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OATH OR AFFIRMATION

Ms Isabela Behar swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Bradesco Securities Inc
as

of December31 2012 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Title

Notary Public

This rep contains check al applicable boxes

IJ Fa ng Page

Ib Statement of Financial Condtion

jJc Statement of Income Loss
Id Statement of Changes in Financial Condition

Ie Statement of Changes in Stockholders Equity of Partners or Sole Proprietors Capital

0f Statement of Changes in Liabilities Subordinated to Claims of Creditors

IIg Computation of Net Capital including reconciliation of X- 17A-5 Part II filing with this Rule 17a-5d report if applicable

IIh Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

0i Information Relating to the Possession or Control Requirements Under Rule 15c3-3

0j Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-3 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

0k Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

I1m copy of the SIPC Supplemental Report

0n report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Io Independant Auditors Report on Internal Accounting Control

Manaaer
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KPMGLLP

345 Park Avenue

New York NY 101 54-0102

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder

Bradesco Securities Inc

We have audited the accompanying statement of financial condition of Bradesco Securities Inc the

Company as of December 31 2012 that are 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 Statements

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 the financial

statement is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this 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

Opinion

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

position of Bradesco Securities Inc as of December 31 2012 in accordance with U.S generally accepted

accounting principles

tip

March 112013
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BRADESCO SECURITIES INC

Wholly Owned Subsidiary of Banco Bradesco .A

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 6741832
Receivables from clearing organization 6897157
Securities owned at fair value 11743687

Equipment and leasehold improvements

net of accumulated depreciation of $592436 276020

Receivables from affiliates 3007533

Current taxes receivable 414776

Deferred tax assets net 866336

Other assets 49937

Total assets 29997278

Liabilities and Stockholders Equity

Liabilities

Accounts payable accrued expenses and other liabilities 3512979

Total liabilities 3512979

Commitments and contingent liabilities

Stockholders equity

Common stock $1 par value Authorized issued and outstanding 11000 shares 11000

Additional paid-in capital 21989000
Accumulated earnings 4484299

Total stockholders equity 26484299

Total liabilities and stockholders equity 29997278

See accompanying notes to statement of financial condition



BRADESCO SECURITIES INC

Wholly Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

Description of Business

Bradesco Securities Inc the Company wholly owned subsidiary of Banco Bradesco S.A

the Bank is an introducing broker-dealer registered with the Securities and Exchange
Commission SEC under the Securities Exchange Act of 1934 and is nonclearing member of the

Financial Industry Regulatory Authority Inc FTNRA During the normal course of business the

Bank together with affiliated companies provide and account for significant portion of the

Companys business activities The Company assists in the marketing of IPO securities on behalf of

the Bank and distributes the Banks research outside Brazil The Company also provides services

by acting as an intermediary for securities purchases and sales by introducing institutional clients to

Bradesco SA Corretora Corretora The Companys business consists of performing certain

execution services for institutional clients in transactions in the U.S capital markets Securities

transactions are made on DVP/RVP delivery versus payment basis/receipt versus payment basis

The Company also functions in the capacity of placement agent in private offerings

The accompanying statement of financial condition has been prepared from the separate records

maintained by the Company and may not necessarily be indicative of the financial condition that

would have existed if the Company had operated as an unaffiliated company see note

Summary of Significant Accounting Policies

Basis ofPresentation

This statement of financial condition has been prepared in conformity with accounting

principles generally accepted in the United States of America GAAP

Use of Estimates

The preparation of financial statements in conformity with GAAP requires the Companys

management to make estimates and assumptions The reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial

statements during the reporting period are affected by these estimates the most significant

of which are disclosed in the notes to the statement of financial condition Estimates by their

nature are based on available information Therefore actual results could materially differ

from those estimates

Cash and Cash Equivalents

The Company has defined cash equivalents as highly liquid investments held in the ordinary

course of business with original maturities of less than ninety days that include cash and

deposits held with affiliates and other financial institutions

Clearing Arrangements

The Company clears all of its customer transactions through its correspondent clearing broker

on fully disclosed basis as outlined in the clearing agreement between the Company and its

correspondent clearing broker

Continued



BRADESCO SECURITIES INC

Wholly Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

Securities and Securities Transactions

Investment securities owned representing U.S dollar denominated Euro Bonds Euro

Bonds are carried at fair value

Receivables from the Companys clearing broker include certain deposits and amounts

receivable from the clearing organization relating to commissions earned These receivables

are recorded in the statement of financial condition

Deferred Taxes

Deferred tax assets and liabilities are recorded and adjusted for the future tax consequences of

events that have been recorded in the financial statements or the tax returns Differences

between the carrying amounts of existing assets and liabilities on the financial statement and

their respective tax bases are attributable to these deferrals Deferred tax assets and liabilities

are measured using enacted tax laws and rates expected to apply to taxable income in the

years in which those temporary differences are expected to be recovered or settled

In assessing the realization of deferred tax assets management considers whether it is more

likely than not that some portion or all of the deferred tax assets will be realized The federal

state and local deferred tax asset is included in the deferred tax amount in the statement of

financial condition

The Company has adopted the guidance on accounting for uncertainty in income taxes This

guidance requires that the Company determine whether tax position is more likely than not

to be sustained upon examination including resolution of any related appeals or litigation

processes based on the technical merits of the position Once it is determined that position

meets this recognition threshold the position is measured to determine the amount of benefit

to be recognized in the statement of financial condition

Equipment and Leasehold Improvements

Equipment and leasehold improvements are carried at cost less accumulated depreciation and

amortization Equipment is depreciated using the straight-line method based on the estimated

useful life Leasehold improvements are amortized using the straight-line method over the

shorter of their useful lives or the terms of the respective lease

Fair Value of Financial Instruments

Fair value measurements are used to record fair value adjustments to certain assets and

liabilities and to determine fair value disclosures Securities owned and securities sold but

not yet purchased are recorded at fair value on recurring basis

Continued



BRADESCO SECURITIES INC

Whoiiy Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

GAAP outlines fair value hierarchy The hierarchy gives the highest priority to unadjusted

quoted prices in active markets for identical assets and liabilities level measurements and

the lowest priority to unobservable inputs level measurements

The levels of the fair value hierarchy are defined as follows

Level Quoted prices unadjusted in active markets for identical assets or liabilities that the

Company has the ability to access at the measurement date This level of the fair value

hierarchy provides the most reliable evidence of fair value and is used to measure fair value

whenever available

Level Inputs other than quoted prices included within Level that are observable for the

asset or liability either directly or indirectly These inputs include quoted prices for

similar assets or liabilities in active markets quoted prices for identical or similar assets

or liabilities in markets that are not active that is markets in which there are few transactions

for the asset or liability the prices are not current or price quotations vary substantially either

over time or among market makers or in which little information is released publicly

inputs other than quoted prices that are observable for the asset or liability or inputs that

are derived principally from or corroborated by observable market data by correlation or

other means

Level Inputs that are unobservable for the asset or liability These inputs reflect the

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

pricing the asset or liability including assumptions about risk These inputs are developed

based on the best information available in the circumstances which include the Companys

own data The Companys own data used to develop unobservable inputs are adjusted if

information indicates that market participants would use different assumptions

Continued



BRADESCO SECURITIES INC

Whoiiy Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

RECENTLY ADOPTED STANDARDS

ASC Topic 820 Fair Value Measurement

In May 2011 the Financial Accounting Standards Board FASB issued Accounting

Standards Updates ASU 2011-04 Amendments to Achieve Common Fair Value

Measurement and Disclosure Requirements in US GAAP and IFRS an update to ASC

Topic 820 Fair Value Measurement ASU 20 11-04 results in common fair value

measurement and disclosure requirements in US GAAP and IFRS The amendments in ASU
2011-04 include clarifications about the application of existing fair value measurement

requirements and changes to principles for measuring fair value ASU 2011-04 also requires

additional disclosures about fair value measurements The adoption of ASU 2011-04 as of

January 2012 did not have an impact on the companys financial condition For more

information on fair value see note

Fair Value of Assets and Liabilities

As of December 31 2012 the Company has investments in Euro Bonds of $11743687 stated at

fair value with maturities from July 2013 to January 27 2021 These investments are held by the

custodian Banco Bradesco Grand Cayman At December 31 2012 all of these securities are

invested in Euro Bonds issued by Petroleo Brasileiro S/A PETROBRAS

The fair values of the Euro Bonds are considered to be Level on the fair value hierarchy which is

based on quoted prices The Companys management continuously reviews the instruments in order

to determine the fair value level that should be applied to those investments

The Company did not have any assets that would be reported in Level at December 31 2012

Transfers between Level and Level

There were no transfers between level and level during the year ended December 31 2012

Transactions with Related Parties

During the normal course of business the Bank together with affiliated companies provide and

account for portion of the Companys business activities The Company assists in the marketing

of IPO securities on behalf of the Bank and distributes the Banks research outside Brazil The

Company also provides services by acting as an intermediary for securities purchases and sales by

introducing institutional clients to Bradesco S.A Corretora Corretora As of December 31 2012

the receivable from affiliates balance was $3007533

At December 31 2012 cash and cash equivalents included in the accompanying statement of

financial condition consists of deposits and operating accounts with the Branch and amounted to

$2169335

Continued



BRADESCO SECURITIES INC

Wholly Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

Equipment and Leasehold Improvements

The Companys equipment and leasehold improvements at December 31 2012 are summarized as

follows

Equipment 533859
Furniture and fixtures 334597

Less accumulated depreciation and

amortization 592436

Total 276020

Employee Benefit Plan

The Company has 401k Plan under the Branch whereby employees voluntarily participate in the

Plan Employees may contribute up to 15% of their compensation subject to certain limits based on

federal tax laws The Company makes matching contributions equal to 100% of the first 5% of the

employees contribution and then management has the ability to make discretionary contributions

above the matching contribution However matching contributions cannot exceed defined limits set

by the Bank

Deferred Taxes

The components of the deferred tax assets and liabilities at December 31 2012 are summarized as

follows

Deferred tax assets

Accrued Bonuses 1242038

Capital loss 284276
Less valuation allowance 284276

Deferred tax asset net of

valuation allowance 1242038
Deferred tax liability

Unrealized gain/loss 289699
Depreciation 86003

Total deferred tax liability 375702

Net deferred tax assets liability 866336

On January 2012 the Company had capital loss carryovers of $1488528 During 2012 capital

loss carryovers of $681010 and $177518 were utilized and expired respectively resulting in

capital loss carryover of $630000 at December 31 2012

The utilization and expiration of capital loss carryovers during 2012 resulted in decrease in the

deferred tax asset related to capital losses by $387395 Accordingly the valuation allowance

related to capital losses changed by $387395 The Company continues to record full valuation

allowance against the remaining deferred tax asset of $284276 related to capital loss carryovers as

Continued



BRADESCO SECURITIES INC

Wholly Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

the capital losses are due to expire in 2013 and the Company does not currently believe that there

are sufficient unrealized capital gains to offset the remaining capital losses As such the Company

believes that these losses are likely to expire unutilized

The Company recorded net deferred tax asset of $866336 as of December 31 2012 primarily

relating to accrued bonuses Based on anticipated future taxable income as well as taxable income

in prior carryback years the Company has not recorded valuation allowance for its net deferred

tax asset as of December 31 2012 as management believes that the deferred tax asset is more likely

than not to be realized However if estimates of future taxable income are reduced the amount of

the deferred tax asset considered realizable could also be reduced

The Company has not recognized any uncertain tax positions as of December 31 2012

The Company remains open to examination from either the federal New York State or New York

City jurisdictions for years 2010 and forward The Company does not anticipate any settlements

that would result in material change to its financial statements

Concentration of Credit Risk

Credit risk is the amount of loss the Company would incur if counterparty fails to perform its

obligation under contractual terms All of the clearing and depository operations for the Company

are performed by clearing brokers pursuant to clearing agreements The clearing brokers as well as

the Company review the credit standing of the counterparties with which the Company conducts

business The Companys exposure to credit risk associated with the nonperformance by

counterparties in fulfilling their obligations pursuant to securities transactions can be directly

impacted by volatile securities markets credit markets and regulatory changes

Net Capital Requirement

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

the maintenance of minimumnet capital and requires that the ratio of aggregate indebtedness to the

net capital both as defined shall not exceed 15 to The Company has elected to use the basic

method permitted by Rule 5c3-1 which requires that the Company maintain minimum net capital

as defined equal to the greater
of $100000 or 6-2/3% of aggregate indebtedness At December 31

2012 the Company had net capital of $7808461 which was $7574262 in excess of required net

capital Aggregate indebtedness as of December 31 2012 was $3512979 resulting in net capital

percentage of 44.99%

Continued



BRADESCO SECURITIES INC

Whoiiy Owned Subsidiary of Banco Bradesco S.A

Notes to Statement of Financial Condition

December 31 2012

10 Commitments and Contingent Liabilities

The Company is not involved in any material litigation nor is any material litigation threatened

against the Company

11 Financial Instruments with Off-Balance Sheet Risk

In the normal course of business the Company acting as an agent executes transactions on behalf

of its customers If the agency transactions do not settle because of failure by either the customer or

the counterparty to perform the Company may be required to discharge the obligation of the

nonperforming party In such circumstances the Company may sustain loss if the market value of

the security is difference from the contractual amount of the transaction

12 Subsequent Events

The Company has evaluated whether events or transactions have occurred after December 31 2012

that would require recognition or disclosure in this statement of financial condition through

March 11 2013 which is the issuance date of these financial statements



KPMG LLP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm

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

The Board of Directors and Stockholder

Bradesco Securities Inc

In planning and performing our audit of the financial statements of Bradesco Securities Inc the

Company 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 17a-5g1 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 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a1 and

for determining compliance with the exemptive provisions of Rule 5c3-3 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- 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

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 U.S 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

10
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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 Board of Directors management the

SEC Financial Industry Regulatory Authority Inc 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

March 112013
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