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OATH OR AFFIRMATION

I, Karen Kreger e , swear (or affirm) that, to the best of

my knowledge and belief the’ aocompanymg financial statement and supporting schedules pertaining to the firm of
BOSC, Inc. s , as

of -_December 31 , 2012 , are true and correct. I further swear (or affirm) that
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COUNTY

Chief Financial Officer
Title

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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.

() 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
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

O DREEOREREREZ

O0x

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

(n) Areport describing 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 Registered Public Accounting Firm

The Board of Directors
BOSC, Inc.

We have audited the accompanying financial statements of BOSC, Inc. (the Company), which
comprise the statement of financial condition as of December 31, 2012, and the related statement
of income, changes in stockholder’s equity and cash flows for the year ended that are filed
pursuant to Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the
financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Company’s preparation and fair presentation of the financial
statements in order to design 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.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

A member firm of Ernst & Young Global Limited
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of BOSC, Inc. as of December 31, 2012, and the results of its operations
and its cash flows for the year then ended in conformity with U.S. generally accepted accounting
principles.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a
whole. The information contained in Schedules I, II, III, and IV is presented for purposes of
additional analysis and is not a required part of the financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information
is the responsibility of management and was derived from, and relates directly to, the underlying
accounting and other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States. In our opinion, the information is fairly stated
in all material respects in relation to the financial statements as a whole.

St ¥ MLLP

February 25, 2013

A member firm of Ernst & Younq Gtobal Limited



BOSC, Inc.

Statement of Financial Condition

December 31, 2012

Assets
Cash S 3,303,758
Cash, customer reserve account 681,591
Fails-to-deliver 10,621,932
Securities purchased under agreements to resell 7,190,025
Commissions receivable from broker/dealer 2,655,366
Revenues receivable from investment banking activities 1,029,601
Interest receivable 514,122
Prepaid expenses and other assets 1,169,440
Securities, at fair value 77,358,246
Securities pledged to BNY, at fair value 9,876,121
Furniture, fixtures, software, and equipment, at cost,

less accumulated depreciation of $1,162,146 226,758
Deferred tax asset 1,221,151
Deposits with third parties 1,012,300
Margin deposits 373,307

Total assets

S 117,233,718

Liabilities and stockholder’s equity

Accrued operating expenses S 6,691,671
Payable to affiliates 930,518
Net payable for unsettled regular-way trades 9,704,387
Obligation to return securities received as collateral, at fair value 7,182,044
Notes payable to affiliate 38,507,365
Notes payable 10,500,000
Fails-to-receive 5,611,162
Total liabilities 79,127,147
Stockholder’s equity:

Common stock, $10 par value — 2,500 shares authorized and issued 25,000
Additional paid-in capital 20,831,677
Retained earnings 17,249,894
Total stockholder’s equity 38,106,571

Total liabilities and stockholder’s equity

S 117,233,718

See accompanying notes.



BOSC, Inc.

Statement of Income
Year Ended December 31, 2012

Revenues
Brokerage fees and commissions S 29,735,630
Trading gains and losses, net 19,421,473
Investment banking fees and commissions 13,661,858
Interest income 1,323,236
Other revenue 190,165
Total operating revenues 64,332,362
Expenses
Personnel expense 40,904,005
Affiliate allocated expenses 6,908,885
Equipment rental 1,803,588
Business promotion 1,279,078
Clearance fees 1,101,177
Professional fees 980,488
Data processing 794,315
Administrative expense 688,734
Brokerage licensing and registration 624,030
Other 316,598
Interest 247,343
Depreciation and amortization 61,580
Total operating expenses 55,709,821
Income before income tax provision 8,622,541
Income tax provision 2,975,775
Net income S 5,646,766

See accompanying notes.



BOSC, Inc.

Statement of Changes in Stockholder’s Equity

Year Ended December 31, 2012

Common Stock Additional
Par Paid- in Retained
Shares Value Capital Earnings Total

Balance at January 1, 2012 2,500 $ 25,000 S 20,743,392 $ 11,603,128 $ 32,371,520

Net income - - - 5,646,766 5,646,766
Capital provided by stock-based

compensation - - 51,724 - 51,724
Tax benefit on exercise of stock

options - - 36,561 - 36,561

Balance at December 31, 2012 2,500 $ 25,000 $ 20,831,677 $ 17,249,894 S 38,106,571

See accompanying notes.



BOSC, Inc.

Statement of Cash Flows
Year Ended December 31, 2012

Operating activities
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

$ 5,646,766

Depreciation and amortization 61,580
Tax benefit on exercise of stock options (36,561)
Stock-based compensation 51,724
(Increase) decrease in operating assets:
Cash, customer reserve account (25,000)
Fails-to-deliver (7,472,754)
Securities purchased under agreements to resell (5,558,025)
Commissions receivable from broker/dealer (49,885)
Revenues receivable from investment banking activities 633,725
Interest receivable (267,916)
Prepaid expenses and other assets (754,482)
Securities, at fair value (34,974,232)
Securities pledge to BNY, at fair value (9,876,121)
Deferred tax asset (207,181)
Deposits with third parties 1,033,500
Margin deposits 126,693
Increase (decrease) in operating liabilities:
Accrued operating expenses 1,256,951
Payable to affiliates 439,348
Net payable for unsettled regular-way trades (2,227,895)
Obligation to return securities received as collateral 5,541,044
Notes payable to affiliate 34,339,301
Notes payable 10,500,000
Fails-to-receive 2,371,845
Net cash provided by operating activities 552,425
Investing activities
Purchases of furniture, fixtures, and equipment (137,863)
Financing activities
Tax benefit on exercise of options 36,561
Net increase in cash 451,123
Cash at beginning of year 2,852,635
Cash at end of year $ 3,303,758
Supplemental disclosure of cash flow information
Cash paid for interest S 216,585

Cash paid for taxes

$ 3,494,393

See accompanying notes



BOSC, Inc.

Notes to Financial Statements
December 31, 2012

1. Organization and Description of Business

BOSC, Inc. (“BOSC” or “the Company”), a wholly owned subsidiary of BOK Financial Corporation (“the Parent”), is a
registered investment adviser with the Securities and Exchange Commission (“SEC”) under the Investment
Advisers Act of 1940*. BOSC is registered as a broker/dealer with the SEC under the Securities Exchange Act of
1934 (“the Act”) and is a member of the Financial Industry Regulatory Authority (“FINRA”). BOSC is a general
securities broker/dealer, clearing all transactions on a fully disclosed basis through its clearing entities. BOSC is
permitted to transact business as a broker/dealer in all 50 states, subject to certain state securities regulations.
BOSC’s Parent is a financial holding company, and BOSC is authorized to conduct the full range of activities
permitted for broker/dealers under Section 4(k) of the US Bank Holding Company Act. Effective October 1, 2010,
BOSC registered as a municipal adviser as required by interim final temporary Rule 15Ba2—-6T, adopted by the SEC
under Section 15B of the Act as amended by Section 975 of Title IX of the Dodd-Frank Wall Street Reform and
Consumer Protection Act. BOSC is also registered with the Municipal Securities Rulemaking Board.

BOSC is a full-service securities firm and engages in investment banking, trading and underwriting, and retail and
institutional securities sales. BOSC offers mutual funds, unit investment trusts, variable annuities, municipal and
other fixed-income securities, equity securities, and financial advisory services. Financial consultants use a network
of branch offices co-located with BOKF, NA primarily in Oklahoma and Texas, along with New Mexico,
Kansas/Missouri, Colorado, and Arizona. In addition, BOSC has offices in Arkansas, Wisconsin and California. As a
bank-affiliated broker/dealer, BOSC is required to disclose to clients and potential clients its relationship with the
Parent and that investments (1) are not insured by the Federal Deposit Insurance Corporation (“FDIC”), (2) are not
deposits or other obligations of and are not guaranteed by any bank or bank affiliate, and (3) are subject to risks,
including possible loss of principal invested.

BOSC does not maintain custody of customer funds and securities; BOSC's retail securities transactions are
executed and customer accounts are carried on a fully disclosed basis with Pershing, LLC ("Pershing"), a wholly
owned subsidiary of Bank of New vork Mellon ("BNY"). Fixed-income trades are cleared through BOKF, NA, a
wholly owned subsidiary of the Parent.

* SEC registration as an investment adviser does not imply a certain level of skill or training.

2. Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the financial statements

and accompanying notes. Management believes that the estimates utilized in preparing the financial statements
are reasonable and prudent. Actual results could differ from those estimates.

Cash

As of December 31, 2012, cash of $3,303,758 included $3,302,128 on deposit with BOKF, NA and excludes the
customer reserve account.



Cash, Customer Reserve Account

As required by Rule 15¢3-3 of the Act, BOSC segregates cash into a special customer reserve account with
$681,591 on deposit with BOKF, NA as of December 31, 2012.

Depreciation and Amortization

Depreciation and amortization are computed on a straight-line basis over the estimated useful lives of the assets.
The majority of the assets are software and furniture, the estimated useful lives of which range from three to ten
years.

Fails-to-deliver and Fails-to-receive

Funds due or payable for trades that do not settle on the contractual settlement date are reclassified from the net
payable for unsettled regular-way trades to failed trade recognition. Funds due for sold securities are reflected as
fails-to-deliver, and funds owed for purchased securities are reflected as fails-to-receive.

securities Purchased Under Agreements to Resell

Securities purchased under agreements to resell are reflected at the contract price for the purchase of a security.
Interest is accrued over the term of the contract and included in the contract price. The liability to purchase a
similar security to resell to the counterparty is reflected at fair value in Obligation to return securities received as
collateral, at fair value in the Statement of Financial Condition, with unrealized gains and losses included in Trading
gains and losses, net, in the Statement of Income.

Commissions Receivable From Broker/Dealer

BOSC has receivables related to commissions earned from the sales of investment and insurance products. BOSC
may reserve for uncollectible accounts based on an aging analysis and estimated collectability of those receivables.
No reserve was recorded at December 31, 2012. Amounts not collected after 90 days are generally written off.

Revenues Receivable From Investment Banking Activities

Revenues for investment banking activities are accrued when all significant responsibilities have been completed
and the underwriting revenue has been determined. BOSC evaluated the aging and collectability of these
receivables and no reserve was recorded at December 31, 2012.

Securities, at Fair Value

Securities are acquired by the Company for profit through resale with purchases carried at fair value with
unrealized gains and losses included in trading gains and losses, net, in the Statement of income. The purchase or
sale of securities is recognized on a trade date basis. Realized gains or losses are based upon the cost of the
specific security sold and included in trading gains and losses, net, in the Statement of Income.

Securities Pledged to BNY

Securities pledged to BNY are trading securities owned by BOSC that have been transferred to BNY to secure the
BNY credit facility. Under the terms of the security agreement, BNY has the right to sell or repledge the collateral.
The securities are carried at fair value and recognized on a trade date basis.



Net Payable for Unsettied Regular-way Trades

Amounts receivable and payable for securities transactions that have not reached their contractual settlement
date are recorded net on the Statement of Financial Condition.

Revenue Recognition

BOSC receives a percentage of commissions that Pershing, a clearing broker/dealer, charges its customers, as
described in the clearing contract with Pershing. The agreement with Pershing requires BOSC to indemnify it for
uncollected amounts relating to customers introduced by BOSC.

Fees and commissions earned for security trades are recorded on a trade-date basis.
Commissions on sales of annuities are recorded when the contracts are accepted by the insurance companies.

Investment banking fees and commissions include gains, losses, and underwriting fees, net of syndicate expenses,
arising from securities in which BOSC acts as underwriter. Investment banking revenue also includes fees earned
from providing financial advisory services and structured financing services. Revenue is recognized at the time the
underwriting or service is substantially complete and the income is reasonably determinable.

Effect of Recently Issued Statements of Financial Accounting Standards

FASB Accounting Standards Update No. 2011-03, Reconsideration of Effective Control for Repurchase Agreements
(“ASU 2011-03")

On April 29, 2011, the Financial Accounting Standards Board (“FASB”) issued ASU 2011-03, which eliminates the
collateral maintenance requirement under GAAP for entities to consider in determining whether a transfer of
financial assets subject to repurchase agreements is accounted for as a saleoras a secured borrowing. ASU 2011-
03 was effective for the Company on January 1, 2012, and it did not have a material impact on the Company’s
financial statements.

FASB Accounting Standards Update No. 2011-04, Fair Value Measurements (Topic 820): Amendment to Achieve
Common Eair Value Measurements and Disclosure Requirements in U.S. GAAP and IFRSs (“ASU 2011-04")

On May 12, 2011, the FASB issued ASU 2011-04 to provide clarified and converged guidance on fair value
measurement and expanded disclosures concerning fair value measurements. ASU 2011-04 is largely consistent
with the existing fair value measurement principals contained in Accounting Standards Codification (“ASC”) 820,
Fair Value Measurement. ASU 2011-04 was effective for the Company effective January 1, 2012, and did not have
a material impact on the Company’s financial statements.



3. Net Capital Requirements

BOSC is subject to the SEC Uniform Net Capital Rule (“SEC Rule 15¢3-1”), which requires the maintenance of a
minimum net capital, as therein defined, and requires that the ratio of aggregate indebtedness, defined as total
money liabilities of a broker/dealer arising in connection with any transaction subject to certain exclusions, to net
capital, shall not exceed 15 to 1 (or 1500%).

At December 31, 2012, BOSC's net capital position was as follows:

Net capital, as defined S 25,671,637
Net capital required 3,467,445
Excess capital ) 22,204,192
Net capital ratio*** 203%

***The net capital ratio is calculated as aggregate indebtedness, as defined, divided by net capital.
BOSC does not maintain custody of customer funds and securities.
4. Deposits With Third Parties

As of December 31, 2012, deposits with third parties totaled $1,012,300, including a $100,000 cash security
deposit with Pershing for the purpose of maintaining a fully disclosed clearing arrangement, and underwriting
good faith deposits of $912,300, which are provided to issuers as a guarantee of performance.

5. Margin Deposits

Margin deposits of $373,307 as of December 31, 2012, consisted of cash on deposit with Pershing in a preferred
stock trading account. BOSC buys and holds preferred stock in a Pershing firm account for the purpose of selling to
BOSC customers. The preferred stock is held on margin and, as such, requires a 50% deposit against the margin
balance. The unused portion of the margin balance at Pershing does not currently earn interest.

6. Related-Party Transactions

As of December 31, 2012, payable to affiliates of $930,518 included a net payable to BOKF, NA of $1,281,376 for
intercompany settlement of certain operating expenses net of income taxes receivable from the Parent of
$350,858. BOSC's financial obligations are guaranteed by a pledge of cash collateral by the Parent.

The income taxes receivable from the Parent of $350,858 included receivables of $273,072 for federal income
taxes and $77,786 for state income taxes. BOSC is included in the consolidated income tax return filed by the
Parent. Pursuant to a tax sharing agreement between BOSC and the Parent, income taxes are allocated to BOSC on
a separate return basis. The amount of current income tax expense or benefit is either remitted to or received
from the Parent.

BOSC operating expenses are paid to third parties by BOKF, NA. In 2012, BOSC incurred $6,908,885 of general and
administrative expenses allocated to BOSC by, and reimbursable to, BOKF, NA. Of this, management fees were
$4,463,284, occupancy costs were $1,041,843, communication costs were $204,397, and other expenses were
$1,199,361.
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BOSC has two secured revolving lines of credit with BOKF, NA and an unsecured revolving line of credit with the
Parent, as discussed in Note 8.

BOKF, NA may serve as trustee for municipal bond issues underwritten by BOSC. In that role, BOKF, NA assumes
responsibility for all distributions of the proceeds along with payments for principal and interest to the
bondholders through maturity.

In compliance with applicable regulations, BOSC may provide broker/dealer services for certain executive officers,
directors, and affiliates of the Parent (collectively referred to as “related parties”). Transactions with related
parties are conducted in the ordinary course of business under substantially the same terms as comparable third-
party broker/dealer and/or investment advisory services arrangements.

BOSC is the Distributor of the Cavanal Hill Funds (“the Funds”). Cavanal Hill Investment Management, Inc. serves
as the Investment Advisor and Administrator for the Funds and is a subsidiary of BOKF, NA. BOKF, NA serves as
Custodian of the Funds. BOSC received $5,453 in fees primarily for serving as a dealer of Funds, and as the
Distributor of the Funds.

There were no subordinated borrowings during 2012.
7. Financial Instruments

Fair value is defined by applicable accounting guidance as the price to sell an asset or transfer a liability in an
orderly transaction between market participants in the principal market for the given asset or liability at the
measurement date based on market conditions at that date.

A hierarchy for fair value has been established that categorizes into three levels the inputs to valuation techniques
used to measure fair value:

Quoted Prices in Active Markets for Identical Assets or Liabilities (Level 1) - Fair value is based on
unadjusted quoted prices in active markets for identical assets or liabilities.

Significant Other Observable Inputs (Level 2) - Fair value is based on significant other observable
inputs, which are generally determined based on a single unadjusted price for each financial
instrument provided by an applicable third-party pricing service and is based on one or more of the
following:

. Quoted prices for similar, but not identical, assets or liabilities in active markets;

. Quoted prices for identical or similar assets or liabilities in inactive markets;

. Inputs other than quoted prices that are observable, such as interest rate and yield
curves, volatilities, prepayment speeds, loss severities, credit risks and default rates; and

. Other inputs derived from or corroborated by observable market inputs.

Significant Unobservable Inputs (Level 3) - Fair value is based on model-based valuation techniques
for which at least one significant assumption is not observable in the market.

Transfers between levels are recognized as of the end of the reporting period. There were no transfers in or out of
quoted prices in active markets for identical instruments, significant other observable inputs or significant
unobservable inputs for the year ended December 31, 2012.

The underlying methods used by the third-party pricing services are considered in determining the primary inputs
used to determine fair values. Management has evaluated the methodologies employed by the third-party pricing
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services by comparing the price provided by the pricing service with other sources, including brokers' quotes, sales
or purchases of similar instruments and discounted cash flows to establish a basis for reliance on the pricing
service values. Significant differences between the pricing service provided value and other sources are discussed
with the pricing service to understand the basis for their values. Based on all observable inputs, management may
adjust prices obtained from third-party pricing services to more appropriately reflect the prices that would be
received to sell assets or paid to transfer liabilities in orderly transactions in the current market. No significant
adjustments were made to prices provided by third-party pricing services at December 31, 2012.

Certain assets and liabilities are recorded in the financial statements at fair value, on a recurring basis, measured
as follows as of December 31, 2012:

Quoted Prices in  Significant

Active Market Other Significant
for Identical Observable Unobservable
Total Instruments Inputs Inputs
Assets
Securities:
Obligations of the Federal Home Loan
Bank S 8,727,242 S - $ 8727242 $ -
Obligations of the U.S. government or
other agencies 581,616 $ ~ 581,616 -
State and municipal obligations 63,810,827 -~ 63,810,827 -
Other corporate obligations 4,238,561 - 4,238,561 -
Total securities $ 77,358,246 S - $ 77,358,246 S -
Securities pledged to BNY $ 9876121 S - § 9876121 S -
Securities purchased under agreements
to resell $ 7,190,025 § - $ 7,190,025 $ -
Liabilities
Obligation to return securities received as
collateral, at fair value S 7,182,044 $ 7,182,044 S - 8 -~

During 2012, BOSC sold certain municipal and corporate debt securities totaling $2,092,449 that were valued
based on significant unobservable inputs during the year and realized gains of $62,528 reflected in current
earnings.

The carrying value of cash and notes payable approximates fair value based on the short term nature of these
items.

BOSC is engaged in various trading and brokerage activities in which counterparties are primarily broker/dealers,
banks, and other financial institutions. In the event counterparties do not fulfill their obligations, BOSC may be
exposed to risk. The risk of defauit depends on the creditworthiness of the counterparty or issuer of the
instrument. It is BOSC's policy to review, as necessary, the credit standing of each counterparty and each issuer.

12



8. Funding Arrangements

In addition to its own resources, BOSC utilizes financing agreements with BOKF, NA and BNY as funding sources for
its trading and investment banking activities.

BOSC has two revolving lines of credit with BOKF, NA of $60 million and $20 million. As of December 31, 2012, the
notes payable to affiliate of $38,507,365 were funds drawn on the $60 million line of credit. There was no amount
drawn on the $20 million line of credit. Any outstanding amounts under the $60 million line are fully collateralized
by qualifying securities, which are included in securities, at fair value. Any outstanding amounts under the
$20 million line must be fully collateralized by U.S. Treasuries or securities issued by U.S. government agencies.
BOKF, NA does not have the right to sell or re-pledge these securities. For both lines of credit, interest is based on
the 30-day LIBOR rate plus 1.50% and is paid monthly. Both lines mature on November 20, 2013. It is anticipated
both lines will be renewed with substantially the same terms.

In May 2012, BOSC entered into an additional borrowing agreement with the Parent for an unsecured $15 million
revolving line of credit, for which no amount was drawn as of December 31, 2012. The primary purpose of the line
is to fund customer reserve requirements associated with SEC Rule 15¢3-3. Other uses are allowed with prior
approval from the parent. Interest is based on the 30-day LIBOR rate plus 1.50%, not to fall below 3%, and is paid
monthly. The line matures on May 13, 2013, and is expected to be renewed with substantially the same terms.

A secondary borrowing agreement with BNY provides additional funding for trading activities. The amount able to
be borrowed under this facility is undefined, with the advance and the interest rate negotiated at the time of a
funding request. Any advance under this facility would be secured by qualifying securities segregated for these
purposes and is payable on demand. There is no stated maturity for the agreement, with BNY providing the
funding at its discretion. As of December 31, 2012, $10,500,000 was drawn on this line of credit, bearing interest
at 1.5%. Municipal securities with a fair value of $13,302,799 at December were held by BNY as collateral. The
balance of securities transferred to BNY in the Statement of Financial Condition at December 31, 2012 was
reduced by $3,426,678 to reflect sales of these securities to other third parties prior to December 31, 2012, that
settled in January 2013. The outstanding balance of the line of credit was reduced prior to contractual settlement
of these security trades in January 2013.

In a separate agreement, BOSC has the ability to borrow funds from BNY using a day loan bearing an interest rate
of 1% to facilitate funding of investment banking activities. The amount BOSC may borrow is undefined and is
determined by BNY based on the specific investment banking activity being underwritten. Any outstanding
amounts under this day loan are collateralized by the securities being underwritten and held by BOSC. No amount
was outstanding at December 31, 2012.

9. Commitments and Contingencies

BOSC is an introducing broker to Pershing for equity and fixed income investment transactions pursuant to a fully
disclosed clearing agreement. As such, BOSC has agreed to indemnify Pershing against potential losses due to a
customer’s failure to settle a transaction or to repay a margin loan. Equity and fixed income transactions are
settled within three business days of the trade date. Margin loans are due on demand. All unsettled transactions
are collateralized by the security being purchased. Margin loans are secured as required by the Board of Governors
of the Federal Reserve Regulation T, Credit by Brokers and Dealers. At December 31, 2012, the total amount of
customer balances subject to indemnification was $2,221,460. In accordance with applicable margin lending
practices, customer balances are typically collateralized by customer securities or supported by other types of
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recourse provisions. The fair value of the guarantee is not significant and no amount was recorded on BOSC's
Statement of Financial Condition to reflect this contingent liability based on an assessment of probable loss.

in the ordinary course of business, BOSC is subject to legal actions and complaints. Management believes, based
upon the opinion of counsel, that actions and liability or loss, if any, resulting from the final outcomes of any such
actions and complaints will not have a material effect on the Company’s financial condition, results of operations
or cash flows.

For 2012, BOSC expensed $1,376,885 for certain information services contracts and has commitments to purchase
information services of $1,618,590 in 2012 and $678,550 in 2013.

In the normal course of business, BOSC enters into underwriting commitments. Transactions relating to such
underwriting commitments that were open at December 31, 2012, and were subsequently settled, had no
material effect on the financial statements.

10. Income Taxes

The deferred tax asset of $1,221,151 reflects the net tax effect of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.
The significant components of deferred income taxes principally relate to stock-based compensation, accrued
liabilities and prepaid expenses.

The reconciliation of the income tax provision computed at the U.S. federal statutory tax rate to the effective
income tax expense (benefit), for the year ended December 31, 2012, was as follows:

Amount Percent
Tax expense at U.S. statutory rate $ 3,017,889 35%
State income tax, net of federal tax benefit 314,011 4%
Tax-exempt revenue (414,486) (5%)
Meals and entertainment 99,845 1%
Other (41,484) -%
Total income tax expense $ 2,975,775 35%

Significant components of the income tax provision for the year ended December 31, 2012, were as follows:

Current:

Federal S 2,717,423
State 524,080
Total current 3,241,503
Deferred:

Federal (239,087)
State (26,641)
Total deferred (265,728)
Total income tax expense S 2,975,775

There were no unrecognized tax benefits at December 31, 2012.
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Federal statute remains open for federal tax returns filed in the previous three reporting periods. Various state
income tax statutes remain open fer the previous three to six reporting periods.

11. Employee Benefits

BOSC employees who satisfy eertain age and service requirements participate in a defined-benefit cash balance
pension plan (“Pension Plan”) sponsored by BOKF. Pension Plan benefits were eurtailed as of April 1, 2006. No
participants may be added to the plan and no additional service benefits will be accrued. During 2012, interest
accrued on employees’ account balances at 5 25%. Effective March 31, 2013, interest will accrue based on the
five-year trailing average of five-year U.S. Treasury securities as published in the Federal Reserve’s H15 Statistical
Release plus 1.5%, updated on a quarterly basis and compounded monthly. The interest rate will have a floor of
2.5% and a ceiling of 5.0%.

The inception-to-date return on the fund, which is used as an indicator when setting the expected return on plan
assets, was 6.80%. As of December 31, 2012, the expected return on plan assets for 2011 is 5.25%. At December
31, 2012, the discount rate was 3.36%. Plan assets consist primarily of shares in the Cavanal Hill Balanced Fund.
The typical portfolio mix of this fund is approximately 60% equities and 40% bonds. There were no employer
contributions to the plan during 2012. At December 31, 2012, the projected benefit obligation exceeded the fair
value of plan assets by $2,108,073. Plan assets are not segregated or restricted to provide benefits solely to BOSC
employees. Projected benefit obligation of the plan, which equals accumulated benefit obligations, is not
separately determined for BOSC employees.

BOSC employees who meet certain service requirements may participate in a defined-contribution thrift plan
sponsored by BOKF. Employee contributions are matched by BOSC equal to 6% of base compensation as defined in
the plan. BOSC matching contribution rates range from 50% for employees with less than four years of service to
200% for employees with 15 or more years of service. Additionally, a maximum non-elective annual contribution
of up to $750 is made for employees whose annual base compensation is less than $40,000. Participants may
direct investments in their account to a variety of options, including a BOKF common stock fund. Employer
contributions invested in accordance with the particlpant’s investment options vest over five years. BOSC incurred
total expenses of $ 3,188,622, included In the allocation of personnel expense, from these plans in 2012.

BOSC's employees may also be awarded stock-based compensation through BOKF's employee stock option plan.
Grant date fair value of stock optlens is based en the Black-Scholes option pricing model. Compensation cost is
recognized as expense over the applicable service period. The Parent recognized stock-based compensation
expense of $9,667,760 related to stock options, including $110,270 that was allocated to BOSC and included in
personnel expense.

12. Subsequent Events
BOSC has evaluated events from the date of the financial statements on December 31, 2012, through the issuance
of those financial statements on February 25, 2013. On January 31, 2013, the Parent transferred $30 million in

additional capital to BOSC to support cash flow needs from ongoing expansion of existing business lines. No other
events were identified requiring recognition and/or disclosure in the financial statements.
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BOSC, Inc.

Computation of Net Capital Pursuant to Rule 15¢3-1
Year Ended December 31, 2012

Schedule |

Net capital
Stockholder’s equity S 38,106,571
Deduct ownership equity not allowable for net capital -
Total ownership equity qualified for net capital 38,106,571
Non-allowable assets:
Prepaid expenses and other assets 1,169,440
Commissions receivable 1,442,334
Fixed assets 226,758
Federal and state income taxes receivable 350,858
Deferred tax asset 1,221,151
Other assets 111,858
Total non-allowable assets 4,522,399
Other deductions or charges 2,658,503
Aged fails-to-deliver deduction 19,244
Net capital before haircuts 30,906,425
Haircuts on securities (5,234,788)
Net capital $ 25,671,637
Computation of basic net capital requirement
Minimum net capital required (1/15 of aggregate indebtedness) S 3,467,445
Minimum dollar net capital requirement S 250,000
Net capital requirement ) 3,467,445
Excess net capital $ 22,204,192
Computation of aggregate indebtedness
Total aggregate indebtedness $ 52,011,646
Deduct adjustment based on deposits in Special Reserve Bank Accounts (15¢3-1(c)(1)(vii)) -
Total aggregate indebtedness $ 52,011,646
203%

Percentage of aggregate indebtedness to net capital

There are no material differences between the Company’s computation included in this report and the

corresponding schedule included in the Company’s unaudited Dec

See accompanying Report of Independent Registered Public Accounting Firm.

ember 31, 2012, Part Il FOCUS report.
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Schedule lI

BOSC, Inc.

Computation for Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission
Year Ended December 31, 2012

Credit balances:
Free credit balances and other credit balances in customers’ security accounts S 1,723,630
Monies borrowed collateralized by securities carried for the accounts of customers -
Monies payable against customers’ securities loaned -
Customers’ securities failed to receive 2,928,166
Credit balances in firm accounts which are attributable to principal sales to customers -
Market value of short security count differences over 30 calendar days old -
Market value of short securities and credits in all suspense accounts over 30 calendar days -
Other -

Total credits 4,651,796
Debit balances:
Debit balances in customers’ accounts 6,502,696

Securities borrowed to effectuate short sales by customers and securities borrowed to make
delivery on customers’ securities failed to deliver -

Failed to deliver of customers’ securities not older than 30 calendar days 1,155,097
Total debits 7,657,793
Excess of total debits over total credits $ 3,005,997

Reserve computation:

Excess of total debits over total credits ** $ 3,005,997

Amount on deposit S 681,591

**Eunds required to be on deposit are based on the amount that total credits exceed total debits. As of December
31, 2012, total debits exceeded total credits so no funds were required to be on deposit in the special customer
reserve account for the exclusive benefit of customers.

There are no material differences between the Company’s computation included in this report and the
corresponding schedule included in the Company’s unaudited December 31, 2012, Part Il FOCUS report.

Note: BOSC does not maintain custody of customer funds and securities.

See accompanying Report of Independent Registered Public Accounting Firm.
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Schedule il

BOSC, Inc.

Information Relating to Possession or Control Requirements
Under Rule 15c¢3-3 of the Securities and Exchange Commission
Year Ended December 31, 2012

1. Customers’ fully paid securities and excess margin securities not in the respondent’s
possession or control as of the report date (for which instructions to reduce to possession
or control had been issued as of the report date) but for which the required action was
not taken by respondent within the time frames specified under Rule 15¢3-3. S -

A. Number of items -

2. Customers’ fully paid securities and excess margin securities for which instructions to
reduce to possession or control had not been issued as of the report date, excluding items
arising from “temporary lags which result from normal business operations” as permitted
under Rule 15¢3-3. $ -

A. Number of items -

There are no material differences between the Company’s computation included in this report and the
corresponding schedule included in the Company’s unaudited December 31, 2012, Part 1| FOCUS report.

Note: BOSC does not maintain custody of customer funds and securities.

See accompanying Report of Independent Registered Public Accounting Firm.
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Schedule IV

BOSC, Inc.

schedule of Segregation Requirements and Funds in Segregation for
Customers Trading on U.S. Commodity Exchanges
Year Ended December 31, 2012

Segregation requirements
Net ledger balance:

Cash S -
Securities (at market) -
Net unrealized profit(loss) in open futures contracts traded on a contract market -
Exchange traded options:
Add market value of open option contracts purchased on a contract market -
Deduct market value of open option contracts granted (sold)
on a contract market -
Net equity -
Accounts liquidating to a deficit and accounts with debit balances — gross amount -
Less: amount offset against by customer owned securities -
Amount required to be segregated S -

Funds in segregated accounts
Deposited in segregated funds bank accounts:

Cash $ -
Securities representing investments of customers’ funds (at market) -
Securities held for particular customers or option customers
in lieu of cash (at market)
Net equities with other FCMs:
Net liquidating equity -
Securities representing investments of customers’ funds (at market) -
Securities held for particular customers or option customers
in lieu of cash (at market) -
Total amount in segregation -
Excess funds in segregation S -

There are no material differences between the Company’s computation included in this report and the
corresponding schedule included in the Company’s unaudited December 31, 2012, Part Il FOCUS report.

Note: BOSC does not maintain custody of customer funds and securities.

See accompanying Report of independent Registered Public Accounting Firm.
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Supplementary Report of Independent Registered Public Accounting Firm on Internal Control
Required by SEC Rule 17a-5(g)(1)

The Board of Directors
BOSC, Inc

In planning and performing our audit of the financial statements of BOSC, Inc., (the Company), as of and
for the year ended December 31, 2012, in accordance with auditing standards generally accepted in the
United States, we considered its 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
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), including the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications and comparisons and the
recordation of differences required by Rule 17a-13

3. 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

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3

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
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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
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.

A deficiency in internal control 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 and correct misstatements on a timely basis. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is
a reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and was not designed to identify all deficiencies in internal control that might be deficiencies,
significant deficiencies, or 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, 2012, 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 brokers and dealers and is not intended to be and should not be used by
anyone other than these specified parties.

Sanet + MLLP

February 25, 2013
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For the Fiscal Period from January 1, 2012 through December 31, 2012
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General Assessment Reconciliation
‘or the fiseal year enced 12/31/2012

iRKead carefully the sl my in your Working Copy belore completing (s Fora)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

@ of iﬂn ser. addiess. Designated Examining Authority. 1534 Act registiation no. and month in which fiscat yesy ends o
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1 WILLIAMS CENTER-PLAZA EAST indicaie on the form fited.

TULSA OK 74172
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contact respecting this torm

‘ i Karen Kreger, (405)272-2229

2. A. General Assessment (item 2¢ from page 2] $ 147,251
B. Less payment made with SIPC-6 filed (exclude interest) 75,274
7/27/12
Date Paid
C. Lass prior overpayment applied { 0
D, Assessment balance due or {averpayment) 71,977
F interest compuled on late payment {see instruction Ej for | Cdays al £0% per annum 0
F. Total assessment balance and interest due (or overpaymeni carried forward) $ 71,977
G. PAID WITH THIS FORM:
Check enclosed, payabie to SIPC .
Tola!l imust e same as F above: g 71,977 funds wired
H Cverpayment carried forward ${ 0,
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Not applicable
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This form and the assessment payment is due 60 days atter the end of the tiscal year. Retain the Working Copy of this form
fcr a period of not less than 6 years, the latest 2 years in an easity accessible place.
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the iscal geriod
begimning 1/1/2012
and gading 1213172012

Eliminate cents

ltem No.
2a. Tolal revenue [FOCUS Ling 12/Part UA Ling 9, Code 4030 $ 64,332,363
2b

vial ravenues from the sec

i diaries lexcept foreign subsidianes) and
predecessors nol inciyds

0

Net loss from principzl iransaciions in securities in trading accounts 765,008
i

3y Netlese from principal transact

s in commogities in lrading ascounts 0

143 Interest and dividend expense dequcted in determiping 1tem 24 57:042

5y Netioss from manag t ol of participation in the underwriting or distribytion of securities. 5,541,749

() Expenses other than advertising. printing. registration fees and legat fees deducied in determining nel
prolit from management of or participation i underwriting or distrinution of securities 64,990
{7y Net toss from secynities in invesiment accounts. 0

Total additions 6,428,789

the dig nbu 00 of
_tiom the sale of va
advisory \a'vs(en rendered 1o regis
accounts. and from transactions in sevumy iw

slered open end invesiment company o runi
i s from the business of insurance, from invesiment
[ COMDANIES OF INSUTance company :eoarate

,pmmm:v 8,780,451

2

Revenues from commodity iransactions Q
¥

3 Sommizsions, Hloor brokerage and clearance paid to other SIPC members m connestion with
securities transactions. 0

{4) Reimbursements for postage in connection with proxy 50

(53 Net gain from securities in mvestment accounts.

bazekezr acceplaﬂf’es oy Mm'ner a mpe! lnat malr e rxne

2,832,825

(7} Direct expenses bi printing advertising and 'egal fees iscurred in connection with other revernye
relaied 1o the sacurities bumesv {ravenue defingd by Section 18{S}L) of the Achi. 0

8

Other revenue not reiated either directly or indirectly to the securities business
See Instruction €).

Deductions i excess of $100,000 require ducumentation)

4y o1 Tetal interest and
Code =1%,,.75 plus

idend expente (FOCUS Line 22/PART 1A Line 13,
line 2b(4; above) byl not in excess

of tetal interest and dividend inc ome, 3 247,342
(it} 40% of mfgw interest garnad on customers securnities
accounts (40% of FOCUS line 5, Code 38801 $ 0
Enter the greaser of line 1) or {ii) 247,342

11,860,618
$ 58,900,534
147,251

o

it page 1, e 2
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Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon Procedures

To the Board of Directors and Management of BOSC, Inc.:

We have performed the procedures enumerated below, which were agreed to by the Board of Directors and
management of BOSC, Inc, the Securities Investor Protection Corporation (SIPC), the Securities and
Exchange Commission, and the Financial Industry Regulatory Authority in accordance with Rule 17a-5(e)(4)
of the Securities Exchange Act of 1934. We performed the procedures solely to assist the specified parties in
evaluating BOSC, Inc.’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7) for the fiscal period from January 1, 2012 to December 31, 2012. BOSC, Inc.’s
management is responsible for BOSC, Inc.’s compliance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with attestation standards established by the American
Institute of Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the sufficiency of
the procedures described below either for the purpose for which this report has been requested or for any
other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement record
entries.

There were no findings

2. Compared the amounts reported on the FOCUS report with the amounts reported in Form SIPC-7 for
the fiscal period from January 1, 2012 to December 31, 2012.

There were no findings
3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers
There were no findings

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
supporting schedules and working papers supporting the adjustments.

There were no findings

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed.

There were no findings
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We were not engaged to and did not conduct an examination, the objective of which would be the expression
of an opinion on compliance with the applicable instructions of the General Assessment Reconciliation (Form
SIPC-7) for the fiscal period from January 1, 2012 to December 31, 2012. Accordingly, we do not express

such an opinion. Had we performed additional procedures, other matters might have come to our attention
that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Gt ¥ MLLP

February 25, 2013
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