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KPMG LIP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm

The Member

UniCredit Capital Markets LLC

We have audited the accompanying statement of financial condition of UniCredit Capital Markets LLC

wholly owned subsidiary of UniCredit U.S Finance LLC the Company as of December 31 2012 that

is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes to the

statement of financial condition the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in

accordance 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

Auditors Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit We conducted our

audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statement The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statement whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the entitys preparation and fair

presentation of the financial statement 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 entitys 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 statement

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

audit opinion

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

IKPMG International Swiss entity



Opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial

position of UniCredit Capital Markets LLC as of December 31 2012 in accordance with U.S generally

accepted accounting principles

February 26 2013



UNICREDIT CAPITAL MARKETS LLC
Whoiiy Owned Subsidiary of UniCredit U.S Finance LLC

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 4652
Securities owned at fair value 309114760
Due from clearing broker 949682

Underwriting fees receivable 1117313
Due from affiliated companies net 10504400
Accrued interest receivable 1243040
Investment in private investment company 202923

Prepaid income taxes 29304

Prepaid expenses and other assets 11031

Total assets 323177105

Liabilities and Members Equity

Accounts payable and accrued expenses 1752511

Total liabilities 1752511

Members equity

Total members equity 321424594

Total liabilities and members equity 323177105

See accompanying notes to statement of financial condition



UNICREDIT CAPITAL MARKETS LLC
Wholly Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

Organization

UniCredit Capital Markets LLC the Company is wholly owned subsidiary of UniCredit U.S Finance

LLC UCIUSF The Company formerly UniCredit Capital Markets Inc was incorporated in New York
in 1978 UCIUSF is wholly owned subsidiary of UniCredit Bank AG Munich UCB Bank or the Parent
On November 2010 UniCredit Capital Markets Conversion LLC UCMC was established and on
December 30 2010 UniCredit Capital Markets Inc was merged into UCMC the Merger under tax-free

liquidation pursuant Section 332 of the Internal Revenue Code Upon the Merger the name of UCMC was

changed to UniCredit Capital Markets LLC

Each share of capital stock of UniCredit Capital Markets Inc issued and outstanding immediately prior to

the Merger was deemed canceled After the Merger UCIUSF continued to be the sole member of the

Company and owned all of the limited liability company interest in the Company

On February 25 2011 the Company received an equity infusion of $300 Million from UCIUSF to support

security lending business Management expects this business to commence during the first quarter of

2013

The Company is based in the United States of America and conducts business from its offices in New York

City The Company which is engaged in brokerage-related activities generates significant portion of its

revenues from customers of the Parent its affiliates and other institutional clients Such activities

primarily include foreign securities order flow In addition the Company provides corporate and financial

services to both its clients and customers of the Parent and its affiliates in the U.S market

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

Securities Exchange Act of 1934 and is member of the Financial Industry Regulatory Authority The

Company does not carry securities accounts for customers or perform custodial functions relating to

customer securities and accordingly is exempt from the provisions of Rule 5c3-3 under the Securities

Exchange Act of 1934 pursuant to paragraph k2i and ii of Rule 5c 3-3 The Company clears its

transactions through another broker dealer on fully disclosed basis

Summary of Significant Accounting Policies

Basis ofPresentation

The Companys financial statements have been prepared under accounting principles generally

accepted in the United States of America U.S GAAP

Use of Estimates

The preparation of financial statements in conformity with U.S GAAP requires management to

make estimates and assumptions in determining 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

Continued



UNICREDIT CAPITAL MARKETS LLC
Whoiiy Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

Cash and Cash Equivalents

The Company considers balances at banks and highly liquid investments with original maturities of

three months or less when purchased to be cash equivalents

Securities Transactions

Securities owned at fair value is primarily comprised of US Treasury Notes Securities transactions

are recorded on trade-date basis The Companys trading activities may include selling equity

securities short Subsequent market fluctuations may require the Company to purchase securities at

prices which may differ from the fair value reflected in the Companys statement of financial

condition Securities owned or securities sold not yet purchased are stated at quoted market price

with unrealized gains or losses reflected in principal transactions

Securities not readily marketable primarily investments in private investment companies are

recorded under the equity method which the Company believes approximates fair value

Income Taxes

The Company is Limited Liability Company which is ultimately 100% owned by UCB Bank For

the tax year ended December 31 2012 the Company is included in the consolidated federal income

tax return of UCB Bank but files separate tax returns for New York State and City As such state

and local income taxes are determined on stand-alone basis The Company and UCB Bank have

entered into tax sharing agreement effective January 2011 which provides that the income tax

liability of the company will be determined as if the Company filed separate income tax returns Any
benefit arising from losses or credits from the Company utilized by UCB Bank in computing its tax

liability on consolidated basis shall be reimbursed by UCB Bank Tax payable receivables and

benefits are reflected as component of due from affiliated companies See note

Income taxes are accounted for under the asset and liability method Deferred tax assets and

liabilities are recognized for the future tax consequences attributable to differences between the

financial statement carrying amounts of existing assets and liabilities and their
respective tax bases

and operating loss and tax credit carryforwards Deferred tax assets and liabilities are measured using

enacted tax rates expected to apply to taxable income in the years in which those temporary

differences are expected to be recovered or settled The effect on deferred tax assets and liabilities of

change in tax rates is recognized in income in the period that includes the enactment date The

Company recognizes the effect of income tax positions only ifthose positions are more likely than

not of being sustained

09 Recently Issued Accounting Standards

In December 2011 the FASB issued Accounting Standards Update ASU No 2011-11 Balance

Sheet Topic 210 Disclosures about Offsetting Assets and Liabilities The ASU requires new
disclosures about certain financial instruments and derivative instruments that are either offset in the

balance sheet presented on net basis or subject to an enforceable master netting arrangement or

similar arrangement The standard requires disclosures that provide both gross and net information in

the notes to the financial statements for relevant assets and liabilities which include derivatives sale

Continued



UNICREDIT CAPITAL MARKETS LLC
Wholly Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

and repurchase agreements and reverse sale and repurchase agreements and securities borrowing

and securities lending arrangements The new disclosure requirements should enhance comparability

between those companies that prepare their financial statements on the basis of U.S GAAP and

those that prepare their financial statements in accordance with IFRS The disclosure standard will

become effective for annual periods beginning January 2013

Investment in Private Investment Company

The Company has an investment in private investment company at December 31 2012 as follows

Boston Capital Partners LLC 202923

The Boston Capital Partners investment is recorded under the equity method which the Company believes

approximates fair value

Income Taxes

Pursuant to its intercompany tax sharing agreement with the ultimate Parent note the Company
maintains all tax related balances as component of the due from affiliated companies balances with UCB
Bank The tax effects of temporary differences that give rise to significant portions of the deferred tax

assets and deferred tax liabilities at December 31 2012 are principally comprised of the effects of accrued

bonus deferred compensation and accumulated net operating loss NOL carry
forward As of

December 31 2012 the tax effect of these temporary differences resulted in deferred tax assets of

$7229427

In assessing the realizability of deferred tax assets the Company considers whether it is more likely than

not that some portion or all of the deferred tax assets will not be realized The ultimate realization of

deferred tax assets is dependent upon the generation of future taxable income during the periods in which

those temporary differences become deductible Management considers the scheduled reversal of deferred

tax liabilities if any projected taxable income and tax planning strategies in making this assessment

In order to fully recognize the deferred tax asset the Company will need to generate sufficient future

taxable income prior to the expiration of the NOL carryforwards starting 2030 through 2032 As of

December 31 2012 the cumulative gross NOL is $11239600 Considering the level of historical taxable

losses and based on projections for future taxable income over the periods in which the deferred tax assets

are deductible and considering managements ability to implement tax planning strategies related to

intercompany cost allocation and revenue sharing arrangements management believes it is more-likely

than-not that the Company will realize the benefits of these temporary differences at December 31 2012

The amount of the deferred tax asset considered realizable however could be reduced in the near tenn if

estimates of future taxable income during the carryforward period are reduced

The Company evaluates the uncertainties of tax positions taken or expected to be taken on return based

on the probability of whether the position taken will be sustained upon examination by taxing authorities

The Company uses more-likely than not threshold for recognition and derecognition of tax positions

Continued



UNICREDIT CAPITAL MARKETS LLC

Wholiy Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

taken or to be taken in tax return The Company concluded that it has no material uncertain tax liabilities

to be recognized as of December 31 2012

In accordance with the accounting guidance on the accounting for uncertainty in income taxes the

Company assessed its tax positions for all open tax years as of December 31 2012 as follows

Federal Year 2009 through 2011

State and Local Year 2009 through 2011

If there are interest and penalties on tax positions the Companys policy is to classify these as income tax

expense

Commitments and Contingencies

Clearing Broker Agreement

The Company introduces its customer transactions to Pershing LLC clearing broker with which it has

correspondent relationship for execution and clearance in accordance with the terms of clearance

agreement In connection therewith the Company has agreed to indemnify the clearing broker for losses

that the clearing broker may sustain as result of the failure of the Companys customers to satisfy their

obligations in connection with their normal delivery versus payment transactions Securities purchased in

connection with these transactions are collateral for amounts owed The Company has receivable of

$949682 from its clearing broker including cash deposit for $252681 This receivable represents

concentration of credit risk

Net Capital Requirements

As registered broker-dealer and member of the Financial Industry Regulatory Authority the Company
is subject to the Securities and Exchange Commissions Uniform Net Capital Rule 5c3- which requires

that the Company maintain minimum net capital of $250000 As of December 31 2012 the Company had

net capital of $308316253 which exceeded the regulatory requirement by $308066253

Related Party Transactions

Due from Affiliated Companies

Due from affiliated companies is comprised of receivable from UCB Bank for $10504400 The UCB
Bank receivable is net balance of the tax sharing agreement between the Company and UCB Bank of

approximately $7167998 short term Money Market Deposit of $2800000 with the UCB Grand

Cayman Branch and cash held at UCB New York Branch of $536402 for the purpose of paying expenses
for normal operating activities of the Company

Fair Value of Financial Instruments

Generally accepted accounting standards require the disclosure of the fair value of financial instruments as

defined for both assets and liabilities reported in the statement of financial condition Primarily all of the

Companys financial instruments are carried at or approximate fair value

Continued



UNICREDIT CAPITAL MARKETS LLC
Whoiiy Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

Fair Value Measurements

The Company applies ASC 820 Fair Value Measurements and Disclosures which establishes

framework for measuring fair value by three level hierarchy and expands disclosures about fair value

measurements The Company records certain assets and liabilities at fair value

The three-level hierarchy for fair value measurements is defined as follows

Level Pricing inputs to the valuation methodology are quoted prices for identical assets or liabilities

in active markets

Level Pricing inputs to the valuation methodology include quoted prices for similar assets and

liabilities in active markets and the inputs that are observable for the asset or liability either

directly or indirectly

Level Pricing inputs are unobservable for the investment and include situations when there is few if

any market activity for the investment The inputs into the determination of fair value require

significant management judgment or estimation

The following table summarizes the valuation of the Companys investments by fair value hierarchy as

described above as of December 31 2012

Total Level Level Level

U.S Treasuries 309114760 309114760
Private investment company 202923 202923

Total 309317683 309114760 202923

The investment in private investment company is recorded under the equity method which the Company
believes approximates fair value

The following table discloses reconciliation of investment measured at fair value on recurring basis

using significant unobservable inputs Level during the year ended December 31 2012

Private

investment

company

Beginning balance December 31 2011 162280

Change in unrealized gains 53353
Distribution 12710

Ending balance December 31 2012 202923

Continued



UNICREDIT CAPITAL MARKETS LLC

Whoiiy Owned Subsidiary of UniCredit U.S Finance LLC

Notes to Statement of Financial Condition

December 31 2012

10 Subsequent Events

Subsequent to December 31 2012 and through February 26 2013 the date through which management
evaluated subsequent events and on which the financial statements were available for issuance

management has concluded that there were no subsequent events required to be accrued or disclosed
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Report of Independent Registered Public Accounting Firm

on Internal Control Pursuant to Securities and Exchange Commission Rule 17a-5

The Member

UniCredit Capital Markets LLC

In planning and performing our audit of the financial statements of UniCredit Capital Markets LLC
the Company wholly owned subsidiary of UniCredit U.S Finance LLC as of and for the year ended

December 31 2012 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 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 17a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and

for determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company does not

carry securities accounts for customers or perform custodial functions relating to customer securities we
did not review the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a-1 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

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

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs previously mentioned objectives 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

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG International Cooperative

IKPMG International Swiss entity



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 and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the

Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not

accomplish such objectives in all material respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2012 to meet the SECs
objectives

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

Financial Industry Regulation 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

LCP

February 26 2013


