounts on frilly disclosed basis The

Company operates under the exemptive provisions of Securities

and Exchange Commission SEC Rule 5c3 -3 k2ii
The Agreements provide the Brokers with liens upon all cash and

cash equivalents and receivables held by the Brokers These liens

secure the liabilities and obligations of the Company to the

Brokers Accordingly the Company is subject to credit risk if

these Brokers are unable to repay the balance in their accounts

Pursuant to the Agreements the Company is required to maintain

minimum regulatory net capital
of at least $250000

At March 31 2011 due from clearing and other brokers consisted

of

Commissions 2973413

Subscription fees 2563630
Distribution fees 108918

Other 136531

5782492

One of the Companys stockholders has personally guaranteed to

indemnift the Brokers up to $1200000 for any losses in

connection with customer transactions



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Property and At March 31 2011 property and equipment net consisted of

Equipment net

Life Amount

Leasehold improvements Lea se term 5195086

Computers and equipment years 4395398
Furniture and fixtures years 1910997

11501481

Less accumulated depreciation

and amortization 8052725

3448756

Related Party The Company shares its offices and certain personnel

Transactions administrative and overhead expenses with International Strategy

Investment Inc 151 related party through common

ownership The Company earns distribution fees from certain

funds managed by 151 At March 31 2011 the Company had

receivable of $108137 from 151

Employee Benefit The Company has defined noncontributory profit sharing plan

Plan under Section 40 1k of the Internal Revenue Code Code
covering substantially all of the Companys employees

Participants may contribute percentage of compensation but not

in excess of the maximum allowed under the Code

10



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

Commitments Office Leases

Minimum annual rental commitments for office space under

noncancellable operating leases approximate

Year ending March 31

2012 2268000

2013 4451000
2014 3008000

2015 3012000

2016 3016000

Thereafter 15638000

31393000

At March 31 2011 the Company was contingently liable for

$2278750 in standby letters of credit in favor of the Companys
landlords The Company has restricted cash that serves as

collateral for the letters of credit

Regulatory Net The Company is subject to the SEC Uniform Net Capital Rule

Capital Rule 15c3-1 which requires the maintenance of minimum

Requirements regulatory net capital and specified ratio of aggregate

indebtedness to regulatory net capital both as defined which shall

not exceed 15 to As of March 31 2011 the Company had

regulatory net capital and regulatory net capital requirement of

$14462995 and $571187 respectively The Companys

aggregate indebtedness to net capital ratio was .59 to

11



International Strategy Investment Group Inc

Notes to Statement of Financial Condition

10 Liabilities At March 31 2011 subordinated borrowings consisted of

Subordinated to $10550000 in subordinated notes with stockholders bearing

Claims of General interest at 5.5% payable semi-annually $10000000 is due on

Creditors December 15 2014 and the balance of $550000 is due on

demand Subordinated borrowings of $10000000 have been

approved by FINRA and are available in computing net capital

under the Uniform Net Capital Rule of the SEC To the extent that

such borrowings are required for the Companys continued

compliance with minimum net capital requirements they may not

be repaid

The balance of $550000 is not pursuant to subordinated

borrowing agreement approved by FINRA and therefore is not

available in computing regulatory net capital under the SECs

Uniform Net Capital Rule

11 Financial In the normal course of business the Company executes as agent

Instruments with transactions on behalf of customers If the agency transactions do

Off-Balance Sheet not settle because of failure to perform by either the customer or

Risk the counterparty the Company may be obligated to discharge the

obligation of the nonperforming party and as result may incur

loss if the market value of the security is different from the

contract amount of the transactions

The Company does not anticipate nonperformance by customers

or counterparties in the above situation The Companys policy is

to monitor its market exposure and counterparty risk In addition

the Company has policy of reviewing as considered necessary

the credit standing of each counterparty and customer with which

it conducts business

12
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Independent Auditors Report

on Internal Control Required by Securities

and Exchange CommissionRule 17a-5 For

Broker-Dealer Claiming an Exemption From SEC Rule 15c3-3

To the Board of Directors and Stockholders

International Strategy Investment Group Inc

In planning and performing our audit of the financial statements and supplemental

schedule of International Strategy Investment Group Inc the Company as of and

for the year ended March 31 2011 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control

over financial reporting internal control as 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 Companys
internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission the

we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities This

study included tests of such practices and procedures that we considered relevant to the

objectives stated in Rule 17a-5g in making the periodic computations of aggregate

indebtedness and net capital under Rule 17a-3all and for determining compliance

with the exemptive provisions of Rule 15c3-3 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

Making the quarterly securities examinations counts verifications and

comparisons and recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

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 SECs previously-mentioned objectives

13



IBDO

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 managements

authorization and recorded properly to permit the preparation of financial statements in

conformity with accounting principles generally accepted in the United States of

America Rule l7a-5g 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

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions

to prevent or detect misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control

such that there is reasonable possibility that material misstatement of the Companys
financial statements will not be prevented or detected and corrected on timely basis

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

control 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 previously

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 material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at

March 31 2011 to meet the SECs objectives

14



IBDO

This report is intended solely for the information and use of the Board of Directors

management the SEC the Financial Industry Regulatory Authority Inc and other

regulatory agencies that rely on Rule 7a-5g 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

PO USIL tiP
BDO USA LLP

May 27 2011
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