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OATH OR AFFIRMATION

John Malosky swear or affirm that to the best of
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholder of

Maple Securities U.S.A Inc

We have audited the accompanying statement of financial condition of Maple Securities U.S.A

Inc the Company as of September 30 2013 and the related notes to the statement of

financial condition

Managements Responsibility for the Financial Statement

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

condition in conformity 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 statement of financial condition that is free from material misstatement

whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the statement of financial condition based on our

audit We conducted our audit in accordance with auditing standards generally accepted in the

United States Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the statement of financial condition 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 Companys preparation and fair presentation of the statement of financial

condition 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 Companys 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 statement of financial

condition

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

basis for our audit opinion

member em of Ert Yourq GlobA Limded
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Opinion

in our opinion the statement of financial condition referred to above presents fairly in all

material respects the financial position of Maple Securities U.S.A Inc at September 30 2013

in conformity with U.S generally accepted accounting principles

Restatement

As discussed in Note the Companys reported net capital pursuant to SEC Rule 15c3-1 at

September 30 2013 has been restated Our opinion is not modified with respect to this matter
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Maple Securities U.S.A Inc

Statement of Financial Condition

September 30 2013

Assets

Cash and cash equivalents 41371.771

Securities purchased under agreements to resell 367733669
Securities borrowed 1116814278

Securities and derivative contracts owned at fair value including securities

pledged as collateral in securities lending transactions of $991266997 1251210251

Due from brokers clearing organizations and others 18781904

Fixed assets net of accumulated depreciation and amortization of

$4386581 949264

Deferred tax assets 906424

Other assets 1127198

Total assets 2798894759

Liabilities and shareholders equity

Liabilities

Bank overdrafts 1876885

Securities loaned 2227585041
Securities sold under agreements to repurchase 38246920
Securities and derivative contracts sold but not yet purchased

at fair value 345742504

Due to brokers clearing organizations and others 19360800

Accounts payable and accrued liabilities 2814710

Total liabilities 2635626860

Shareholders equity

Common stock no par value 6000 shares authorized

4000 shares issued and outstanding 55944171

Additional paid-in capital 95738740
Retained earnings 11584988

Total shareholders equity 163267899

Total liabilities and shareholders equity 2798894759

See notes to statement off mnancial condition



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition

September 30 2013

Organization

Maple Securities U.S.A Inc the Company is incorporated in the state of Delaware and is

registered brokerdealer under the Securities Exchange Act of 1934 The Company is also

member of the Financial Industry Regulatory Authority FINRA the Depository Trust

Clearing Corporation and the Options Clearing Corporation The Company is whollyowned
subsidiary of Maple Partners America Inc MPAI subsidiary of Maple Financial Group

MFG privately-held global financial services group based in Canada

The Company engages in proprietary securities trading for its own account Additionally the

Company engages in stock borrowing and stock lending activities

The Company does not carry customer accounts as defined by the Securities and Exchange

Commission SEC Rule 5c33 the customer protection rule

Significant Accounting Policies

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that

affect reported amounts in the statement of financial condition and accompanying notes

Management believes that the estimates utilized in preparing its statement of financial condition

are reasonable and prudent however actual results could differ from those estimates

Securities and derivatives transactions and related income and expense are recorded on trade

date basis Derivative contracts securities owned and securities sold but not yet purchased are

stated at fair value The fair value of the Companys derivative contracts executed with the same

counterparty under master netting arrangement are reported on gross basis in the statement of

financial condition

The fair value of derivative contracts securities owned and securities sold but not yet purchased

are generally based on listed market prices If listed market prices are not available fair value is

determined based on other relevant factors including broker or dealer price quotations and

theoretical pricing models See Note for additional information

The Company considers all highly liquid investments purchased with an original maturity date of

three months or less to be cash equivalents At September 30 2013 there were no investments

classified as cash equivalents



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Significant Accounting Policies continued

Furniture and fixtures computer and telephone equipment software and leasehold improvements

are carried at cost net of accumulated depreciation and amortization All assets are depreciated
on the straight-line basis over the useful life ranging from three to fifteen years Leasehold

improvements are amortized over the shorter of the economic life or the term of the lease

Monetary assets and liabilities denominated in foreign currencies are remeasured into U.S
dollars at the applicable yearend exchange rate Foreign currency transaction revenues

expenses gains and losses are measured at the rates of exchange prevailing on the dates of the

transactions

Dividend income and dividend expense related to securities owned and securities sold but not

yet purchased respectively are recognized on the ex-dividend date

The Company accounts for income taxes in accordance with Accounting Standard Codification

ASC 740 Income Taxes ASC 740 Deferred tax assets and liabilities are recognized for

their future tax consequences related to differences between the statement of financial condition

carrying amounts of existing assets and liabilities and their respective tax bases Deferred tax

assets and liabilities are measured using enacted tax rates expected to be applied to taxable

income in the years in which the related differences are expected to be recovered or settled To
the extent that it is more likely than not that deferred tax assets will not be recognized
valuation allowance is established to offset their benefit

ASC 740 also prescribes the method to account for uncertainty in income tax positions taken or

expected to be taken in tax return by applying more likely than not MLTN criteria as to

whether tax position will be sustained upon examination based on the technical merits of the

position Accordingly the Company assesses this likelihood based on the facts circumstances

and information available at the end of each reporting period tax position that meets the

MLTN recognition threshold is initially and subsequently measured as the largest amount of tax

benefit that is greater than 50% likely of being realized upon settlement with taxing authority
that has full knowledge of all relevant information The measurement of unrecognized tax

benefits is adjusted when new information is available or when an event occurs that requires

change

The Company provides and receives support and portfolio management services to and from

various affiliates The income and expense related to these services is recorded monthly on an
accrual basis



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Securities Borrowed and Securities Loaned

Securities borrowed and securities loaned result from transactions with other broker-dealers or

financial institutions counterparties and are recorded at the amount of cash collateral

advanced or received Securities borrowed transactions require the Company to deposit cash or

other collateral with the lender Securities loaned transactions require the borrower to deposit

cash or other collateral with the Company In the event the counterparty is unable to meet its

contractual obligation under these arrangements the Company may incur losses equal to the

amount by which the market value of the securities differs from the amount of collateral held

The Company mitigates credit risk associated with these activities by monitoring the fair value of

securities borrowed and loaned on daily basis with additional collateral obtained or refunded

as necessary Substantially all of the securities borrowed transactions were done in connection

with the Companys securities lending activities and transactions in securities sold but not yet

purchased The Company records rebate income and fee expense on the accrual basis

Reflected in securities borrowed and securities loaned on the statement of financial condition are

dividends and rebates receivable and payable respectively As of September 30 2013 the

Company recorded total dividends and rebates receivable and payable of $3479859 and

$6590503 respectively

In the normal course of business the Company obtains securities under securities borrowing

agreements on terms which permit it to repledge or resell the securities to others At

September 30 2013 in connection with the outstanding securities borrowed contracts the

Company obtained securities with fair value of $1079399095 on such terms Additionally

the Company obtained securities with fair value of $902998304 in connection with noncash

securities lending transactions in which the Company acted as borrower
Substantially all the

securities obtained at year-end have been either pledged or otherwise transferred to others in

connection with the Companys securities lending activities or to satis its commitments under

securities sold but not yet purchased See Note for information on the securities owned that

have been pledged as collateral in connection with the Companys securities lending activities

In accordance with ASC 860 Transfers and Servicing when the Company acts as the lender in

securities lending agreement and receives securities as collateral that can be pledged or sold it

recognizes the amount of collateral received and corresponding obligation to return such

collateral At September 30 2013 there were no outstanding securities lending transactions in

which the Company acted as the lender



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Securities Purchased Under Agreements To Resell and Securities Sold Under

Agreements to Repurchase

Securities purchased under agreements to resell resale agreements and securities sold under

agreements to repurchase repurchase agreements generally are collateralized by U.S

government and agency obligations equity securities and corporate bonds and are recorded at

contract price plus accrued interest The Company takes possession of securities obtained as

collateral for resale agreements at the time such agreements are made The market value of the

underlying collateral is valued daily and additional collateral is obtained or refunded as

necessary

At September 30 2013 the fair value of securities received and delivered as collateral totaled

$366771741 and $41879355 respectively At September30 2013 the majority of the resale

agreements are collateralized by U.S listed equity securities At September 30 2013 all of the

repurchase agreements are collateralized by U.S corporate bonds Substantially all of the

securities obtained by the Company under resale agreements have been either pledged or

otherwise transferred to others in connection with the Companys financing activities

The Company records interest income and interest expense on the accrual basis At

September 30 2013 included in securities purchased under agreements to resell and securities

sold under agreements to repurchase on the statement of financial condition is accrued interest of

$255804 and $5837 respectively

Due from and Due to Brokers Clearing Organizations and Others

At September 30 2013 amounts due from and due to brokers clearing organizations and others

consist of the following

Due from Due to Brokers

Brokers Clearing Clearing

Organizations Organizations

and Others and Others

Due from clearing brokers

Due from/to clearing organizations

Deposits with clearing organizations

Unsettled trades

Due from/to affiliates

558

12839970 4368622

5655011

21450 14560430

264915 431748

18781904 19360800



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Due from and Due to Brokers Clearing Organizations and Others continued

Due from/to clearing organizations primarily consists of the unsettled variation margin

receivables or payables related to the Companys single stock future contracts See Note 12 for

additional information

Deposits with clearing organizations represent balances at the Options Clearing Corporation

OCC of $400000 the National Securities Clearing Corporation NSCC of $2747081
and Depository Trust Clearing Corporation DTCC of $2507930 in order to satisfy margin

requirements

Unsettled trades represent the contract price of securities to be delivered or received by the

Company Should counterparty fail to deliver the securities pending settlement to the

Company the Company may be required to purchase identical securities on the open market

Trades pending settlement at September 30 2013 were settled without material effect on the

Companys statement of financial condition

See Note 10 Related Party Transactions for additional information related to amount due from

and due to affiliates

Securities and Derivative Contracts Owned and Sold but Not Yet Purchased

At September 30 2013 included in securities and derivative contracts owned are exchange
traded equity securities exchange traded equity index option contracts exchange traded equity

option contracts and currency forward contracts Included in securities and derivative contracts

sold but not yet purchased are exchange traded equity securities and exchange traded equity
index option contracts

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

specified security at the contracted price and thereby create liability to purchase the security in

the market at prevailing prices Accordingly the Companys ultimate obligation to satisfy the

sale of securities sold but not yet purchased may exceed the amount reflected in the statement of

financial condition

At September30 2013 equity securities owned with fair value of $991266997 have been

pledged as collateral under terms that enable the counterparties to sell or repledge the securities

pledged The associated liabilities which represent the cash received from counterparties in

exchange for the securities pledged are included in securities loaned on the statement of



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Securities and Derivative Contracts Owned and Sold but Not Yet Purchased continued

financial condition Additionally at September 30 2013 the Company has pledged equity
securities owned with fair value of $198725497 to the 0CC in order to satisfy its margin

requirement

Fair Value Measurements and Disclosures

In accordance with ASC 820 Fair Value Measurements and Disclosures fair value is defined as

the price that the Company would receive to sell an asset or pay to transfer liability in an

orderly transaction between market participants at the measurement date ASC 820 also

establishes framework for measuring fair value and three level hierarchy for fair value

measurements based upon the observability of inputs to the valuation of an asset or liability

Inputs may be observable or unobservable and refer broadly to the assumptions that the market

participants would use in pricing the asset or liability Observable inputs reflect the assumptions
market participants would use in pricing the asset or liability based on market data obtained from

sources independent of the Company Unobservable inputs reflect the Companys own
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 Each investment

is categorized into the three level hierarchy based upon the observability of the inputs which are

significant to the overall fair value measurement

The three tier hierarchy of inputs is summarized below

Level Valuation is based on unadjusted quoted prices in active markets for identical

assets and liabilities as of the reporting date

Level Valuation is based on other significant observable inputs either directly or

indirectly at the reporting date such as quoted prices for similar assets and liabilities

observables inputs other than quoted prices for assets and liabilities or inputs that are

derived from or corroborated by observable market data by correlation or other means

Level Valuation is based on significant unobservable inputs for an asset or liability and

includes situations where there is little if any market
activity at the reporting date

Unobservable inputs reflect the Companys own assumptions about the assumptions that

market participants would use in pricing the asset or liability including assumptions about
risk



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Fair Value Measurements and Disclosures continued

The following table presents the Companys major categories of assets and liabilities that are

measured at fair value on recurring basis within the fair value hierarchy at September 30 2013

Assets

Exchange traded equity securities

Exchange traded equity index option contracts

Exchange traded equity option contracts

Currency forward contracts

Total

Liabilities

Exchange traded equity securities

Exchange traded equity index option contracts

Exchange traded equity option contracts

Total

$1221033429

5390210

1044322

The fair value of exchange traded equity securities equity index option contracts and equity

option contracts within Level is based on quoted prices in active markets

The fair value of exchange traded equity index option contracts and equity option contracts

within Level is generally based on price quotes from exchanges for instruments that the

Company has determined are not actively traded To the extent that there are no observable

trades for these instruments as of the reporting date the fair value is generally based on

theoretical pricing models using observable market inputs such as volatility and market rates of

underlying instruments

The Companys policy is to recognize transfers between levels at the end of each reporting

period There were no transfers between Levels and during the year ended September 30
2013

Quoted Prices in Significant

Active Markets Other Significant

for Identical Observable Unobservable

Investments Inputs Inputs

Description Level Level Level

23601407

114969

25914

23742290$1227467961

167291900

1897710 175417223

1092253 43419

170281863 175460642

10



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Fair Value Measurements and Disclosures continued

Certain financial instruments that are not carried at fair value on the statement of financial

condition are carried at amounts that approximate fair value due to their short term nature are

repriced frequently and generally limited credit risk These instruments include cash and cash

equivalents securities purchased under agreements to resell securities sold under agreements to

repurchase securities borrowed and securities loaned with short-dated maturities due from

brokers clearing organizations and others bank overdrafts and due to brokers clearing

organizations and others

The fair value of securities purchased under agreements to resell with maturities of 90 days or

greater is computed based discounted cash flows model using the appropriate market rates for

the applicable maturity As the inputs into the valuation are primarily based upon readily

observable pricing information securities purchased under agreements to resell are classified

within Level

The following table represents the carrying value fair value and fair value hierarchy category of

certain financial instruments that are not recorded at fair value in the Companys statement of

financial condition The following table excludes all non-financial assets and liabilities

September 30 2013

Description Carrying Value Fair Value Level Level Level

Assets

Cash and cash equivalents

Securities purchased under

agreements to resell 367465368
Securities borrowed

1113334419
Due from brokers clearing

organizations and others

Total
______________________________________________________________________________

Liabilities

Bank overdrafts

Securities loaned

Securities sold under agreements

to repurchase

Due to brokers clearing

organizations and others

Total

41371771 41371771 41371771

367477865 367465368

1113334419 1113334419

18781904 18781904 18781904

1540965959 1540953462 41371771 1499581691

1876.885 1.876.885 1876885
2.220994.537 2220.994.537 2220994537

38241.083 38.241083 38241083

19.360.800 19.360.800 19360800

2280.473305 2.280.473.305 2280473.305

II



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

Fixed Assets

At September 30 2013 fixed assets are comprised of the following

Accumulated

Depreciation

and

Computer and telephone equipment

Software

Furniture and fixtures

Leasehold improvements

Regulatory Requirements Restated

As registered broker-dealer with the SEC the Company is subject to the SECs net capital rule

Rule 5c3- The Company computes its net capital requirements under the alternative

method provided for in Rule 15c3-1 which requires that the Company maintain net capital equal
to the greater of 2% of aggregate customer-related debit items or $250000 as defined

At September 30 2013 the Company had net capital of $34241351 which was $33991351 in

excess of the required net capital of $250000 The Companys reported net capital at

September 30 2013 has been restated to correct an error identified by FINRA subsequent to the

Companys original issuance of its statement of financial condition as of September 30 2013 on
November 29 2013 The restatement had the effect of reducing the Companys previously

reported net capital and excess net capital of $87389212 and $87139212 respectively by
$53147861 The restatement was due to an error on the capital charges taken on certain

securities purchased under agreements to resell transactions that are collateralized by equity
securities Refer to Note 16 for additional information

During the year the Company did not effectuate transactions for anyone defined as customer
under SEC Customer Protection Rule 5c3-3 Accordingly at September 30 2013 the

Company had no customer related debit items to be aggregated under this Rule

Advances to affiliates dividend payments and other equity withdrawals are subject to certain

notification and other provisions of the net capital rule of the SEC and other regulatory bodies

Cost Amortization Net Book Value

1696621 1550816 145805

1129030 631756 497274

715451 627656 87795

1794743 1576353 218390

5335845 4386581 949264

12



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

10 Related Party Transactions

At September 30 2013 related party balances receivable and payable primarily consist of

balances related to fees for back-office support which includes accounting and payroll services
custodial services such as securities clearance and settlement fees for the use of office space
and fees and expenses arising from the normal course of business such as securities related

transactions and operating expenses paid to vendors by one entity on behalf of its affiliate These

balances are included in due from due to brokers clearing organizations and others on the

statement of financial condition

Due from Due to

Affiliates Affiliates

Maple Partners America Inc MPAI
Maple Bank GmbH MBG
Maple Securities Canada Ltd MSCL
Maple Trade Finance Corp MTFC
Maple Securities U.K Ltd MSUK
Maple Arbitrage Inc MAI

380783
40

205794 50965

43616

4280

11185

264915 431748

The Company participates in deferred share-based awards program managed by MFG which
is governed by the Amended Executive Restricted Share Unit RSU plan During the year the

fair value of the RSUs granted to the employees of the Company totaled $34366 The vesting
provisions are determined by the Board of Directors of MFG at the date of the grant As of

September 30 2013 the number of RSUs granted to Company employees is 27928 none of

which are vested During the year MFGs Board of Directors decided to terminate the RSU plan
As result RSUs will no longer be granted to the Companys employees The RSU plan has

been replaced with new compensation plan which is described further below

The Company accounts for the RSU plan as variable compensation plan and as such the value
of the awards is remeasured at each reporting date based on the fair value of the RSUs The
Company recognizes liability and corresponding compensation expense equal to the value of

the remeasured RSUs amortized over the vesting period At September30 2013 the total

amortized compensation cost under the RSU plan is $1 10930 and is included in accounts

payable and accrued liabilities on the statement of financial condition

13



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

10 Related Party Transactions continued

On October 2012 the Company adopted new compensation policy which governs the equity
based deferred compensation for senior employees The new compensation plan is managed by
MBG and is governed by the Policy Concerning the Compensation of Management and the

Employees of Maple Bank GMBH including its branch offices subsidiaries and other relevant

affiliated companies under the German Ordinance on Regulatory Requirements Relating to

Compensation Systems of Institutions

According to the new compensation policy the total compensation for all employees is made up
of fixed and variable compensation elements which are all paid in cash portion of the variable

compensation element is paid when announced to employees The remaining balance is deferred

and paid in equal annual installments over the next three years

The payment of the deferred amounts depends on the change of the book value per share so
called phantom stocks of MFGI All deferred but unpaid variable compensation elements are

subject to the future performance of MFGI which may result in the partial or total loss of

variable compensation elements that have been allocated but not yet disbursed The plan does

not impose any continued service or performance conditions in order for eligible employees to be

entitled to payment

The Company recognizes liability and corresponding compensation expense equal to the value

of the remeasured phantom stocks recognized in the statement of operations for the period At

September 30 2013 the total accrued compensation liability under the new deferred

compensation plan is $413378 and is included in account payable and accrued liabilities on the

statement of financial condition

At September 30 2013 $35908989 related to securities borrowed and $48013222 related to

securities loaned transactions were due from and due to affiliates respectively These amounts

are primarilywith MSUK MSCL and MBG These balances are included in securities borrowed

and securities loaned on the statement of financial condition Additionally the Company
obtained Securities with lair value of $1059162 in connection with noncash securities lending
transactions in which the Company acted as borrower

During the year the Company made advances to and received advances or overdrafts from MBG
MSCL MTFC and MPAI These advances or overdrafts were due upon demand At

September30 2013 the Company had overdrafts with MBG of $1583830 which is due upon
demand

14



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

10 Related Party Transactions continued

This balance is included in bank overdraft on the statement of financial condition The Company
has an unsecured line of credit agreement with MBG principally to finance securities lending
activities Amounts available under the line of credit are limited to 85 million euro and the

Company is not charged for the unused portion of line of credit At September 30 2013 there

were no outstanding borrowings against the line of credit Interest payable on amounts drawn
under the line of credit is based on the EURII3OR rate plus spread based on the funding term
The spread ranges from 65 to 125 bps

As discussed in Note II the Company is included in the consolidated Federal income tax return

of MPAI At September 30 2013 the Company has payable of $390288 to MPAI This

payable represents the excess of cash payments received from MPAI over the Companys
allocable Federal income tax benefit determined on separate company basis This amount is

part of the balance due to affiliates which is included in Due to brokers clearing organizations
and others on the statement of financial condition

11 Income Taxes

The Company is included in the consolidated federal income tax return of MPAI The Company
also files stand-alone returns in various state and local jurisdictions The Companys provision
for taxes is calculated based on separate return basis

The Companys gross deferred tax assets of $906424 primarily relate to unpaid remuneration

and difference in the fixed assets basis used for generally accepted accounting principles

GAAP and tax purposes At September 30 2013 the Company believes it is more likely than

not that the entire amount of such deferred tax assets will be realized in the future

As of September 30 2013 the Company determined that is has no uncertain tax positions

interest or penalties as defined within ASC 740 and accordingly no additional disclosures are

required

Fiscal years ended September30 2010 through September30 2013 remain open for

examination by the federal and state and local authorities As of September30 2013 the

Company is currently under examination by the State of New York for the tax years 2009

through 2012

15



Maple Securities U.S.A Inc

Notes to Statement of Financial Condition continued

12 Derivative Financial Instruments and Other Off-Balance Sheet Risks

In the normal course of business the Company trades various derivative financial instruments

with off-balance sheet risk The Company enters into derivative transactions to manage the

Companys own exposure to market and credit risk resulting from its business activities

Derivatives are financial instruments which include forward foreign exchange contracts single

stock futures and exchanged traded equity index options and equity option contracts whose
value is based upon an underlying asset index or reference rate

derivative contract may be traded on an exchange or over-the-counter Exchange traded

derivatives are standardized and include option and futures contracts Over-the-counter

derivative contracts are individually negotiated between contracting parties

Options represent the right to purchase or sell financial assets at specified terms at specified
future dates The Company is engaged in writing option contracts The premium received by the

Company upon writing an option contract is recorded as liability subsequently marked at its

fair value and is included in securities sold but not yet purchased on the statement of financial

condition In writing an option the Company bears the market risk of an unfavorable change in

the financial instrument underlying the written option Exercise of an option written by the

Company could result in the Company selling or buying financial instrument at price

different from the current fair value

Single stock futures SSF are type of futures contracts between two parties to exchange

specified number of shares in company for price agreed on the contract date the futures price

or the strike price with delivery occurring at specified future date the delivery date SSF
contracts are executed on an exchange and cash settlement is made on daily basis for market

movements Accordingly futures contracts generally do not have credit risk

Forward foreign exchange contracts represent future commitments to purchase or sell other

currencies at specific terms at specified future dates Risks arise from the possible inability of

counterparties to meet the terms of their contracts and from unfavorable changes in foreign

currency exchange rates

The following table summarizes the gross fair value of derivative instruments at September 30
2013 Fair values of derivative instruments in an asset position arc included in securities and

derivative contract owned at fair value Fair values of derivative instruments in liability

position are reflected in securities and derivative contract sold but not yet purchased at fair

value
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Notes to Statement of Financial Condition continued

12 Derivative Financial Instruments and Other Off-Balance Sheet Risks continued

Exchange traded equity index option contracts

Exchange traded equity option contracts

Forward foreign exchange contracts

The following table summarizes the notional values of the Companys derivative instruments

that are reported as asset or liability positions respectively at September 30 2013

Exchange traded equity index option contracts 565775000 576085000
Exchange traded equity option contracts 28429900 44212500
Single stock futuresW 1472954 790328705
Forward foreign exchange contracts 705918

At September 30 2013 gross unsettled variation margin receivables and payables related to the Companys single stock futures

totaled $8998591 and $3673849 respectively These amounts are included in due from and due to brokers clearing

organizations and others on the statement of financial condition

13 Commitments and Contingent Liabilities

The Company has obligations under operating leases related to office space The existing

operating lease related to the Companys main office space will terminate in February 2014
Refer to Note 16 for additional information regarding the Companys new operating lease for

office space As of September 30 2013 the aggregate minimum annual rental commitments
under the existing operating lease totaled $386546

The Company may be involved in litigation arising in the normal course of business At

September 30 2013 no litigation was pending against the Company In addition management is

not aware of any unasserted claims or assessments against the Company

Fair Value

of Assets

Fair Value

of Liabilities

28991617 177314933

1159291 1135672

25914

30176822 178450605

Notional

Value

Notional

Value

of Assets of Liabilities
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13 Commitments and Contingent Liabilities continued

The Company applies the provisions of the ASC 460 Guarantees which provides accounting
and disclosure requirements for certain guarantees The Company is member of various U.S

exchanges and clearinghouses that trade and clear securities and/or derivatives contracts

Associated with its membership the Company may be required to pay proportionate share of

the financial obligations of another member who may default on its obligations to the exchange

or the clearinghouse While the rules governing different exchange or clearinghouse

memberships vary in general the Companys guarantee obligations would arise only if the

exchange had previously exhausted its resources In addition any such guarantee obligation

would be apportioned among the other non-defaulting members of the exchange Any potential

contingent liability under these membership agreements cannot be estimated The Company has

not recorded any contingent liability in the statement of financial condition for these agreements
and believes that any potential requirement to make payments under these agreements is remote

14 Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities including securities lending
in which counterparties primarily include large domestic and international banks and broker-

dealers and other financial institutions including related parties described in Note 10 From time

to time the Company may assume concentrated credit risk at the individual obligor counterparty

or guarantor level In addition the Company may from time to time be exposed to concentrated

credit risk at the industry or country level potentially exposing the Company to single market

or political event or correlated set of events The Company also generally is not able to net

exposure across counterparties that are affiliated entities and may not be able in all circumstances

to net exposures across multiple products to the same legal entity As consequence the

Company may incur loss in relation to one entity or product even though the Companys
exposure to one of its affiliates or across product types is over collateralized

Generally all of the Companys counterparty exposure is secured and when the Companys
exposure is secured the realizable market value of the collateral may have declined by the time

the Company exercises rights against that collateral This risk may be particularly acute if the

Company is required to sell the collateral into an illiquid or temporarily impaired market In the

event counterparties do not fulfill their obligations the Company may be exposed to credit risk
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14 Concentrations of Credit Risk continued

The risk of default depends on the creditworthiness of the counterparty or issuer of the

instrument and the value of collateral that may be held by the Company if any It is the

Companys policy to review as necessary the credit standing of each of its counterparties At

any point in time having one or more counterparties to which the exposure exceeds 10% of the

Companys total shareholders equity is not unusual If significant individual counterparty

defaults on an obligation to the Company the Company could incur financial losses that

materially adversely affect the Companys businesses operating results and financial position

At September 30 2013 approximately 46% of the Companys credit exposure associated with its

securities lending activities was spread amongst five counterparties and the amount of loss to be

incurred if the counterparties failed to perform to the terms of their contracts would not exceed

approximately $7 million which represents the difference between the value of collateral

advanced approximately $244 million and the value of collateral received approximately

$237 million

15 Retirement Plan

The Company has 40 1k retirement plan the Plan covering substantially all of its

employees Only full time employees who meet the service requirement period are eligible to

participate in the Plan The Company may make matching contribution on an individual basis

equal to 100% of the contributions made by the participant to the Plan but not to exceed 5% of

the employees compensation capped at the annual deferral limit as defined

16 Subsequent Events

FASB ASC 855 Subsequent Events requires the disclosure of events occurring subsequent to

the statement of financial condition date The Company evaluated subsequent events through the

issuance date of the statement of financial condition On October 22 2013 the Company signed

10 year operating lease for new office space with minimum rental commitments totaling

$4267146 On February 24 2014 the Company moved its operations to the new office space

In February 2014 following scheduled routine examination FINRA concluded that the

Company had been incorrectly determining the SEC Rule 15c3-1 net capital requirements for

certain securities purchased under agreements to resell transactions collateralized by equity

securities See Note for discussion of the impact of FINRAs finding on the Companys
originally reported net capital at September 30 2013 Based on FINRAs finding the Company
also concluded that it had hindsight net capital deficiency of $29597921 and $5569785 as of

October 2013 and November 30 2013 respectively
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16 Subsequent Events continued

The Company has since re-filed its Form X-l7A-5 FOCUS REPORT for both September2013

and October 2013 as instructed by FINRA Additionally the Company has restructured all of

its securities purchased under agreements to resell transactions that were collateralized by equity

securities
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