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OATH OR AFFIRMATION

1, William Bethlem, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement and supporting §chedules
pertaining to the firm of Itau International Securities, Inc., as of January 31, 2014, 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 a customer, except

as follows:

NOTARY PUELI¢.-5 i ATE OF FLORIDA / SppS—

S Claudio Jose Arruda s
- £ Commission # EE054353
¥ Expires: JAN. 11, 2015

BONDED THRU ATLANTIC BONDING CO,, INC. CEO and President
Titie
2
s

’ Notary Public

This report*™ contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and
the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods
of consolidation.

()  An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

OXX O ODOXKXKOXKOK KK

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.

** For conditions of confidential treatment of certain portions of this filings, see section 240. 17a-5(e)(3).
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Report of Independent Certified Public Accountants

To the Stockholder and Board of Directors of
Itad International Securities, Inc.

We have audited the accompanying financial statements of Itati International Securities, Inc, (the
“Company”) (formerly Itati Europa Securities, Inc.) which comprise the statement of financial
condition as of December 31, 2013, and the related statement of operations and changes in
stockholder’s equity and cash flows for the year then ended.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements 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 financial statements that are free from material misstatement, whether due to fraud or
€error.

Certified Public Accountants’ Responsibility

Our responsibility is to express an opinion on the financial statements based on our audits. We
conducted our audits 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 statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on our judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, we consider internal control relevant to the Company's preparation and
fair presentation of the financial statements 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
Company's 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 statements. We believe that the audit evidence we have obtained is sufficient and appropriate
to provide a basis for our audit opinion.

PricewaterhouseCoopers LLP, 401 East Las Olas Boulevard, Suite 1800, Fort Lauderdale, FI. 33301
T: (954) 764 7111, F: (954) 525 4453, www.pwc.com/us
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Itat International Securities, Inc at December 31, 2013, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a
whole. The information contained in Schedules I and II is presented for purposes of additional analysis
and is not a required part of the financial statements, but is supplementary information required by
Rule 17a-5 under the Securities Exchange Act of 1934. The information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records
used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records
used to prepare the financial statements or to the financial statements themselves and other additional
procedures, in accordance with auditing standards generally accepted in the United States of America.

In our opinion, the information is fairly stated, in all material respects, in relation to the financial
statements taken as a whole.

ﬂw@émﬁﬁp&b 22F

Fort Lauderdale, Florida
January 31, 2014



Itau International Securities, Inc.
(formerly Itat Europa Securities, Inc.)
Statement of Financial Condition
December 31, 2013

Assets

Cash and cash equivalents
Receivables from clearing broker
Other assets

Total assets

Liabilities and Stockholder's Equity
Accrued expenses and other liabilities
Payables to affiliates

Total liabilities

Common stock, $0.01 par value, 100,000 shares authorized,

100,000 shares issued and outstanding
Additional paid in capital
Accumulated surplus

Total stockholder's equity

Total liabilities and stockholder's equity

$ 19,328,960
5,421,380
711,072

$ 25,461,412

952,127
1,651,593

2,603,720

1,000
17,619,000
5,237,692

22,857,692

$ 25,461,412

—————————

The accompanying notes are an integral part of these financial statements.
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Itau International Securities, Inc.
(formerly Itaii Europa Securities, Inc.)
Statement of Operations

Year Ended December 31, 2013

Revenue
Commissions

Administration fees
Income from senice agreement
interest and other

Total revenue

Expenses
Senice fee

Salaries and benefits
Floor brokerage and clearing fees
Professional fees

Market data
Interest
Other

Total expenses

Income before tax provision

Provision for income taxes

Net

income

$ 28,789,672
1,542,285
760,922
19,225

31,112,104

17,196,000
4,193,274
1,880,806

289,351
254,521
107,506
741,647

24,663,105

6,448,999

2,425,849
$ 4,023,150

The accompanying notes are an integral part of these financial statements.
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Itau International Securities, Inc.
(formerly Itau Europa Securities, Inc.)
Statement of Changes in Stockholder’s Equity
Year Ended December 31, 2013

Additional Total
Common Stock Paid in Accumulated Stockholder's
Shares Amount Capital Surplus Equity
Balances at December 31, 2012 100,000 $ 1,000 §$ 17,619,000 $ 1,214,542 $ 18,834,542
Net income - - - 4,023,150 4,023,150
Balances at December 31, 2013 100,000 $ 1,000 $ 17,619,000 $ 5,237.692 $ 22,857,692

The accompanying notes are an integral part of these financial statements.
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Itau International Securities, Inc.
(formerly Itaii Europa Securities, Inc.)
Statement of Cash Flows

Year Ended December 31, 2013

Cash flows from operating activities

Net income

Deferred income taxes
Adjustments to reconcile net income to net cash
from operating activities
Change in operating assets and liabilities
Increase in receivable from clearing broker
Increase in other assets
Increase in payable to affiliate

Increase in accrued expenses and other liabilities

Net cash provided in operating activities
Net increase in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Supplemental disclosure of cash flow information

Taxes paid

$ 4,023,150
7,553

(2,890,097)
(262,539)
313,631
231,192
1,422,890

1,422,890

17,906,070
$ 19,328,960

$ 2,701,000

The accompanying notes are an integral part of these financial statements.

6



Itat International Securities, Inc.
(formerly itad Europa Securities, Inc.)
Notes to Financial Statements
December 31, 2013

Organization and Business

Itatl International Securities, Inc. (the “Company”) (formerly Itad Europa Securities, Inc.), is a wholly
owned subsidiary of Banco Itau BBA International S.A. (the “Parent”), a banking corporation
incorporated under the laws of Portugal.

The Company was incorporated in March, 2007 and became a registered broker and commenced
its broker dealer operations in May 2008.

The Company is registered with the U.S. Securities and Exchange Commission (“SEC”) and The
Commodity Futures Trading Commission (“CFTC") and is a member of the Financial Industry
Regulatory Authority, Inc. (“FINRA”) and The National Futures Association (“NFA”). The principal
business plan of the Company is to act as a broker-dealer in the execution of U.S. and Latin
American securities transactions with Latin American investors. The majority of the customers are
also customers of Banco Itau Europa International ("BIEI"), a related entity wholly owned by the
Parent.

The Company clears all transactions with and for customers on a fully disclosed basis through a
clearing firm. The Company does not accept customer funds and securities as customers transmit
all such transactions to the clearing broker. The clearing broker carries all accounts for customers.

Summary of Significant Accounting Policies

Cash and Cash Equivalents
The Company classifies as cash equivalents highly liquid instruments with original maturities of
three months or less and includes cash and cash due from Banks.

Receivable From Clearing Broker
Amounts receivable from the clearing broker consist of deposits and amounts due from and
payable to the clearing broker for fees, commissions, and errors.

Commissions

Commissions earned are related to the dollar amount of trading volume of Customer’ transactions.
Commissions and related clearing expenses are recorded on a trade date basis as securities
transactions occurred.

Administration Fees
Fees are earned from administration services. Fees are recorded as earned based on a
percentage of the amount of assets by customer in a monthly basis during the period.

Payables to Affiliates

The Company reimburses BIEI, a related entity wholly owned by the Parent, for expenses paid by
BIEI on behalf of the Company. In addition, the Company remits fees to MCC Securities inc.
("MCC"), a related party, for revenue earned in conjunction with customer introductions.



Itau International Securities, Inc.
(formerly Itau Europa Securities, Inc.)
Notes to Financial Statements
December 31, 2013

Use of Estimates

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 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 may differ from those estimates.

Related Party Transactions

An administrative services agreement (the “Services Agreement”) was executed with BIE! for the
provision of payroll, administration, occupancy, equipment and information services. In accordance
with the Services Agreement, BIE! allocated expenses monthly to the Company, using a
methodology that considers the proportional cost of the services provided. Related payable and
expense under the Services Agreement in 2013 totalled $927.577 and $17,196,000, respectively.
Other expenses paid by BIE| on behalf of the Company totalled $3,255,601 during 2013. The
Company made payments to BIE! for these expenses in 2013 of $2,609,156 At December 31,
2013, the amount owed to BIEI for expenses paid is $722,283 included in the payables to affiliate
on the balance sheet.

Under an agreement with MCC, MCC refers its customers to IES and IES introduces those
customers to Pershing LLC ("Pershing") as fully-disclosed customers of IES, for clearance and
settlement of their transactions and custody of their assets. IES collects revenue on behalf of and
remits the revenue to MCC. At December 31, 2013, the amount owed to MCC as revenue is
$1,734 included in the payables to affiliates on the balance sheet.

In 2013, IS provided trading services to BIE| for a group of products including mutual funds, CDs,
derivatives, and equities, among others. During the year ended December 31,2013, fees remitted
to IS for these services totaled approximately, $761,000. These fees are included in service
agreement income in the statement of income.

Because of the relationship between the Bank and its related parties, it is possible that the terms of

these transactions are not the same as those that would result from transactions among wholly
unrelated parties.



Itau International Securities, Inc.
(formerly Itat Europa Securities, Inc.)
Notes to Financial Statements
December 31, 2013

4, Income Taxes

The components of the provision for income taxes were as follows for the year ended
December 31, 2013:

Current
Federal $ 2,077,264
State 356,138
2,433,402
Deferred
Federal (6,824)
State (729)
(7.553)
Provision for income taxes $ 2,425,849

The Company’s income tax rate computed at the statutory federal rate of 34% differs from its
effective tax rate primarily due to permanent items and state income taxes.

Deferred income taxes reflect the net tax effects of temporary differences between the carrying

amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes.

The tax effects of temporary differences that give rise to significant portion of the deferred tax
assets are as follows:

Amortization $ 53,397
Prepaid expenses (2,098)
Net deferred tax assets $ 51,299

5. Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule (“Rule 15¢3—1"), which requires the
maintenance of minimum net capital, as defined, equal to the greater of $100,000 or 6-2/3% of
aggregate indebtedness, as defined. At December 31, 2013, the Company had net capital of
$22,130,213 which was $21,956,632 in excess of the amount required of $173,581. The ratio of
aggregate indebtedness to net capital at December 31, 2013 is 11.77%.

The Company is exempt from the SEC's Customer Protection Rule (“Rule 15¢3-3").
Section (k)(2)(ii) of Rule 15¢3-3 allows for this exemption since all customer transactions are
cleared through other broker-dealers on a fully-disclosed basis.

6. Concentration of Credit Risk

In the normal course of business, securities transactions of customers of the Company are
introduced and cleared through a correspondent clearing broker. Pursuant to an agreement



Itat International Securities, Inc.
(formerly itat Europa Securities, Inc.)
Notes to Financial Statements
December 31, 2013

between the Company and its clearing broker, the clearing broker has the right to charge the
Company for unsecured losses that result in the event that a customer or counterparty is unable to
fulfill its contractual obligations. The Company has a policy of reviewing the credit standing of each
counterparty and customer with which it conducts business.

The Company maintains a cash balance with an unaffiliated financial institution that is in excess of
FDIC insured limits. The institution is considered well capitalized at December 31, 2013.

Risk Management

In the normal course of business, the Company’s activities mainly include acting as an agent for
the trade execution of fixed income securities. These activities may expose the Company to risk
arising from price volatility which can reduce the customer's ability to meet their obligations. To the
extent customers are unable to meet their commitments to the Company, the Company may be
required to purchase or sell financial instruments at prevailing market prices in order to fulfill the
customer's obligations.

Fair Value of Financial Instruments

The following methods and assumptions were used by the Company in estimating fair values of
financial instruments as disclosed herein:

Receivable from Clearing Broker
The carrying amounts of premiums receivables from clearing brokers approximate their fair value.

Subsequent Events

The Company has performed an evaluation of subsequent events through January 31, 2014, the
date the financial statements were available for issuance. No material subsequent events were
identified.

10



Itau International Securities, Inc.
(formerly Itat Europa Securities, Inc.)

Schedule I: Computation of Net Capital Pursuant to SEC Rule 15¢3-1
December 31, 2013

Computation of net capital
Total stockholder's equity $ 22,857,692
Deductions and/or charges

Nonallowable assets

Deductions 2,508
Other assets 711,072
Total (deductions) and/or charges 713,580
Haircuts on securities 13,899
Net capital 22,130,213
Computation of basic net capital requirement
Minimum net capital required 173,581
Excess of net capital $ 21,956,632

Computation of aggregate indebtedness
Items included in statement of financial condition

Payable to affiliates $ 1,651,593
Accrued expenses and other liabilities 952,127
Total aggregate indebtedness $ 2,603,720

Ratio of aggregate indebtedness to net capital 11.77%

There are no material differences between the preceding computed on and the Company’s corresponding
unaudited part Il of Form X—17A-5 filed January, 24, 2014.

11



Itau International Securities, Inc.
(formerly Itau Europa Securities, Inc.)
Schedule II: Computation for Determination of Reserve Requirements for

Broker- Dealers Under SEC Rule 15¢3-3
December 31, 2013

The Company clears all transactions with and for customers on a fully disciosed basis, and the Company
does not otherwise hold funds or securities for, or owe money to customers and therefore is exempt from
the provisions of Rule 15¢3-3 pursuant to paragraph k(2)(ii).

12
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Independent Certified Public Accountants’ Report

To the Stockholder and Board of Directors of
itau International Securities, Inc.

In planning and performing our audit of the financial statements of Itat International Securities, Inc. (the
“Company”) (formerly Itat Europa Securities, Inc.), as of and for the year ended December 31, 2013, in
accordance with auditing standards generally accepted in the United States of America, we considered
the Company's internal control over financial reporting (internal control) as a 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 Company's internal control.
Accordingly, we do not express an opinion on the effecti\)eness of the Company's internal controtf.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “SEC”), we
have made a study of the practices and procedures followed by the Company including consideration
of control activities for safeguarding securities. This study included tests of such practices and
procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of Rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T 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 SEC's previously
mentioned objectives. Two of the objectives of internal controf 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 management's authorization and recorded properly to
permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

PricewaterhouseCoopers LLP, qo1 East Las Olas Boulevard, Suite 1800, Fort Lauderdale, FL, 33301
T: (954) 764 7111, F: (954) 525 4453, www.pwe.com/us
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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.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to
merit attention by those charged with governance.

' A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there

is a reasonable possibility that a material misstatement of the company's financial statements will not
be prevented or detected and corrected on a 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 a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company's practices and

procedures, as described in the second paragraph of this report, were adequate at December 31, 2013
to meet the SEC's abjectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the Financial Industry Regulatory Authority, Inc ("FINRA"), and other regulatory agencies that rely
on Rule 17a-5(g) 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.

Fort Lauderdale, Florida
January 31, 2014
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Independent Certified Public Accountants’ Report

To the Stockholder and Board of Directors of
itau International Securities, Inc.

In accordance with Rule 17a-5(e)(4) of the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying General Assessment Reconciliation
(Form SIPC-7) of the Securities Investor Protection Corporation (SIPC) of Itau International Securities,
Inc. (formerly Itat Europa Securities, Inc.) for the year ended December 31, 2013, which were agreed
to by Itad International Securities, Inc, the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and the Securities Investor Protection Corporation (collectively, the
"specified parties") solely to assist the specified parties in evaluating Itat International Securities, Inc.'s
compliance with the applicable instructions of Form SIPC-7 during the year ended December 31, 2013.
Management is responsible for Itau International Securities, Inc.'s compliance with those requirements.
This agreed-upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this report. Consequently, we make
no representation regarding the sufficiency of the procedures described below either for the purpose
for which this report has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments on page 1, items 2B and 2F of Form SIPC-7 with
the respective cash disbursement records entries, as follows: payment dated July 24, 2013 in
the amount of $22,822 was compared to check number A-01 7976 provided by the Financial
Operations Principal, noting no differences and payment dated January 30, 2014 in the amount
of $8,589 was compared to check number A-018289 provided by the Financial and Operations
Principal, nating no differences.

2. Compared the Total Revenue amount reported on page 3 of the audited Form X-17A-5 for the
year ended December 31, 2013 to the Total revenue amount of $31,112,104 reported on page
2, item 2a of Form SIPC-7 for the year ended December 31, 2013 noting no differences.

PricewaterhouseCoopers LLP, 401 East Las Olas Boulevard, Suite 1800, Fort Lauderdale, FL 33301
T:(954) 764 7111, F: (954) 525 4453, www.pwce.com/us



3. Compared any adjustments reported on page 2, items 2b and 2c of Form SIPC-7 with the
supporting schedules and working papers, as follows:

a)

c)

Compared deductions on line 2¢(3), Commissions, floor brokerage and clearance paid to
other SIPC members in connection with securities transactions, of $1,720,525 to the
Commissions and Payout System report for the period from January 1, 2013 to
December 31, 2013 to the supporting schedules provided by the Financial and
Operations Principal, noting no differences.

Compared deductions in line 2¢(8), Other revenue not related either directly or indirectly
to the securities business of $15,731,292 to the to the supporting schedule for the
period from January 1, 2013 to December 31, 2013 provided by the Financial and
Operations Principal, noting no differences. During 2013, management performed an
assessment on the deduction eligibility of all revenue is considered to be related to non-
registered investment products. Our procedures were limited to comparing the amounts
reported to the supporting schedules rather than determining whether the deduction of
such revenue is appropriate according to the SIPC instructions.

Compared deductions on line 2¢(9)(i), Total interest and dividend expense of $5,454 to
supporting schedule, for the period from January 1, 2013 to December 31, 2013
provided by the Financial and Operations Principal noting no differences.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers obtained in procedure 3, as follows:

a) Recaiculated the mathematical accuracy of the SIPC Net Operating Revenues on page

2, line 2d and the General Assessment @ .0025 on page 2, line 2e of $13 654,832 and
$34,137, respectively of the Form SIPC-7, noting no differences.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on the Company's preparation of Form SIPC-7 in accordance with the
applicable instructions. Accordingly, we do not express such an opinion. Had we performed additional
procedures, other matters might have come to our attention that would have been reported to you.
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This report is intended solely for the information and use of management and the board of directors of
Itau International Securities, Inc., the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and the Securities Investor Protection Corporation and is not intended to be
and should not be used by anyone other than these specified parties.

A rtconilrhuso (oo, 2P

Fort Lauderdale, Florida
January 31, 2014
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