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OATH OR AFFIRMATION

&(\A&M/ (/%MN\C OU\C‘ , swear {or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
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E M '\J\Qy {d kg , 20 Dg , are true and correct. I further swear (or affirm) that

neither the company noeany partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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WBhary poblic O SHARON GAROFANELLO
Notary Public - State of New York

This report ** contains (check all applicable boxes): No. 01GA6109510

3 (a) Facing Page. Qualified in New York County

GGl (b) Statement of Financial Condition. My Commission Expires May 10, 2008

3@ (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.

O (f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

I (g) Computation of Net Capital.

3 (b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O (5 A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

@ @) AnOath or Affirmation,

[0 (m) A copy of the SIPC Supplemental Report.

O (n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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PricewaterhouseCoopers LLP
PricewaterhouseCoopers Center
300 Madison Avenue

New York NY 10017

Telephone (646) 471 3000
Facsimile (813) 286 6000

Report of Independent Auditors

To the Board of Directors and Stockholder of
Itau Securities Inc.

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Itau Securities Inc. (the “Corporation”) at December 31, 2004, in
conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Corporation’s management. Our responsibility is to
express an opinion on this financial statement based on our audit. We conducted our audit of this
statement in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the andit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statement, assessing the
accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

62@4%@»&% bj/ /a

February 4, 2005



Itau Securities Inc.

Statement of Financial Condition
December 31, 2004

Assets

Cash and cash equivalents

Due from affiliates

Receivable from clearing brokers

Receivable from customers

Furniture and fixture, equipment and leasehold improvements, net of accumulated
depreciation and amortization $266,124

Taxes Receivable

Deferred taxes

Other assets

Total assets

Liabilities and Stockholder's Equity
Liabilities
Accounts payable and accrued expenses
Due to affiliates
Fail to receive from affiliates

Total liabilities
Stockholder's Equity
Common stock - $0.01 par value, 10,000 shares authorized, issued and outstanding
Additional paid-in capital
Retained earnings
Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of these financial statements.
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$ 802,240
317,220
2,597,431
1,275,702

288,260
12,232
80,347
47,989

$ 5,421,421

$ 547,690
267,555
1,275,702
2,090,947

100
2,999,900

330,474

3,330,474

§ 5,421,421



Itau Securities Inc.

Notes to Statement of Financial Condition
December 31, 2004

1. Organization and Business

Itau Securities Inc. (the “Corporation”) was incorporated in November 2001. The Corporation was
registered with the Securities and Exchange Commission as a broker-dealer in securities and is a
member of the National Association for Securities Dealers, Inc. (“NASD”). In addition, the
Corporation is registered as a futures commissions merchant with the CFTC. The Corporation has
not commenced futures operations. The Corporation engages primarily in brokerage and
investment advisory services with respect to Eurobonds, U.S., and non-U.S. securities. The
Corporation is a wholly owned subsidiary of Itau USA Inc., formerly Itau Brazil Inc. (the
“Parent”).

The Corporation acts as an agent for customers in the purchase and sale primarily of U.S. and non-
U.S. securities. The Corporation executes and clears all of its U.S. securities trades through
clearing brokers and non U.S. securities trades through its affiliates. These trades are settled on a
delivery versus payment basis.

2. Significant Accounting Policies

Financial instruments which are readily convertible in cash and have a maturity date of three
months or less at date of acquisition are considered to be cash and cash equivalents. The
Company’s cash and cash equivalents are held by one bank.

Receivable from clearing brokers represents balances on deposit with and commissions and interest
receivable from the Company’s clearing brokers.

The preparation of financial statements in conformity with generally accepted accounting
principles 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.

3. Furniture, Equipment and Leasehold Improvements

A summary of the components of furniture, equipment and leasehold improvements at December
31, 2004 are as follows:

Furniture $ 56,797
Equipment $ 301,768
Leasehold Improvements , $ 195819
554,384
(266,124)
Accumulated depreciation and amortization 288,260
3



Itau Securities Inc.
Notes to Statement of Financial Condition
December 31, 2004

4. Regulatory Requirements

The Corporation is subject to the Securities and Exchange Commission (“SEC”) Uniform Net
Capital Rule (SEC Rule 15¢3-1) and the Commodity Futures Trading Comimission’s Regulation
1.17, which both require the maintenance of minimum net capital.

The Corporation has elected to use the alternative method, permitted by Rule 15¢3-1, which
requires that the Corporation maintains minimum net capital, as defined. As of December 31,
2004, the Corporation had net capital of $2,584,426, which was $2,334,426 in excess of the
required net capital of $250,000.

The Corporation operates as an introducing broker by clearing all transactions with and for
customers through its foreign affiliates or a U.S. clearing broker and claims exemption under
sections (K)(2)(i) and (ii) of Rule 15¢3-3.

5. Income Taxes

The Corporation complies with the provisions of Financial Accounting Standards Board Statement
of financial Accounting Standard No. 109 “Accounting for Income Taxes”. FAS 109 requires the
liability method of accounting for income taxes. Deferred tax assets and liabilities are recorded
based on temporary differences between the reporting of income and expenses for financial and tax
purposes.

At December 31, 2004, the Corporation had deferred tax assets of approximately $101,500 and
liabilities of $21,153 comprised net of $46,808 Federal and $33,539 State and Local. The gross
deferred tax assets reflect the tax effect of start-up expenditures. The gross deferred tax liabilities
reflect the tax effect of fixed assets depreciation. In addition, the Company has excess foreign tax
credits of approximately $80,000 for which a full valuation allowance has been recorded.

6. Commitments and Contingencies
The Corporation subleases office space and certain equipment under an operating lease with an
affiliate expiring on May 31, 2009. Aggregate minimum annual rental commitments are as

follows:

Year Ending December 31,

2005 $ 130,442
2006 130,442
2007 130,442
2008 130,442
2009 108,702

Total minimum future rental payments $ 630,470

7. Financial Instruments with Off-Balance Sheet Risk

In the normal course of business, the Corporation is involved in the execution and settlement of
various securities transactions. The Corporation introduces all of its customer domestic
transactions, which are not reflected in these financial statements, to two clearing brokers, who
clear such transactions on a “fully disclosed” basis. Pursuant to the terms of the agreement with
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Itau Securities Inc.
Notes to Statement of Financial Condition
December 31, 2004

the clearing brokers, the clearing brokers may charge the Corporation for counterparty
nonperformance. As the right to charge the Corporation has no maximum amount and applies to
all trades executed through the clearing brokers, the Corporation believes there is no maximum
amount assignable to this right. At December 31, 2004, the Corporation has recorded no liabilities
with regard to the right.

In addition, the Corporation has the right to pursue collection or performance from the
counterparties who do not perform under their contractual obligations.

8. Related Party Transactions

A summary of significant related party transactions are as follows:

(a) At December 31, 2004 the Corporation had a receivable of $201,220 from affiliates for
trading commissions.



