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IJRCEWATERHOUSEWPERS

PricewaterhouseCoopers LLP

1441 Brickell Avenue

Suite 1100

Miami FL 33131

Telephone 305 375 7400

Facsimile 305 375 6221

Report of Independent Certified Public Accountants

To the Board of Directors of

Sabadell Securities USA Inc

In our opinion the accompanying statement of financial condition and the related statements of

operations changes in stockholders equity and of cash flows present fairly in all material respects the
financial position of Sabadell Securities USA Inc the Company development stage entity
wholly owned subsidiary of Banco Sabadell S.A at December 31 2009 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally
accepted in the United States of America These financial statements are the responsibility of the

Companys management Our
responsibility is to express an opinion on these financial statements

based on our audit We conducted our audit of these statements 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 financial statements are free
of material misstatement An audit includes examining on test basis evidence supporting the
amounts and disclosures in the financial statements assessing the accounting principles used and

significant estimates made by management and evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken
as whole The information contained in Schedules and II is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by Rule 17a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the
auditing procedures applied in the audit of the basic financial statements and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as
whole

February 26 2010



Sabadell Securities USA Inc

Development Stage Entity

Statement of Financia Condition

December31 2009

Assets

Cash

Deposit with clearing broker

Other assets

Total assets

Liabilities and Stockholders Equity

Accrued expenses and other liabilities

Total liabilities

Stockholders equity

Common stock $10.00 par value

1000 shares authorized issued and outstanding

Additional paid in capital

Accumulated deficit

Total stockholders equity

Total liabilities and stockholders equity

512998

100001

49876

662875

97068

97068

10000

790000

234193

565807

662875

The accompanying notes are an integral part of these financial statements



Sabadell Securities USA inc
Development Stage Entity

Statement of Operations
Year Ended December 31 2009

Revenues

Income on interest bearing deposits

Total revenues

Expenses

Employee compensation and benefits

Professional fees

Occupancy

Fees and services

Telecommunications and data processing

Other

Income tax expense

Total expenses

Income before taxes

Net loss

1080

1080

12800

83701

16252

4988

70031

10683

198456

197376

406

197782

The accompanying notes are an integral part of these financial statements



SabadeH Securities USA Inc
Development Stage Entity

Statement of Changes in Stockholders Equity
Year Ended December 31 2009

Additional Total

Common Stock Paid-In Accumulated Stockholders

Shares Amount Capital Deficit Equity

Balance at December 31 2008 1000 10000 190000 36411 163589

Net loss 197782 197782
Capital contribution 600000 600000

Balance at December 31 2009 1000 10000 790000 234193 565807

The accompanying notes are an integral part of these financial statements



Sabadefi Securities USA Inc
Development Stage Entity

Statement of Cash Flows

Year Ended December 31 2009

Cash flows from operating activities

Net loss 197782
Adjustments to reconcile net loss to net cash

used in operations

Deposit with clearing broker 100001
Accrued expenses and other liabilities 96545
Other assets 48515

Net cash used in operating activities 249753
Cash flows from financing activities

Capital contribution 600000

Net cash provided by financing activities 600000

Net increase in cash 350247

Cash

Beginning of year 162751

End of year 512998

The accompanying notes are an integral part of these financial statements



Sabadell Securities USA Inc
Development Stage Entity

Notes to the Financial Statements

December 31 2009

Organization and Summary of Significant Accounting Policies

Sabadell Securities USA Inc the Company wholly owned subsidiary of Banco Sabadell S.A
was incorporated on May 23 2008 is broker-dealer registered with the Securities and Exchange
Commission SEC and member of the Financial Industry Regulatory Authority FINRA The

Companys registration with FINRA was effective as of May 21 2009 During 2009 the Company
was not operational The operations start date is February 24 2010 upon receiving approval from

the Federal Reserve to commence operations on February 16 2010

The Company will provide introductory brokerage and investment services primarily for customers

of Banco Sabadell S.A and its subsidiaries All security transactions are expected to be settled

through third party clearing broker on fully disclosed basis Custody of securities owned by

customers of the Company will be maintained by third parties

The following is description of the significant accounting policies and practices followed by the

Company in the preparation of the accompanying financial statements These policies conform to

accounting principles generally accepted in the United States of America

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

Cash

Cash consists of cash in banks which is held primarily at one major U.S financial institution

Income Taxes

The Company is subject to U.S federal and state income taxes The Company utilizes and asset

and liability approach to account for income taxes The asset and liability approach requires

recognition of deferred tax assets and liabilities for expected future tax consequences of temporary

differences between the carrying amounts and tax basis of other assets and liabilities Deferred tax

assets are required to be reduced by valuation allowance to the extent that management

believes it is more likely than not that the deferred tax asset will not be realized

Net Capital Requirements

During 2009 the Company received $600000 capital contribution from the Parent The

Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires the

maintenance of minimum net capital as defined equal to the greater of $5000 or 12 1/2% of

aggregate indebtedness as defined At December 31 2009 the Company had net capital of

$515931 which was $503798 in excess of the minimum amount required of $12133

The Company is exempt from the SECs Customer Protection Rule Rule 15c3-3 Section

k2ii of Rule 5c3-3 allows for this exemption since all customer transactions are cleared

through other broker-dealers on fully-disclosed basis



Sabadell Securities USA Inc
Development Stage Entity

Notes to the Financial Statements

December 31 2009

Cash Segregated Under Federal Regulations

Rule 5c3-3 under the Securities and Exchange Act of 1934 the Rule specifies certain

conditions under which brokers and dealers carrying customer accounts are required to maintain

cash or qualified securities in special reserve bank account for the exclusive benefit of

customers Amounts to be maintained if any are computed in accordance with formula defined

in the Rule The Company is exempt from the maintenance of such reserve accounts

Related Party Transactions

The Company entered into Management Agreement with Banco Sabaclell S.A Miami Branch

the Branch effective May 2009 Under this agreement certain expenses were paid to the

Branch and are considered related party transactions During 2009 the Company received

accounting and certain administrative services performed by the Branch at no charge

Related party transactions included in the Companys results of operations for the year ended
December 31 2009 are summarized as follows

Technology and operational support 20000

Rent expense 16252

Salaries and benefits 12800

Total expenses 49052

Income Taxes

At December 31 2009 the Companys deferred tax asset consists of the following tax-effected

temporary differences

Capitalized start-up expenditures 88706
Valuation allowance 88706

Net deferred tax asset

At December 31 2009 the Company has recorded valuation allowance of $88706 on its

deferred tax assets as management has determined based on current available information that it

is more likely than not that the assets will not be realized

Deferred tax is related to temporary difference between tax and U.S GAAP treatment for start-up

expenses
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Sabadell Securities USA Inc
Development Stage Entity

Computation of Net Capital

Under Rule 15c3-1 of the Securities and Exchange Commission
December 31 2009 Schedule

COMPUTATION OF NET CAPITAL

Total stockholders equity 565807

Deductions and/or charges

Non-allowable assets

Prepaid expenses 49853
Other assets 23

Total deductions and/or charges 49876

Net capital 515931

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 12133

Excess of net capital 503798

COMPUTATION OF AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Accued expenses and other liabilities 97068

Computation of basic net capital requirements

Minimum net capital required calculated as

the greater of 12 1/2 of aggregate

indebtedness or $5000 12133

Excess net capital 503798

The Company is exempt from Rule 5c3-3 pursuant to the provisions of subparagraph ii



Sabadell Securities USA Inc
Development Stage Entity

Computation for Determination of Reserve Requirements for Broker-Dealers
Under Rule 15c3-3 of the Securities and Exchange Commission
December31 2009 Schedule II

The Company clears all transactions with and for customers on fully disclosed basis and the Company
does not otherwise hold funds or securities for or owe money to customers and therefore is exempt from

the provisions of Rule 15c3-3 pursuant to paragraph k2ii
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PricewaterhouseCoopers LLP

1441 Brickell Avenue

Suite 1100

Miami FL 33131

Telephone 305 375 7400

Facsimile 305 375 6221

Report of Independent Certified Public Accountants

on Internal Control Required by Rule 17a-5 of the

Securities and Exchange Commission

To the Board of Directors of

Sabadell Securities USA Inc

In planning and per-forming our audit of the financial statements of Sabadell Securities USA Inc the
Company as of and for the year ended December 31 2009 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-5g1 of the Securities and Exchange Commission the SEC 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 compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the following

The periodic computations of aggregate indebtedness and net capital under Rule 17a-3a11
and

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 the

recordation of differences required by Rule 17a-13 and

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

10



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 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 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 generally accepted accounting

principles Rule 17a-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 control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that

there is more than remote likelihood that misstatement of the entitys financial statements that is

more than inconsequential will not be prevented or detected by the entitys internal control material

weakness is significant deficiency or combination of significant deficiencies that results in more than

remote likelihood that material misstatement of the financial statements will not be prevented or

detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first second and third

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 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 material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices

and procedures were adequate at December 31 2009 to meet the SECs objectives

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

SEC the Financial Industry Regulatory Authority 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

February 26 2010
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