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Report of Independent Registered Public Accounting Firm

The Board of Directors of

RS Platou Markets Inc

We have audited the accompanying statement of financial condition of RS Platou Markets Inc

the Company as of December 31 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 misstatementof 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 firm of Ernst Young Global Limited
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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 RS Platou Markets Inc at December 31 2013 in

conformity with U.S generally accepted accounting principles

February 28 2014

member firm of Ernst Younq GIobI Limited



RS Platou Markets Inc

Statement of Financial Condition

December 31 2013

Assets

Cash and cash equivalents 8264927

Deposit with clearing broker 100000

Receivable from clearing broker 282588

Receivable from customers 45873

Fixed assets net of accumulated depreciation and amortization of $77343 146017

Intercompany receivable 46132

Deferred tax assets net 359191

Other assets 369616

Total assets 9614344

Liabilities and stockholders equity

Liabilities

Accounts payable accrued expenses and other liabilities 3026802

Payables to clearing broker 83321

Income taxes payable 1472359

Total liabilities $4582482

Stockholders equity

Common stock $0.00 par value 10000 shares authorized 3750 shares

issued and outstanding

Preferred stock $0.00 par value 1000 shares authorized

Additional paid-in capital 3766857
Retained earnings 1265001

Total stockholders equity 5031862
Total liabilities and stockholders equity 9614344

The accompanying notes are an integral part of this statement offinancial condition



RS Platou Markets Inc

Notes to Statement of Financial Condition

December 31 2013

Organization and Nature of Business

RS Platou Markets Inc the Company is wholly owned subsidiary of RS Platou AS the

Parent based in Norway The Company is based in the United States and conducts business

from its main office in New York City The Company is broker-dealer under the Securities

Exchange Act of 1934 registered with the Securities and Exchange Commission SEC
effective November 1992 and was approved as member of the Financial Industry Regulatory

Authority FINRA effective December 22 1992

On June 14 2012 RS Platou Markets AS received 1000 shares of common stock of the

Company with par value of $0.00 in exchange for capital contribution of $1000000 On
December 2012 RS Platou Markets AS received 1000 shares of common stock of the

Company with par value of $0.00 in exchange for capital contribution of $1000000

The Company engages primarily in providing Corporate Finance advisory services and the

underwriting distribution and trading of equity and debt securities The Company also engages

in the following business activities participating in underwritings of corporate debt securities in

the United States as selling group or syndicate member the arrangement and syndication of

bank loans including advisory services related thereto and managing the private placement of

exempt corporate and debt securities of U.S insurance company investors

On January 2013 FINRA approved an application submitted by the Company to engage in

corporate finance and best-efforts underwriting activities On September 23 2013 the Company
received permission from FINRA to expand its business operations to include firm commitment

underwritings and the preparation and distribution of proprietary research reports The Company
did not engage in either of these business lines in 2013 The Company has participated in one

firm commitment underwriting to date in 2014 As of the date of this report the Company had

not issued any proprietary research

The Company clears all U.S customer transactions on fully disclosed basis through Pershing

LLC Pershing an independent clearing firm The Company is also party to chaperoning

arrangement with its parent RS Platou Markets AS pursuant to which the Company chaperones

certain activities of RS Platou Markets AS in the U.S The Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities and

accordingly is exempt from the reserve requirement provisions of Rule 5c3-3 under the

Securities Exchange Act of 1934 Rule 5c3-3 pursuant to paragraph k2i of Rule 5c3-3



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Significant Accounting Policies

Use of Estimates

The preparation of the statement of financial condition in conformity with accounting principles

generally accepted in the United States US GAAP requires management of the Company to

make estimates and assumptions that affect certain reported amounts of assets and liabilities and

disclosures of contingent assets and liabilities at the date of the statement of financial condition

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

Cash and Cash Equivalents

All unrestricted highly liquid investments with initial or remaining maturities of less than 90

days at the time of purchase are considered cash and cash equivalents The Companys cash is

held by major financial institutions At times such amount may exceed the Federal Deposit

Insurance Corporation FDIC limit At December 31 2013 the Companys cash exceeded the

limit by $7582882 At December 31 2013 the Company did not have any cash equivalents

Fixed Assets

Fixed assets are stated at cost less accumulated depreciation and amortization Depreciation on

furniture and equipment is calculated on straight-line basis using estimated useful lives of five

to seven years Leasehold improvements are amortized over the lesser of the economic useful life

of the improvement or the term of the lease

Receivables from Clearing Broker

Receivables from clearing broker on the statement of financial condition consist of commissions

earned by the Company that are held with the clearing broker

Other Assets

Other assets consist primarily of prepaid expenses foreign denominated currency deposits and

accounts receivable



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Significant Accounting Policies continued

Payables to Clearing Broker

Payables to clearing broker on the statement of financial condition consist of clearing fees and

other related charges

Revenues

The Company earns commission revenue from effecting trades in U.S and non-U.S equity

securities Commissions and related clearing expenses are recorded on trade date basis as

securities transactions occur

Investment banking revenues include gains losses and fees arising from securities offerings in

which the Company acts as an underwriter or agent Investment banking revenues also include

fees earned from providing merger-and-acquisition and financial restructuring advisory services

Investment banking management fees are recorded on offering date sales concessions on

settlement date and underwriting fees at the time the underwriting is completed and the income

is reasonably determinable Underwriting expenses that are deferred under the guidance in

FASB ASC 940-340-25-3 are recognized at the time the related revenues are recorded in the

event that transactions are not completed and the securities are not issued the Company

expenses these costs

The Company also earns fees for corporate access research services provided to U.S institutional

customers in accordance with its chaperoning agreement with its parent RS Platou Markets AS
Corporate access research services are typically not governed by contractual agreements

Revenues earned for these services are recorded when services to be performed have been

rendered and the revenue is determinable and collection reasonably assured which is generally

when cash is received

Income Taxes

Income taxes are accounted for under Accounting Standards Codification ASC 740 Income

Taxes Deferred tax assets and liabilities are recognized for the future tax consequences
attributable to differences between the financial statement carrying amounts of existing assets

and liabilities and their respective tax bases Deferred tax assets and liabilities are measured

using enacted rates expected to apply to taxable income in the years in which those temporary



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Significant Accounting Policies continued

differences are expected to be recovered or settled The effect on deferred tax assets and

liabilities of change in tax rates is recognized in income in the period that includes the

enactment date To the extent that it is more likely than not that deferred tax assets will not be

recognized valuation allowance would be established to offset their benefit

In accordance with ASC 740 the Company is required to disclose unrecognized tax benefits

resulting from uncertain tax positions ASC 740 defines the threshold for recognizing the

benefits of tax return positions in the statement of financial condition as more-likely-than-not

to be sustained by the taxing authority and requires measurement of tax position meeting the

more-likely-than-not criterion based on the largest benefit that is more than 50 percent likely to

be realized

Fair Value of Financial Instruments

The Company defines fair value in accordance with ASC 820 Fair Value Measurements

ASC 820 defines fair value and establishes framework for measuring fair value as well as

fair value hierarchy based on inputs used to measure fair value

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

orderly transaction between market participants at the measurement date fair value

measurement assumes that the transaction to sell the asset or transfer the liability occurs in the

principal market for the asset or liability or in the absence of principal market the most

advantageous market Valuation techniques that are consistent with the market income or cost

approach as specified by ASC 820 are used to measure fair value

The fair-value hierarchy requires the Company to use observable market data when available

and to minimize the use of unobservable inputs when determining fair value

Level Valuation inputs are unadjusted quoted market prices for identical assets or

liabilities in active markets



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Significant Accounting Policies continued

Level Valuation inputs are quoted prices for identical assets or liabilities in markets

that are not active quoted market prices for similar assets and liabilities in active markets

and other valuation techniques utilizing observable inputs directly or indirectly related to

the asset or liability being measured Observable inputs are inputs that market

participants would use in pricing the asset or liability based on market data obtained from

sources independent of the Company

Level Valuation techniques utilize inputs that are unobservable and significant to the

fair value measurement The unobservable inputs are developed based on the best

information available in the circumstances and may include the Companys own data

Financial Instruments

At December 31 2013 the Company did not own any financial assets or liabilities other than

cash and cash equivalents and other assets and liabilities with short and intermediate term

maturities and defined settlement amounts

Other assets and liabilities with short and intermediate-term maturities and defined settlement

amounts including receivables payables and accrued expenses are reported at their contractual

amounts which approximate fair value

Deposit with Clearing Broker

The Company maintains cash deposited with Pershing pursuant to fully disclosed clearing

agreement Clearing Agreement entered into on October 28 2011 which is meant to assure

the Companys performance including but not limited to the indemnification obligations

specified in the Clearing Agreement At December 31 2013 the Company had $100000

deposited with Pershing The deposit does not represent an ownership interest in Pershing



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Fixed Assets

At December 31 2013 fixed assets consist of the following

Estimated

Useful Life in

Years

Furniture 21219

Equipment 58327

Leasehold improvements 143814

Total cost 223360

Less accumulated depreciation and amortization 77343

Total cost net of accumulated depreciation and amortization 146017

Commitments and Contingencies

Sublease

The Company subleases office space under sublease agreement with RS Platou Markets AS
dated November 24 2011 which will expire on November 30 2016

At December 31 2013 the future minimum lease payments are as follows

2014 263496

2015 263496

2016 237146

Total 764138

Clearing Broker Indemnification

The Company applies the provisions of ASC 460 Guarantees which provides accounting and

disclosure requirements for certain guarantees The Company has agreed to indemnify Pershing

for losses that it may sustain without limit from the customer accounts introduced by the

Company In accordance with applicable margin lending practices customer balances are

typically collateralized by customer securities or supported by other recourse provisions At

December 31 2013 no amounts were recorded under such agreement as no loss exists



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Regulatory Requirements

The Company as registered broker-dealer in securities is subject to the Securities and

Exchange Commission Uniform Net Capital Rule Rule 15c-3-l The Company has elected to

operate under that portion of the Rule which requires that the Company maintain net capital

equal to the greater of $250000 or 2/3% of aggregate indebtedness as those terms are

defined in the Rule At December 31 2013 the Company had net capital of $4490562 which

exceeded the regulatory requirement by $4185063

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

notification and other requirements of Rule 15c3-1 and other regulatory bodies

Proprietary balances held at Pershing or proprietary accounts of introducing brokers PAIB
assets are considered allowable assets for net capital purposes pursuant to an agreement

between the Company and Pershing which require among other things that Pershing perform

computations for PAIB assets and segregate certain balances on behalf of the Company if

applicable

The Company is exempt from the provisions of Rule 15c3-3 under the Securities Exchange Act

of 1934 The Company relies on its SEC Rule 15c3-3k2ii exemption with respect to its

activities in U.S securities which are cleared on fully disclosed basis through its clearing

broker Pershing The Company relies on its SEC Rule 5c3-3k2i exemption with respect to

its chaperoning activities under SEC Rule 5a-6

Related-Party Transaction

The Company entered into an expense sharing arrangement with RS Platou Markets AS the

Parent during 2013 Based on the terms of the agreement the Parent is to provide accounting

and administrative expenses IT expenses Errors Omissions and Directors Officers

insurance research services and any other reasonable services requested by the Company The

Company recorded receivable for these services of $23714 as of December 31 2013 which is

included within other assets in the statement of financial condition

The Company also earns fees for chaperoning corporate finance underwriting provided to U.S

institutional customers in accordance with its chaperoning agreement with the Parent At

December 31 2013 the Company recognized receivable related to this agreement of $41422

At December 31 2013 underwriting related intercompany receivables are included within other

assets in the statement of financial condition in the amount of $288043

10



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

Concentration of Credit Risk

The Company maintains its cash with major financial institutions which at times may exceed the

FDIC limit The Company has not experienced any losses in such accounts The Company is also

exposed to credit risk as it relates to its securities business The responsibility for processing

customer activity rests with Pershing The Companys Clearing Agreement with Pershing

provides that Pershings credit losses relating to unsecured debits or unsecured short positions of

the Companys customers are charged back to the Company

10 Income Taxes

The Company operates as Corporation and is therefore subject to federal state and local

income taxes within its operating jurisdictions

The Company considers the need for valuation allowance against its deferred tax assets to

reduce its deferred tax assets to amounts the Company believes are more likely than not to be

realized In assessing the need for valuation allowance the Company considers all positive and

negative evidence including scheduled reversals of deferred tax liabilities projected future

taxable income tax planning strategies and recent financial performance Based on this

evaluation the valuation allowance was $0 as of December 31 2013

The Companys deferred taxes at December 31 2013 were as follows

Deferred tax assets 361568

Deferred tax liabilities 2377
Deferred tax assets net 359191

The Companys gross deferred tax assets related principally to bonus compensation while the

gross deferred tax liabilities were primarily attributable to depreciation

As of December 31 2013 the Company has zero net operating loss carry forwards after

utilization of all federal and state net operating loss carry forwards in the amount of $2290311

At December 31 2013 the Company did not have any unrecognized tax benefits or liabilities

resulting from uncertain tax positions The Company does not believe that it is reasonably

possible that the total unrecognized benefits will significantly change in the next 12 months

11



RS Platou Markets Inc

Notes to Statement of Financial Condition continued

10 Income Taxes continued

The Company operates in the United States and in state and local jurisdictions and the previous

three years remain subject to examination by the tax authorities There are presently no ongoing

income tax examinations

11 Subsequent Events

The Company evaluated all subsequent events through the date of issuance of this statement of

financial condition and determined that no other subsequent events have occurred that would

require disclosure in the statement of financial condition or accompanying notes

12
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Report of Independent Registered Public Accounting Firm on
Procedures

The Board of Directors

RS Platou Markets Inc

We have performed the procedures enumerated below which were agreed to by the Board of

Directors of RS Platou Markets Inc the Company the Securities Investor Protection

Corporation SIPC the Securities and Exchange Commission and the Financial Industry

Regulatory Authority in accordance with Rule 17a-5e4 of the Securities Exchange Act of 1934
We performed the procedures solely to assist the specified parties in evaluating the Companys
compliance with the applicable instructions of the General Assessment Reconciliation FormSIPC

for the fiscal year ended December 31 2013 The Companys management is responsible for

the Companys 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

Compared the listed assessment payments included in section 2B of Form SIPC-7 with

respective cash disbursement record entries on Companys general ledger and on the bank

statement We compared the Companys Total assessment balance and interest due or
overpayment carried forward amount as reported in the Form SIPC-7 as of December 31
2013 to check made payable to Securities Investor Protection Corporation No findings

were noted

Compared the amounts reported on FOCUS reports prepared by the management with the

corresponding amounts reported in Form SIPC-7 for the fiscal year ended December 31
2013 No findings were noted

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working

papers The following findings were noted

For the purpose of determining SIPC Net Operating Revenues the Company included

SIPC-6 payment amounting to $11312 in Commissions floor brokerage and clearance

paid to other SIPC members in connection with securities transaction deducted under

section 2c of Form SIPC-7 Accordingly the Company reported SIPC Net Operating

Revenues under section 2d of Form SIPC-7 as $11874682 instead of $11885994

ring Agreed-Upon

member firm Ernst Younq Global Limited
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Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related supporting schedules and working papers No findings were noted

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance with the applicable instructions of the General Assessment

Reconciliation Form SIPC-7 for the fiscal year ended December 31 2013 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

This report is intended solely for the information and use of the specified parties listed above and is

not intended to be and should not be used by anyone other than these specified parties

February 28 2014

member Erm of Ernst Young Globol Limited
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