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Affirmation

Thomas Clyne affirm that to the best of my knowledge and belief the accompanying

financial statements and supplementary schedules pertaining to the firm of BNP Paribas
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proprietary interest in any account classified solely as that of customer

Thomas Clyne

Chief Financial Officer
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of February 2011
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BNP Paribas Securities Corp
An indirectly wholly owned subsidiary of BNP PARIBAS
Statement of Financial Condition

As of December 31 2010

in thousands

Assets

Cash

Cash deposited with clearing organizations or segregated under

federal and other regulations

Securities purchased under agreements to resell

Securities borrowed

Securities owned at fair value

including securities owned pledged to counterparties of $21854863
Receivable from brokers dealers and clearing organizations

Securities failed to deliver

Receivable from customers

Interest and dividends receivable

Other assets

Total assets

Liabilities and stockholders equity

Liabilities

13637

375888

63934266

33479982

22714541

13561202

513749

270220

141040

450402

135454927

Overnight loan

Securities sold under agreements to repurchase

Securities loaned

Securities sold not yet purchased at fair value

Payable to brokers dealers and clearing organizations

Payable to customers

Securities failed to receive

Interest and dividends payable

Accrued expenses and other liabilities

Liabilities subordinated to the claims of general creditors

Stockholders equity

Total liabilities and stockholders equity

959006

103423166

18096595

4595599

3392309

872846

427563

83510

908497

132759091

682000

2013836

135454927

The accompanying notes are an integral part of this Statement of Financial Condition



BNP Paribas Securities Corp
An indirectly wholly owned subsidiary of BNP PARIBAS
Notes to Statement of Financial Condition

As of December 31 2010

in thousands

Organization and Nature of Business

BNP Paribas Securities Corp the Company or BNPPSC is wholly-owned subsidiary of BNP
Paribas North America Inc BNPPNA the ultimate parent of which is BNP PARIBAS

BNPP
The Company is registered as broker-dealer with the Securities and Exchange Commission

SEC under the Securities Exchange Act of 1934 BNPPSC is also registered as futures

commission merchant with the Commodity Futures Trading Commission CFTC under the

Commodity Exchange Act In addition the Company is member of the New York Stock Exchange

NYSE the Financial Industry Regulatory Authority FINRA the Chicago Mercantile

Exchange CME and the National Futures Association NFA The Company engages in

proprietary transactions and brokerage activities for its customers primarily institutions other

broker-dealers and affiliates BNPPSC also engages in investment banking activities and provides

certain operational services

Significant Accounting Policies

Basis of Presentation and Use Of Estimates

The preparation of the Statement of Financial Condition in conformity with accounting principles

generally accepted in the United States of America U.S GAAP requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of

contingent assets and liabilities at December 31 2010 Significant estimates include the realization

of deferred tax asset deferred compensation and the fair value measurement of Securities owned

and Securities sold not yet purchased classified as level Actual results could differ materially

from such estimates included in the Statement of Financial Condition

Cash

The Company has all cash on deposit with major money center banks

Securities Transactions

Securities transactions are recorded on the trade date Securities owned and securities sold not yet

purchased are recorded at fair value in accordance with the Accounting Standards Codification

ASC 820-10 Fair Value Measurements Customers securities transactions are reported on the

settlement date

Repurchase Agreements

Securities purchased under agreements to resell reverse repo and securities sold under

agreements to repurchase repo are treated as collateralized financing transactions and are carried

at their contracted resale or repurchase amounts plus accrued interest It is the Companys policy to

take possession of securities with fair value equal to or in excess of the principal amount loaned

plus accrued interest The Company has reported certain reverse repo and repo transactions net in

the Statement of Financial Condition Such transactions are netted by counterparty where the right to

offset exists

Securities Borrowing and Lending Activities

Securities borrowed and securities loaned are recorded at the amount of cash collateral advanced or

received Securities borrowed transactions require the Company to deposit cash or similar collateral

with the lender With respect to securities loaned the Company receives collateral in the form of



BNP Paribas Securities Corp
An indirectly wholly owned subsidiary of BNP PARIBAS
Notes to Statement of Financial Condition

As of December31 2010

in thousands

cash in an amount generally in excess of the fair value of securities loaned The Company monitors

the fair value of securities borrowed or securities loaned on daily basis with additional collateral

obtained or refunded as necessary Interest receivable or payable on such transactions is accrued and

included in the Statement of Financial Condition in Interest and dividends receivable or Interest and

dividends payable respectively

Short-Term Borrowings

The company obtains short-term financing by borrowing from an affiliate using an unsecured loan

facility The principal and accrued interest associated with these borrowings are recorded in the

Statement of Financial Condition

Exchange Memberships

Those membership shares and seats which are required by the Company to conduct its clearance and

execution activities are recorded at cost less any adjustments for permanent impairments and are

included in Other assets in the Statement of Financial Condition

Foreign Currencies

The Company has balances denominated in foreign currency These assets and liabilities are

translated at closing exchange rates at December 31 2010

Securities Received from Customers and Affiliates

Securities received from customers and affiliates in lieu of cash margin are not reflected in the

Statement of Financial Condition as the Company does not own such securities and they may only be

sold or hypothecated to the extent the Company requires the equivalent funds to meet regulatory or

counterparty requirements

Receivables from and Payables to Broker-Dealers and Clearing Organizations

Receivables from broker-dealers and clearing organizations include amounts receivable from

clearing organizations relating to open transactions non-customer receivables and margin deposits

Payables to broker-dealers and clearing organizations include amounts payable to clearing

organizations relating to open transactions and non-customer payables

Securities Failed to Deliver and Securities Failed to Receive

Securities failed to deliver and Securities failed to receive represent sales and purchases of securities

by the Company either for its account or for the accounts of customer but does not deliver or receive

the securities on settlement date Such transactions are initially measured at the sale or purchase

price plus any accrued interest

Receivables and Payables with Customers

Customer receivables and payables primarily represent amounts related to cash deposits and

unsettled trades and are reported net by counterparty

Income Taxes

The results of the Companys operations are included in the consolidated federal and the combined

state and local income tax returns of Paribas North America Inc PNA U.S holding company
whose ultimate parent is BNPP



BNP Paribas Securities Corp
An indirectly wholly owned subsidiary of BNP PARIBAS
Notes to Statement of Financial Condition

As of December 31 2010

in thousands

The Company records an income tax provision equal to the total current and deferred tax provision

benefit which would have been calculated if the Company had filed on stand-alone basis The

method is systematic rational and consistent with the broad provisions of ASC 740 Income Taxes

Deferred tax assets and liabilities are recognized for temporary differences between the financial

reporting and the tax basis of the Companys assets and liabilities Valuation allowances are

established to reduce deferred tax assets to the amount that more likely than not will be realized The

Companys tax assets and liabilities are presented as component of Other assets and Accrued

expenses and other liabilities respectively in the Statement of Financial Condition

Uncertain tax positions are evaluated in accordance with ASC 740-10-25 Income Taxes which

prescribes comprehensive model for the financial statement recognition measurement presentation

and disclosure of income tax uncertainties with respect to positions taken or expected to be taken in

income tax returns

Accrued interest and penalties are included in Accrued expenses and other liabilities in the Statement

of Financial Condition

Fair Value Measurement Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer liability

in an orderly transaction between market participants at the measurement date

ASC 820 Fair Value Measurements established 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 developed based on market data

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

Companys assumptions about the assumptions that market participants would use in pricing the

asset or liability developed 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

Level Valuations based on quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access 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 Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The Company uses market quotes for pricing its trading portfolio when available When no active

market exists the Company uses prices of comparable instruments to determine the fair value In

some instances the Company may also employ mark to model valuation methodology During

2010 no trading positions were valued using mark to model approach
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An indirectly wholly owned subsidiary of BNP PARIBAS
Notes to Statement of Financial Condition

As of December 31 2010

in thousands

Recent Accounting Developments

In June 2009 Financial Accounting Standards Board FASB amended ASC 860-10 Transfers

and Services This Statement improves the relevance representational faithfulness and

comparability of the information that reporting entity provides in its financial statements about

transfer of financial assets the effects of transfer on its financial position financial performance

and cash flows and the transferors continued involvement if any in the transferred financial assets

Additionally the concept of qualifying special purpose entity is no longer relevant upon adoption

This Statement must be applied as of the beginning of the Companys first annual reporting period

that begins after November 15 2009 For the Company the date of adoption of this Statement was

January 2010 Early adoption was prohibited The adoption of ASC 860-10 did not have material

impact on the Companys Statement of Financial Condition

The determination is based on among other things the other entitys purpose and design and the

reporting entitys ability to direct the activities of variable interest entity that most significantly

impact the entitys economic performance

ASC 810 was effective as of the beginning of the first annual reporting period that begins after

November 15 2009 for interim periods within the first annual reporting period and for interim and

annual reporting periods thereafter For the Company the date of adoption of ASC 810 was January

2010 The adoption did not have material impact on the Companys Statement of Financial

Condition

In January 2010 the FASB issued Accounting Standards Update No 2010-06 ASU 2010-06

which amends ASC 820 Fair Value Measurements The ASU requires fair value disclosures for

each asset and liability class disclosures related to inputs and valuation methods for measurements

that use Level or Level inputs disclosures of significant transfers between Levels and and

the gross presentation of significant transfers into or out of Level within the Level roliforward

The ASU also requires the
gross presentation of purchases sales issuances and settlements within

the Level roilforward The disclosure requirement by class is greater level of disaggregation

compared to the previous requirement which was based on the major asset or liability category

ASU 2010-06 is effective for the first reporting period beginning after December 15 2009 except

for the requirement to provide the Level activity for purchases sales issuances and settlements on

gross basis which will be effective for fiscal years beginning after December 15 2010 and for

interim periods within those fiscal years The adoption of ASU 2010-06 did not have material

impact on the Companys Statement of Financial Condition

In July 2010 the FASB issued ASU 20 10-20 which amends ASC 310 Receivables The ASU

requires additional disclosures that provide greater level of disaggregated information about the

credit quality of financing receivables and the allowance for credit losses It also requires the

disclosure of credit quality indicators past due information and modifications of financing

receivables The amended disclosure guidance related to information as of the end of reporting

period is effective for the first interim or annual reporting period ending on or after December 15

2010 The amended disclosure guidance related to activity that occurs during reporting period is

effective for the first interim or annual reporting period beginning after December 15 2010 The

adoption of ASU 2010-20 did not have material impact on the Companys Statement of Financial

Condition
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Notes to Statement of Financial Condition

As of December 31 2010

in thousands

Securities Owned and Securities Sold Not Yet Purchased

Securities owned and securities sold not yet purchased at December 31 2010 consist of

Securities owned and Securities sold not yet purchased at fair value

Owned Sold

U.S Government securities and agencies 21857971 4594344

Corporate debt instruments 518502 1255

Municipal debt instruments 329541

Equities 8527

22714541 4595599

Securities owned that are pledged to counterparties represent proprietary positions which have been

pledged as collateral to counterparties on tenns which permit the counterparty to sell or repledge the

securities to others The amount of securities pledged is disclosed in the Statement of Financial

Condition

Receivable from and Payable to Brokers Dealers and Clearing Organizations

Amounts receivable from and payable to brokers dealers and clearing organizations at December 31
2010 consist of the following

Receivable Payable

Receivable/Payable from/to non-customers 10453280 267709

Receivable/Payable from/to brokers dealers 2985753 3014623

Receivable/Payable from/to clearing organizations 122169 109977

13561202 3392309

The Company clears certain of its proprietary non-customer and customer transactions through

various clearing organizations The amounts related to receivable and payable to broker-dealers

relates to the aforementioned transactions and are collateralized by securities

Liabilities Subordinated to Claims of General Creditors

The Company has eight subordinated loan agreements totaling $682000 with affiliates outstanding

at December 31 2010 These loans have varying rollover dates
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Rollover Date Affiliated Lender Rate Amount

March 31 2011 CooperNeff Inc 3M LIBOR 25000

April 30 2011 BNPPNA 3M LIBOR 72000

June 30 2011 BNPPNA 3M LIBOR 10000

June 30 2011 BNPPNA 3M LIBOR 10000

July31 2011 BNPPNA 3ML1BOR 75000

October 31 2011 BNPPNA 3M LIBOR 90000

December 31 2014 BNPPNA 1M LIBOR 25bps 100000

December31 2015 BNPPNA 3M LIBOR 300000

682000

The loans allow for prepayment of all or any part of the obligations at the option of the Company
and upon receipt of prior written approval of the FINRA and the CME All loans bear interest based

on the London Interbank Offered Rate LIBOR rate as defined by their lenders

The agreements covering the subordinated borrowings have been approved by the F1NRA and are

thus available in computing net capital pUrsuant to Rule 5c3- under the Securities Exchange Act of

1934 and Regulation 1.17 under the Commodity Exchange Act To the extent that such borrowings

are required for the Companys continued compliance with net capital requirements they may not be

repaid The FINRA subordinated loan agreements have automatic extensions with regard to maturity

dates FINRA requires more than six months advance notification of intent to not extend the maturity

of subordinated loan agreement The Company has made no such notification

Deferred Compensation

In 2009 BNPP established three new plans the Capital Markets Incentive Plan 2009 CMIP
2009 the Capital Markets Incentive Plan 2009 CMIP 2009 and the Key

Employee Incentive Plan 2009 KElP 2009 All there plans are liability awards with grant dates in

February 2009 Units were awarded based on the average closing price of BNPP shares over

specified period The vesting of CMIP 2009 and KELP 2009 plans are subject to fulfillment of

specified perfonnance conditions The CMIP 2009 plan vests based on the fulfillment of service

conditions The vesting periods for each of these plans are June of 2009 2010 2011 and 2012

For 2010 BNPP established two new plans the Deferred Compensation Scheme 2010 DC
2010 and the Key Contributors Incentive Plan 2010 KCIP 2010 These plans are liability

awards which vest over three year period Under the DCS 2010 plan units awarded will be based

on the average closing price of BNPP shares over specified period with the final unit price subject

to certain performance conditions on an annual basis The grant date for the DCS 2010 plan was

March 25 2010 Payments will be made June 2011 2012 and 2013 on the basis of the respective

years final unit price The KCIP 2010 has the same structure as DCS 2010 but does not include any

performance requirement

For 2011 BNPP established four new plans DCS 2011 Plus Plan DCS 2011 Plan CLB

KCDP Plan and Group KCDP Plan All four plans are liability awards with grant dates in

February 2011 Units are awarded based on the average closing price of BNPP shares over

specified period The vesting of DCS 2011 Plus Plan is subject to fulfillment of specified



BNP Paribas Securities Corp
An indirectly wholly owned subsidiary of BNP PARIBAS
Notes to Statement of Financial Condition

As of December 31 2010

in thousands

performance conditions The remaining three plans vest based on the fulfillment of service

conditions The vesting periods for each of these plans are March of 2012 2013 and 2014

In addition BNPP allows certain employees to defer up to 100% of their bonus through voluntary

deferred compensation plan Plan The assets of the Plan are owned by BNPP with an offsetting

liability to the individual employees

Employee Benefit Plans

Substantially all employees of BNPP and its affiliates in the United States of America who meet

certain age and tenure requirements are covered under various benefit plans in which BNPPSC

participates The plans include funded noncontributory defined benefit plan supplemental

executive retirement plan and defined contribution 401k plan The assets of the defined benefit

plan are principally invested in fixed income and equity securities held by third-party trustee and

managed by third party investment advisors At December 31 2010 the defined benefit plan was

underfunded by approximately $48054

Income Taxes

The difference between the Companys federal statutory and effective tax rate is due to permanent

differences such as non deductible meals and entertainment tax-exempt interest income state and

local taxes unrecognized tax benefits and an adjustment for prior year taxes

The tax payable or benefit receivable is settled with PNA periodically At December 31 2010 the

Companys net tax payable to PNA of $459676 was included in Accrued expenses and other

liabilities in the Statement of Financial Condition The Company did not make tax payments to PNA

during 2010

At December 31 2010 the Companys net deferred tax asset of $38316 is comprised of $43261 of

deferred tax assets and $4945 of deferred tax liabilities The net deferred tax asset is due to

differences between tax basis of assets and liabilities and their respective financial-reporting amounts

arising primarily from differences in the timing of the recognition of transfer pricing expenses for

deferred compensation and accrued interest payable to foreign affiliates The Company has not

recorded valuation allowance against the net deferred tax asset as management believes that the

benefit related to the deferred tax asset is more likely than not to be realized in the future The net

deferred tax asset was included in accrued expenses and other liabilities in the Statement of Financial

Condition

As of December 31 2010 the Company has recorded accrued interest and penalties of $13535 in

the Statement of Financial Condition For the year ended December 31 2010 the Company recorded

$6883 in the Statement of Income for interest and penalties The Company is currently under audit

by the New York State and New York City tax jurisdictions As result of the examinations the

entire amount of unrecognized tax benefits including interest could be impacted within the next 12

months

As of December 31 2010 the Companys open tax years subject to examination by the Internal

Revenue Service are 2006 2007 2008 2009 and 2010 For New York State and New York City the

open tax years are 2003 2004 2005 2006 2007 2008 2009 and 2010
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The Company does not have any New York State or New York City net operating losses It has

Pennsylvania NOL carryforward of $36530 which can be utilized through 2028

Transactions with Related Parties

The Company engages in various transactions with BNPP and its affiliates These transactions

include financing agreements and operational support

At December 31 2010 the Company has formal unsecured line of credit with BNPP Borrowings

under this line of credit bear rate of LIBOR as defined by BNPP plus nominal interest rate The

maximum borrowing under these arrangements is $4684400 At December 31 2010 the Company
borrowed $959006 under this line On any date in which the equivalent in euros of the aggregate

principal amount of all advances outstanding exceeds 105% of the maximum borrowing amount

BNPP may at its sole discretion notijy the Company of such excess and make demand for

prepayment in respect thereof

At December 31 2010 assets and liabilities with related parties consist of the following

Cash 1524

Securities purchased under agreements to resell 51886242

Securities borrowed 7606050

Receivable from brokers dealers and clearing organizations 12718534

Securities failed to deliver 23723

761Receivable from customers

Other assets

Total assets

Overnight loan

Securities sold under agreements to repurchase

Securities loaned

Payable to brokers dealers and clearing organizations

Payable to customers

Securities failed to receive

Accrued expenses and other liabilities

Total liabilities

Liabilities subordinated to the claims of general creditors

959006

22198262

13278793

2737205

473064

31509

553362

40231201

682000

The Company executes various transactions with its affiliates such as Securities purchased under

agreements to resell Securities sold under agreements to repurchase Securities borrowed Securities

loaned margin financing and clearance and settlement

The Company is party to numerous transfer pricing agreements with its affiliates Due to the nature

of these agreements the Company could experience significant negative impact on its results as

well as historically being notified of the final settlement amounts concerning its portion of the

348997

72585831
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global profit split in late February To mitigate the impact of these potential issues the Company has

entered into fee agreement with PNA to mitigate the late notification issue and separate

agreement with its ultimate parent BNPP to limit the amount of loss the Company is required to

recognize under these transfer pricing agreements

At December 31 2010 intercompany transfer pricing receivables were $268776 which are included

in Other assets in the Statement of Financial Condition At December 31 2010 intercompany

transfer pricing payables were $5224 which are included in Accrued expenses and other liabilities in

the Statement of Financial Condition Transfer pricing is accounted for in accordance with BNPP
transfer pricing agreements

10 Pledged Assets Commitments and Contingencies

At December 31 2010 the approximate fair values of collateral received which may be sold or

repledged by the Company

Sources of collateral

Securities purchased under agreements to resell 98788721

Securities received in securities borrowed vs cash transactions 33039356

Total 131828077

At December 31 2010 the approximate fair values of the portion of collateral received that were

sold or repledged by the Company including the collateral related to amounts netted under FASB
ASC 10-20-45 formerly FiN 41 were

Uses of collateral

Securities sold under agreements to repurchase 113709026

Securities loaned 17585678

Total 131294704

The Company is required to maintain deposits with various clearing organizations and exchanges

At December 31 2010 the Company has placed securities it owns which have fair value of

$556279 and cash deposits of $178372 to satisfy such requirements The Company has pledged

$89534557 of securities collateral under tn-party agreements which cannot be resold or pledged by

the counterparty or by the agent holding the security

The Company is member of numerous exchanges and clearinghouses Under the membership

agreements members are generally required to guarantee the performance of other members

Additionally if member becomes unable to satisfy its obligations to the clearinghouse other

members would be required to meet shortfalls To mitigate these performance risks the exchanges

and clearinghouses often require members to post collateral as well as meet certain minimum

financial standards The Companys maximum potential liability under these arrangements cannot be

quantified However the potential for the Company to be required to make payments under these

arrangements is remote Accordingly no contingent liability is recorded in the Statement of

Financial Condition for these arrangements
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The Company in the normal course of business has been named as defendant in various legal

proceedings In view of the inherent difficulty of predicting the outcome of legal matters particularly

where the claimants seek very large or indeterminate damages or where the cases present novel legal

theories or involve large number of parties the Company cannot state with confidence what the

eventual outcome of the pending matters will be Based upon its current knowledge after

consultation with counsel the outcome of legal actions proceedings and investigations currently

pending against the Company should not have material adverse effect on the Companys financial

statements

11 Net Capital Requirements

As registered broker-dealer the Company is subject to the Uniform Net Capital Rule Rule 5c3 -1
under the Securities Exchange Act of 1934 The Company has elected to compute its net capital

using the alternative method which requires the maintenance of minimum net capital equal to the

greater of $1000 or 2% of aggregate debit balances arising from customer transactions as defined

As registered futures commission merchant the Company is subject to the Minimum Financial

Requirements Rule pursuant to Regulation 1.17 under the Commodity Exchange Act which requires

the maintenance of minimumnet capital as defined equal to the greater of 8% of the total customer

risk margin requirements plus 8% of the total non-customer risk margin requirements required to be

segregated pursuant to the Commodity Exchange Act At December 31 2010 the Company had net

capital of $1743573 which was $1672486 in excess of its required net capital

12 Cash and Securities Segregated under Federal and Other Regulations

As registered broker-dealer the Company is subject to the Customer Protection Rule Rule 5c3-3

under the Securities Exchange Act of 1934 The Rule requires the deposit of cash and/or qualified

securities as defined in special reserve account for the exclusive benefit of customers As of

December 31 2010 the Company made computation related to Rule 5c3-3 and was required to

maintain balance of $374695 in this account The Company had segregated cash in money
market demand account with value of $270403 as of December 31 2010 On January 2011 an

additional cash deposit of $175000 was made into this account which brought the total to $445403

As of December 31 2010 the Company made computation related to the reserve requirement for

Proprietary Accounts of Introducing Brokers PAIB The Company was required to maintain

balance of $5743 in this account The Company had segregated cash in money market demand

account with value of $20045 as of December 31 2010 No additional cash movements were made

to this account

As futures commission merchant the Company is subject to Section 4d2 and Regulation 30.7

under the Commodity Exchange Act which requires futures commission merchant to segregate or

secure money securities funds and property related to customers regulated commodity futures

accounts in special bank account for the exclusive benefit of customers Segregated cash of

$85440 deposits at clearing organizations of $103576 and marketable securities owned with fair

value of $310627 have been segregated under the Commodity Exchange Act and represent funds

deposited by customers and funds accruing to customers as result of trades or contracts There were

no funds requirements under Regulation 30.7
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13 Credit Risk and Financial Instruments with Off -Balance Sheet Risk

In the normal course of business the Company executes and settles securities activities with

customers brokers and dealers and affiliates These securities activities are transacted on either

cash or margin basis The Company is exposed to risk of loss on these transactions in the event the

counterparty or affiliate fails to satisfy its obligations in which case the Company may be required to

purchase or sell financial instruments at prevailing market prices

The Company engages in various securities activities with diverse group of domestic and foreign

counterparties and affiliates The Companys exposure to credit risk associated with the

nonperfonnance of these counterparties in fulfilling their contractual obligations pursuant to

securities activities can be directly impacted by volatile trading markets which may impair their

ability to satisfy their obligations to the Company

In margin transactions the Company extends credit to its affiliates and customers subject to various

regulatory and internal margin requirements collateralized by cash and securities in the affiliates or

customers accounts In connection with these activities the Company executes and clears affiliate

and customer transactions involving the sale of securities not yet purchased substantially all of

which are transacted on margin basis subject to individual exchange regulations Such transactions

may expose the Company to significant off-balance sheet risk in the event margin requirements are

not sufficient to fully cover losses that affiliates and customers may incur In the event the affiliate or

customer fails to satisfy its obligations the Company may be required to purchase or sell financial

instruments at the prevailing market prices to fulfill the affiliates and customeEs obligations The

Company seeks to control the risks associated with its affiliate and customer activities by requiring

affiliates and customers to maintain margin collateral in compliance with various regulatory and

internal guidelines The Company monitors required daily margin levels and pursuant to such

guidelines requires the affiliate or customer to deposit additional collateral or to reduce positions

when necessary

In connection with these securities activities the Company enters into reverse repos and repos

primarily in U.S government securities in addition to securities borrowing and lending

arrangements which may result in significant credit exposure in the event the counterparty to the

transaction is unable to fulfill its contractual obligations

In accordance with industry practice reverse repos are generally collateralized by securities held by
the Company with fair value in excess of the customers or affiliates obligation under the contract

and repos are collateralized by securities deposited by the Company with fair value in excess of the

Companys obligation under the contract Similarly securities borrowed and loaned agreements are

collateralized by deposits and receipts of cash The Company attempts to minimize credit risk

associated with these activities by monitoring customer credit exposure and collateral values on

daily basis and requiring additional collateral to be deposited with or returned to the Company when

deemed necessary

Securities sold but not yet purchased represent obligations of the Company to deliver the specified

securities or underlying security at the contracted price and thereby create liability to repurchase

them in the market at prevailing prices Accordingly these transactions result in off-balance-sheet

risk as the Companys repurchase of such securities may exceed the amount recognized in the

Companys Statement of Financial Condition
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14 Fair Value Disclosures

Due to the nature of its operations substantially all of the Companys assets are comprised of cash

and securities deposited with clearing organizations or segregated under federal and other

regulations reverse repos securities borrowed securities failed to deliver receivables from

customers brokers dealers and clearing organizations securities owned and U.S agency securities

To be Announced Cash and securities deposited with clearing organizations or segregated under

federal regulations securities owned and U.S agency securities To be Announced are carried at fair

value based on the fair value hierarchy described below All remaining assets are short-term in

nature and the carrying amounts are reasonable estimate of fair value

Similarly substantially all of the Companys liabilities arise from repos securities loaned securities

failed to receive payables to customers brokers dealers and clearing organizations securities sold

not yet purchased and U.S agency securities To be Announced Securities sold not yet purchased

and U.S agency securities To be Announced are carried at fair value based on the fair value

hierarchy described below All remaining liabilities are short-term in nature and the carrying

amounts are reasonable estimate of fair value

Due to the variable rate of interest charged on its subordinated loans the carrying value approximates

the estimated fair value

Assets and liabilities measured at fair value on recurring basis are disclosed in the table below

Level Assets and liabilities utilizing Level inputs include U.S Government securities and

agencies Corporate debt securities Municipal debt securities Equities and other securities that are

actively traded Level inputs are unadjusted quoted prices in active markets for assets or liabilities

identical to those to be reported at fair value

Level Assets and liabilities utilizing Level inputs include certain mortgage backed securities

asset backed securities and collateralized mortgage obligations securities Level inputs are inputs

other than quoted prices within Level inputs that are observable either directly or indirectly The

Company uses prices of comparable securities in determining the fair value of Level securities

Level During 2010 the Company had no activity in Level assets During 2010 the Company
has no assets or liabilities measured under Level hierarchy

Assets Measured at Fair Value on Recurring Basis as of December 312010

Level Level Level Total

Securities owned at fair value

U.S government securities and agencies 9844108 $12013863 $21857971

Corporate debt securities 438905 79597 518502

Municipal debt securities 329541 329541

Equity securities 8527 8527
U.S agency securities To be

Announced included in Other assets 84372 84372

$10705453 $12093460 $22798913
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Liabilities Measured at Fair Value on Recurring Basis as of December 31 2010

Level Level Level Total

Securities sold not yet purchased

at fair value

U.S government securities and agencies 4584441 9903 4594344

Corporate debt securities 1255 1255

U.S agency securities to be

Announced included in Accrued

expenses Other liabilities 76009 76009

4661705 9903 4671608

As of December 31 2010 there were no assets or liabilities measured at fair value on non

recurring basis

15 Subsequent Events

The Company evaluates subsequent events through the date on which the Statement of Financial

Condition is issued The Company did not note any subsequent events requiring disclosure or

adjustment to the Statement of Financial Condition
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BNP Paribas Securities Corp
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New York NY 10019

In planning and performing our audit of the financial statements of BNP Paribas Securities Corp an indirectly

wholly owned subsidiary of BNP PARIBAS the Company as of and for the year ended December 31 2010 on

which we issued our report dated February 28 2011 and such report expressed an unqualified opinion on those

financial statements 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 7a-5g 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 the following making the periodic computations

of aggregate debits and net capital under Rule 7a-3a 11 and the reserve required by Rule 5c3-3e making

the quarterly securities examinations counts verifications and comparisons and the recordation of differences

required by Rule 17a-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 and obtaining and

maintaining physical possession or control of all fully paid and excess margin securities of customers as required by

Rule 15c3-3

In addition as required by Regulation 1.16 of the Commodity Futures Trading Commission CFTC we have made

study of the practices and procedures followed by the Company including consideration of control activities for

safeguarding customer and firm assets This study included tests of such practices and procedures that we considered

relevant to the objectives stated in Regulation 1.16 in the following making the periodic computations of

minimum financial requirements pursuant to Regulation 1.17 making the daily computations of the segregation

requirements of Section 4da2 of the Commodity Exchange Act and the regulations thereunder and the

segregation of funds based on such computations and making the daily computations of the foreign futures and

foreign options secured amount requirements pursuant to Regulation 30.7 of the CFTC

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraphs 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 paragraphs and to assess whether those practices and procedures can be

expected to achieve the SECs and the CFTCs 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

Member of

Deloitte Touche Tohmatsu
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and that transactions are executed in accordance with managements authorization and recorded properly

to permit preparation of financial statements in conformity with generally accepted accounting principles

Rule 7a-5g and Regulation 1.1 6d2 list additional objectives of the practices and procedures listed in

the preceding paragraphs

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

deficiency in internal control 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 and correct 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 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 and certain regulated commodity customer and firm assets 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

and third paragraphs of this report are considered by the SEC and CFTC to be adequate for their

purposes in accordance with the Securities Exchange Act of 1934 the Commodity Exchange Act 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 and third

paragraphs of this report were adequate at December 31 2010 to meet the SECs and CFTCs

objectives

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

the CFTC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule

7a-5g under the Securities Exchange Act of 1934 or Regulation 1.16 of the CFTC or both in their

regulation of registered broker-dealers and futures commission merchants and is not intended to be and

should not be used by anyone other than these specified parties

Yours truly


