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OATH OR AFFIRMATION
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Independent Auditors Report

The Member

HSH Financial Securities LLC

New York New York

We have audited the accompanying statement of financial condition of HSH Financial

Securities LLC the Company as of December 31 2013 that is filed pursuant to Rule 17a-5

under the Securities Exchange Act of 1934 and the related notes to the financial statement

Managements Responsibility for the Statement of Financial Condition

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

in accordance with accounting principles generally accepted in the United States of America

this includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of the financial statement that 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 from 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

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

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 financial statement

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

basis for our audit opinion

BOO USA LLP Delaware limited liability partnership is the U.S member of BOO International Limited UK company limited by guarantee and forms part of

the international BOO network of independent member firms

1100 is the brand name for the BOO network and for each of the BOO Member Firms
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Opinion

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

respects the financial position of HSH Financial Securities LLC as of December 31 2013 in

accordance with accounting principles generally accepted in the United States of America

81O USkLLP
February 21 2014



HSH Financial Securities LLC

Statement of Financial Condition

Total Assets
$3548547

Liabilities and Members Equity

Liabilities

Due to affiliate
65282

Accounts payable 59475
Members Equity 3423790

Total Liabilities and Members Equity $3548547

December 31 2013

Assets

Cash and cash equivalents

Prepaid expenses

Interest receivable

$3535695
10763

2089

See accompanying notes to statement of financial condition



HSH Financial Securities LLC

Notes to Statement of Financial Condition

Business

HSH Financial Securities LLC Company is Delaware limited liability company whose sole

member is HSH Nordbank AG Cayman Islands Branch Member The Company provides
investment banking services to its customers The Company is relying on its Member for continued
financial support

The Company is registered as broker-dealer under the provisions of the Securities Exchange Act

of 1934 and is member of the Financial Industry Regulatory Authority FINRA The Company
claims exemption from the requirements of Rule 5c3-3 under Section k2i of the Rule

Summary of Significant Accounting Poticies

Basis of Presentation

The statement of financial condition is presented in accordance with accounting principles

generally accepted in the United States of America U.S GAAP
Cash and Cash Equivalents

The Company considers all highly liquid investments with maturities of ninety days or less when

purchased as cash equivalents Cash and cash equivalents held at financial institutions at times

may exceed the amount insured by the Federal Deposit Insurance Corporation

Customer Transactions

The Company engages in investment banking activities with its customers In the event customer

does not fulfill its obligation the Company may be exposed to credit risk

The Company monitors its exposure to credit risk

Fair Value of Financial instruments

The fair values of the Companys assets and liabilities which qualify as financial instruments

under U.S GAAP approximate the carrying amounts presented on the statement of financial

condition because of the short maturity of those instruments

Fair Value Measurement

The Company values all investments at fair value U.S GAAP establishes hierarchy for inputs

used in measuring fair value that maximizes the use of observable inputs and minimizes the use of

unobservable inputs Observable inputs are inputs that market participants would use in pricing

the investment based on available market data Unobservable inputs are inputs that reflect the

Companys assumptions about the factors market participants would use in valuing the investment

based on the best information available in the circumstances

The hierarchy is broken down into three levels based on the observability of inputs as follows

Level Valuations based on quoted prices in active markets for identical investments

Level Valuations based on quoted prices in markets that are not active ii quoted prices

for similar investments in active markets and iii inputs other than quoted prices that are

observable or inputs derived from or corroborated by market data

Level Valuations based on inputs that are unobservable supported by little or no market

activity and that are significant to the overall fair value measurement



HSH Financial Securities LLC

Notes to Statement of Financial Condition

The availability of observable inputs can vary from investment to investment and is affected by
wide variety of factors such as the type of product whether the product is new and not yet
established in the marketplace the liquidity of markets and other characteristics particular to
the transaction

The inputs used to measure fair value may fall into different levels of the fair value hierarchy In

such cases for disclosure purposes the level in the fair value hierarchy within which the fair
value measurement falls in its entirety is determined based on the lowest level input that is

significant to the fair value measurement in its entirety The Companys assessment of the

significance of particular input to the fair value measurement in its entirety requires judgment
and considers factors specific to the investment

The following type of financial instrument was held by the Company as of December 31 2013

Time Deposit

The time deposit was bought at its face amount The amortized cost of the time deposit that

matures within ninety days usually approximates fair value The time deposit is categorized in

Level of the fair value hierarchy

Use of Estimates

The preparation of statement of financial condition in conformity with U.S GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities at the date of the statement of

financial condition Actual results could significantly differ from those estimates

Income Taxes

The Company applies the provisions of ASC 740 Income Taxes which clarifies the accounting
for and reporting of income tax uncertainties and requires additional disclosures related to

uncertain income tax positions ASC 740 prescribes recognition threshold and measurement
attribute for the financial statement recognition and measurement of tax position taken or

expected to be taken in tax return ASC 740 requires that the Company determines whether it is

more likely than not that tax position will be sustained upon examination including resolution of

any related appeals or litigation processes based on the technical merits of the position In

evaluating whether tax position has met the more-likely-than-not recognition threshold the

Company presumes that the position will be examined by the appropriate taxing authority that has

full knowledge of all relevant information

The Company is single member limited liability company which is treated as disregarded entity
for U.S tax purposes As such the Company does not file its own tax returns but includes net

income/loss in the tax returns of its Member

Concentration of Credit Risk

Financial instruments which potentially subject the Company to concentration of credit risk

consist of temporary cash investments The Company places its temporary cash investments with

high credit quality financial institutions and limits the amount of credit exposure to any one
financial institution The Company has never experienced any losses related to these balances
Cash held at financial institutions at times may exceed the amount insured by the Federal

Deposit Insurance Corporation The Company also maintains time deposit with the Member
foreign financial institution This time deposit which is not Federally insured was $2686438 at

December 31 2013



HSH Financial Securities LLC

Notes to Statement of Financial Condition

Clearing Agreement

The Company is self-clearing and has clearing arrangement with bank to clear any trades and
custody assets The bank has custody of the Companys cash balance

The cash position serves as collateral for any amounts due to the bank The cash position also

serves as collateral for potential defaults of the Companys customers which are carried on the
books and records of the Company

The Company is subject to credit risk to the extent that the bank may be unable to fulfill its

obligations to repay amounts owed to the Company

Related Party Transactions

Pursuant to management service agreement as amended the Agreement with the parent of

the Member the Company will receive various services from an affiliate of the Members parent

the Affiliate The Agreement is for period of twelve months and is extended for successive

oneyear periods unless cancelled by either party upon 30 days written notice These services

consist of salary and occupancy expenses incurred by the Company Included in these costs is

management fee as defined in the Agreement which the Company pays the Affiliate In

connection with this Agreement the Company had an unpaid balance of $46998 at December 31
2013 In addition $18284 was unpaid at year end to the Affiliate for professional and other fees

paid by the Affiliate on behalf of the Company which were not covered by the Agreement

Net Capital Requirements

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

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net

capital both as defined shall not exceed 15 to As of December 31 2013 the Company had net

capital of $724500 and minimum net capital requirement of $100000 The Companys ratio of

aggregate indebtedness to net capital at December 31 2013 was .1722 to

Indemnifications

The Company enters into contracts that contain variety of indemnifications The Companys
maximum exposure under these arrangements is unknown However the Company has not had

prior claims or losses pursuant to these contracts and expects the risk of loss to be remote

Subsequent Events

Management has evaluated the possibility of subsequent events existing in the Companys
financial statement through February 21 2014 the date the statement of financial condition was
available to be issued Management has determined that there are no material events that would

require disclosure in the Companys statement of financial condition


