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Independent Auditors Report

To the Board of Managers and Member of

CLSA Americas LLC

We have audited the accompanying statement of financial condition of CLSA Americas LLC the
Company as of December 31 2013

Managements Responsibility for the Statement of Financial Condition

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

condition 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 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 of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free from material misstatement

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

the statement of financial condition The procedures selected depend on our judgment including the

assessment of the risks of material misstatement of the statement of financial condition whether due to

fraud or error In making those risk assessments we consider 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

Opinion

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

respects the financial position of CLSA Americas LLC at December 31 2013 in accordance with

accounting principles generally accepted in the United States of America

February 27 2014

PricewaterhouseCoopers LLP PricewaterhouseCoopers Center 300 Madison Avenue New York NY 10017

646 4713000 813286 óooo www.pwc.com/us
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wholly-owned subsidiary of CLSA BY
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December 31 2013

US dollars in thousands

ASSETS

Cash and cash equivalents 73745

Cash and securities segregated under Federal regulations 2663

Receivables

Clearing firm 3673

Brokers and dealers 581

Customers 1880

Affiliates 233

Securities owned at fair value pledged as collateral 4904

Other assets 4467

Deferred tax asset net 2762

Total assets 94908

LIABILITIES AND MEMBERS EQUITY

Payables

Brokers and dealers 1124

Customers 581

Due to affiliates 2528

Accrued compensation and benefits 20106

Accrued expenses and other liabilities 4533

Total liabilities 28872

Commitments and contingencies

Members equity 66036

Total liabilities and members equity 94908

The accompanying notes are an integral part of the statement of financial condition
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Business Description and Organization

CLSA Americas LLC the Company is wholly-owned subsidiaiy of CLSA BY CLSA or

the Parent which is indirectly wholly-owned by CITIC Securities Co Ltd CITICS the

holding company for an international group of related financial services companies The Company

is single member Limited Liability Company LLC with the Parent Netherlands corporation

as the sole member The Company is regulated member of The New York Stock Exchange

NYSE the Financial Industry Regulatory Authority Inc FINRA and other market centers

and self-regulatory organizations The Company provides brokerage and equity research services

to institutional investors In addition the Company is the U.S representative broker for CLSA and

certain of its subsidiaries as well as Credit Agricole Securities Taiwan Co Ltd in compliance

with SEC Rule 15a-6 providing 15a-6 services

The Company was formed on August 17 2012 as result of the intended sale of the equity

brokerage and research business by Credit Agricole Securities USA Inc CAS or Former

Parent as part of larger transaction between Credit Agricole SA and CITICS the CITICS

Transaction In February 2013 the Company was approved as registered broker-dealer by the

U.S Securities and Exchange Commission SEC
On May 24 2013 the Former Parent contributed net assets and liabilities of 510939 as well as

the equity brokerage and research business staff and management See Note Non-Cash

Transactions for details of the non-cash assets and liabilities assumed

On July 31 2013 the Company was sold by CAS to CLSA then CITICS purchased CLSA
completing the CITICS Transaction As result the immediate parent of the Company became

CLSA and CITICS became the ultimate parent of the Company Prior to the close of the CITICS

transaction CLSA and CAS were related entities For financial accounting purposes these were

transactions among entities under common control which under US GAAP is required to be

accounted for by using the carryover basis As result there were no valuation adjustments

recorded on the acquired or contributed assets and liabilities since the sale ultimately took place

between related parties Accordingly no book goodwill was recorded

Significant Accounting Policies

Basis of Presentation

The statement of financial condition has been prepared in accordance with accounting

principles generally accepted in the United States of America

Use of Estimates

The preparation of the statement of financial condition requires management to make certain

estimates and assumptions that affect the reported amounts of assets and liabilities and

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

condition Actual results could differ from those estimates
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Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and overnight demand deposits that are

primarily maintained at one major global bank Given this concentration the Company is

exposed to certain credit risk Due to the short-term nature of these instruments the recorded

value has been determined to approximate fair value

Bank overdrafts

Bank overdrafts represent outstanding checks for payments made on behalf of or to clients

that have not yet been processed by the bank As these checks are cleared through the bank

the Company reduces the bank overdraft liability as well as reduces the cash and cash

equivalent balance The balance in this liability account does not represent insufficient funds

Loss Contingencies

With respect to all significant litigation matters the Company considers the likelihood of

negative outcome If the Company determines the likelihood of negative outcome is

probable and the amount of the loss can be reasonably estimated the Company records an

estimated loss for the expected outcome of the litigation If the likelihood of negative

outcome is reasonably possible and the Company is able to determine an estimate of the

possible loss or range of loss in excess of amounts already accrued if any the Company

discloses that fact together with the estimate of the possible loss or range of loss However it

is often difficult to predict the outcome or estimate possible loss or range of loss because

litigation is subject to inherent uncertainties particularly when plaintiffs allege substantial or

indeterminate damages the litigation is in its early stages or when the litigation is highly

complex or broad in scope In such cases the Company discloses that it is unable to predict

the outcome or estimate possible loss or range of loss

Income Taxes

The Company has elected to be treated as corporation for US Tax purposes as of July 31

2013 Prior to this point the entity was considered disregarded entity for tax purposes and

was part of the Former Parents tax filings Prior to the close of the CITICS transaction

CLSA and CAS were related entities under common control and as result in accordance

with ASC 740 there were no valuation adjustments recorded on the acquired assets/liabilities

since the sale ultimately took place between related parties This did however result in

book to tax difference See Note Income Taxes for further details

Deferred income taxes are recorded for the effects of temporary differences between the

reported amount in the statement of financial condition and the tax basis of assets and

liabilities that will result in taxable or deductible amounts in the future based on tax laws and

rates applicable to the periods in which the differences are expected to reverse The

Company assesses its ability to realize deferred tax assets primarily based on the Companys

future earnings potential and the reversal of taxable temporary differences when recognizing

deferred assets Deferred tax assets are reduced by valuation allowance when in the
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opinion of management it is more likely than not that some portion or all of the deferred tax

assets will not be realized

The Company follows accounting principles related to the accounting for uncertainty in

income taxes In this regard the Company is required to determine whether tax position is

more likely than not to be sustained upon examination including resolution of any related

appeals or litigation process based on the technical merits of the position The tax expense

benefit to be recognized is measured as the largest amount of expense benefit that is

greater than fifty percent likely of being realized upon ultimate settlement which could result

in the Company recording tax liability

Securities Owned at fair value

Investments include United States Treasury Note and US equity securities which are

classified as trading Trading investments are stated at fair value with unrealized gains and

losses reported in net income Realized gains and losses on the sale of investments are

included in income in the current period Average cost is used to determine realized gain or

loss on investments sold

See Note Fair Value for description of how the Company measures the fair value of

investments

Dividends Paid to Parent

It is the Companys intention to distribute to the Parent the majority of the net income earned

each year subject to certain regulatory net capital requirements and restrictions

Cash and securities segregated under Federal Regulations

As of December 31 2013 $1000 of cash was segregated in special reserve bank custody account

for the exclusive benefit of customers under Rule 5c3-3 of the Securities Exchange Act of 1934 as

amended Exchange Act

As of December 31 2013 $1663 of cash was segregated in separate non-interest bearing bank

account in support of Letter of Credit issued by the Companys Bank in the name of Credit

Agricole Corporate and Investment Bank CA-CIB former affiliate in support of the sub-lease

agreement executed between the Company and CA-CIB

Receivables from and Payables to Brokers and Dealers

Amounts receivable from and payable to brokers and dealers as of December 2013 consist of

the following

Receivables Payables

Receivables/payables on unsettled trades

Securities failed-to-deliver/receive 581 1124

58 1124
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Securities owned at fair value

The following is summary of the cost and fair value of trading investments held as of December

31 2013

Gross Gross

Unrealized Unrealized

Cost Gains Losses Fair Value

Trading

United States Treasury Note 4959 56 4903

Equity investments __________
4960

__________
56 4904

As of December 31 2013 United States Treasury Note of $4903 cost of $4959 was held in the

Companys investment account and is pledged as collateral with its clearing firm

Fair Value

Fair value is defined as the price that would be received to sell an asset or paid to transfer liability

i.e the exit price in an orderly transaction between market participants at the measurement

date The three broad levels of fair value hierarchy are as follows

Level Quoted prices in active markets are available for identical assets or liabilities as

of the reported date

Level Quoted prices in markets that are not active or other pricing inputs that are either

directly or indirectly observable as of the reported date

Level Prices or valuation techniques that are both significant to the fair value

measurement and unobservable as of the reported date These financial instruments do not

have two-way markets and are measured using managements best estimate of fair value

where the inputs into the determination of fair value require significant management

judgment or estimation

The following table summarizes the valuation of our financial instruments by pricing observability

levels as of December 31 2013

Level Level Level Total

U.S Treasury Note 4903 4903

Equity securities

Total assets measured at fair value 4903 4904

Primarily long positions in corporate equities held for corporate access purposes
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Following is description of the fair value methodologies used for instruments measured at fair

value as well as the general classification of such instruments pursuant to the valuation hierarchy

U.S Treasury note We hold United States Treasury note which is deposited with the

Companys clearing firm It is valued based on quoted yields in secondary markets and is

included in Level of the valuation hierarchy

Equity securities Our equity securities consist principally of long positions in corporate

equities with quoted prices in active markets which are included in Level of the valuation

hierarchy

Income Taxes

The Company is Limited Liability Company which as of July 31 2013 has elected to be subject

to federal and state corporate income taxes Before such date the Company was treated as

disregarded entity for federal and state corporate tax purposes and was included in the tax results of

its Former Parent

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

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

tax purposes Temporary differences primarily include bonuses that are not currently deductible for

tax purposes As result of the treatment of the CITICS Transaction as an acquisition of assets for

tax purposes and the related creation of taxable bargain purchase Deferred Tax Liability was

recorded The tax effect of significant items comprising the net deferred tax asset is as follows

Deferred tax asset

Differences between book and tax basis

Deferred Bonuses 7791

Bargain Purchase 681

Valuation Allowance $4348

Net deferred tax asset 2.762

As this is the first year of operations for the Company Management has established valuation

allowance of $4348 against the deferred tax asset in excess of the current tax expense as it is more

likely than not to be unrealizable

Related Party Transactions

Due to Affiliates includes expenses allocated to the Company by CLSA Limited Limited
CLSA Singapore Pte Ltd CLSS and SetClear Pte Ltd SetClear and certain expenses of the

Company incurred in the normal course of business paid by Limited and other affiliates
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The Company executes orders for Limited and CLSA Global Markets Pte Ltd GM on which it

earns execution fees Orders for such affiliates are only in securities listed or traded on markets in

North or South America Receivables from affiliates as of December 31 2013 included net

balance of $182 due from affiliates for these services

The Company has entered into Service Level Agreements with Limited and GM as to which the

Company provides sales and marketing services to US clients Receivables from affiliates as of

December 2013 included net balance of $77 due to affiliates for these services

The Company has entered into Service Level Agreement with CLSA UK Ltd UK under

which UK provides US sales and marketing services to European clients Due to affiliates as of

December 31 2013 included net balance of $533 due to affiliates for these services

The Company has entered into Representative Agreement with its Parent and certain of its other

subsidiaries as to which the Company acts as the 5a-6 broker for US client transactions conducted

with CLSA entities Receivables from affiliates as of December 31 2013 included net balance of

$0 due from affiliates for these services

The Company has entered into an agreement with SetClear for space associated with IT equipment

that is located in the US Receivables from affiliates as of December 31 2013 included net

balance of $167 due from affiliates for these services

The Company acts as the collection agent associated with payments for research from US clients

As such certain amounts of funds received are payments for research of other CLSA entities

During the year ended December 31 2013 the Company collected or issued invoices for $5020 of

which $3156 was remitted to Limited Payable to affiliates as of December 31 2013 included

net balance of $578

The Company maintains fully disclosed clearing agreement with its Former Parent The Company

executes orders for proprietary and customer accounts only in securities listed or traded on markets

in North or South America and Europe Receivable from Clearing Firm as of December 31 2013

included net balance of $3673

The Company has $200000 uncommitted revolving credit facility the Credit Facility with

CLSA Finance Limited an affiliate with no established maturity date The Credit Facility is

available for the Companys business purposes The Company can draw directly under the Credit

Facility and management does not expect to draw on the Credit Facility

The Credit Facility includes customary events of default with customary grace periods as

applicable including provisions under which upon the occurrence of an event of default all

outstanding loans accelerated and/or lenders commitments may be terminated Also under such

provisions upon the occurrence of certain insolvency- or bankruptcy-related events of default all

amounts payable under the Credit Facility would automatically become immediately due and

payable and the lenders commitments would automatically terminate

Amounts under the Credit Facility may be borrowed repaid and re-borrowed by the Company from

time to time Voluntary prepayments by the Company are permitted at any time without fee
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Borrowings under the Credit Facility bear interest at an arms-length rate to be agreed between the

parties from time to time

As of December 31 2013 the Company had no amounts outstanding under the Credit Facility

During 2013 the Company did not draw upon the Credit Facility

Non-Cash Transactions

The following are non-cash activities

Net liabilities assumed from Former Parent in connection with

CITICS Transaction

Receivable from Customers 575

Receivable from Affiliates 390

Other Assets 1485

Payable to Affiliates 377

Accrued compensation and benefits 12742

Accrued expenses and other liabilities 270
Net liabilities assumed 10939

Subsequent to the contribution of net assets and liabilities by the Former Parent the Former Parent

contributed cash to settle the net liabilities transferred above This amount is reflected in the

statement of cash flows

10 Net Capital Requirement

As broker-dealer the Company is subject to the Uniform Net Capital Rule 15c3-1 of the Exchange

Act The Company computes its net capital under the alternative method permitted by the rule

which requires that minimum net capital as defined exceed the greater of $250 or two percent of

aggregate debit items included in the Customer Reserve Calculation as defined by Rule 5c3-3 of

the Exchange Act As of December 31 2013 the Company had net capital of $56215 which was

$55965 in excess of the minimum net capital requirement of $250 Advances dividend payments

and other equity withdrawals are restricted by the regulations of the SEC FINRA and other

securities agencies

11 Risk Management

Customer Activities

In the normal course of business the Companys brokerage activities involve the execution of

various customer securities trades which may expose the Company to off-balance sheet risk by

requiring the Company to purchase or sell securities at prevailing market prices in the event the

customer is unable to fulfill its contractual obligations
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The Companys customer securities activities are transacted on cash basis

In accordance with industry practice the Company records customer transactions on trade date

basis The Company is exposed to risk of loss on these transactions in the event of the customers

or brokers inability to meet the terms of their contracts in which case the Company may have to

purchase or sell financial instruments at prevailing market prices The risks assumed by the

Company in connection with these transactions are not expected to have material adverse effect

upon the Companys financial condition or results of operations

Other Counterparties

The Company is engaged in various brokerage activities on behalf of clients In the event

counterparties do not fulfill their obligations the Company may be exposed to risk The risk of

default depends on the creditworthiness of the counterparty of the instrument It is the Companys

policy to review as necessary each counterpartys credit worthiness

Market Risk

Market risk is defined as the exposure to adverse changes in the market value of security due to

the change in the values of various risk factors The four standard market risk categories are equity

interest rate currency and commodity

The Company does not engage in principal trading activities As such the Company does not hold

overnight positions

In the course of broking the Company will from time to time facilitate institutional customer

orders that result in market risk exposures The Company manages the market risks associated with

these activities by completing the transactions in short period of time in trading day In

addition such transactions are monitored through variety of risk measures and techniques by

establishing intra-day limits and by monitoring exposures and limits on daily basis

12 Subsequent Events

We evaluated subsequent events through February 27 2014 the date the statement of financial

condition was available to be issued

10
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