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OATH OR AFFIRMATION

[, _Hua Son , Swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

City National Securities. Inc , as of December 31, 20183 are true and cotrect. 1 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 Public - California Signature
s Los Angeles County
My Comm. Expires Mar 7, 2017
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This report **contains (check 4l applicable boxes):
...X (a) Facing Page.
...X {(b) Statement of Financial Condition.
{c) Statement of Income (Loss).
(d) Statement of Changes in Financial Conditien.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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 Contro} 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.
...x (I} An Oath or Affirmation.
{m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
City National Securities, Inc.

We have audited the accompanying financial statement of City National Securities, Inc,, (the "Company”)
which comprises the statement of financial condition as of December 31, 2015, and the related notes to
the financial statement. The financial statement is the responsibility of the Company’s management. Qur
respounsibility is to express an opinion on the financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statement is free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial
reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing 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 over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

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

financial position of City National Securities, Inc, as of December 31, 2015 in conformity with
accounting principles generally accepted inthe United States of America.

IHowes Adinses L0s

Dallas, Texas
February 24, 2016




CITY NATIONAL SECURITIES, INC.

(A Wholty Owned Subsidiary of City National Bank)

(SEC Identification Number 8-52265)
Statement of Financial Condition
December 31, 2015

Assets
Cash and cash equivalents
Marketable securities, at fair value
Receivables from clearing organizations
Deferred tax asset, net
Premises and equipment, net
Other assets

Total assets
Liabilities and Stockholder’s Equity
Liabilities:
Notes payable
Accrued expenses
Payable to broker-dealer

Payable for securitics purchased not yet settled
Payable to related party

Total liabilities

Commitments

Stockholder’s equity:
Common stock, $1 par value. Authorized 10,000 shares; issued and
outstanding 1,000 shares
Additional paid-in capital
Retained earnings

Total stockholder’s equity
Total liabilities and stockholder’s equity

Confidential
See accompanying notes to financial statements

$ 15,073,620
4,589,811
1,298,799

328,765
231,923

103,124

$ 21626042

—— Y e e

3 5,000,000
1,989,040
3,340,834
1,250,318
1,201,185

12,781,377

1,000
2,999,000

5,844,665

8,844,665
$ 21626042
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CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC ldentification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

Organization and Nature of Business

City National Securities, Inc. (the Company or CNS), a wholly owned subsidiary of City National Bank
(the Bank), is a registered member of the Financial Industry Regulatory Authority (FINRA) and is engaged
in the business of providing brokerage services to retail clients. The Company was formed on
December 29, 1999, registered effective as a broker-dealer on March 15, 2000, and commenced operations
on April 26, 2000. The Bank is a wholly owned subsidiary of City National Corporation (CNC).

On November 2, 2015, the Royal Bank of Canada (RBC) completed its acquisition of CNC. Effective at
the acquisition date, CNC was merged with and into RBC USA Holdco Corporation (Corporation), a
Delaware corporation, with Corporation surviving the merger as a wholly owned subsidiary of RBC.
Accordingly, the Bank became a direct wholly owned subsidiary of Corporation.

The Company is exempt from Rule 15¢3-3 under paragraph (k)(2)(ii) of the Securities Exchange Act of
1934, relating to the determination of reserve requirements, because it does not maintain cusfomer
accounts or take possession of customer securities. Transactions are cleared on a fully disciosed basis
through National Financial Services LLC (NFS), a wholly owned subsidiary of Fidelity Global Brokerage
Group, Inc.

The Company is registered as an investment advisor with the Securities and Exchange Commission (SEC).
As a registered investment advisor, the Company is required to adhere to rules and regulations identified in
the U.S. Investment Advisers Act of 1940.

Significant Accounting Policies
(@) Use of Estimates

The preparation of the statement of financial condition in conformity with U.S. generally accepted
accounting principles 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 statement. Actual results could differ from those estimates.

(b) Cash and Cash Equivalents

The Company considers all highly liquid investments with original maturities of three months or less
when purchased to be cash equivalents, Cash equivalents include $1,875,026 held in money market
funds. Cash held in banks periodically exceeds the Federal Deposit Insurance Corporation’s (FDIC)
insurance coverage of $250,000, and as a result there may be a concentration of credit risk related to
the amount in excess of FDIC insurance coverage.

(c) Securities Transactions

The Company records its securities transactions on a trade-date basis.




CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

{d) Fair Value Measurements

(e)

Marketable securities are recorded at fair value in accordance with Financial Accounting Standards
Board (FASB) Accounting Standard Codification (ASC) 820, Fair Value Measuremeni, based on
publicly reported bid and ask quotations or broker quotations. Similarly, other assets are recorded at
their contracted amounts, which approximate fair value.

Fair value is defined as the price that the Company would receive to sell an asset or pay to transfer a
liability (i.e., the exit price) in an orderly transaction between market participants at the measurement
date.

Each investment asset or liability of the Company is assigned a level at measurement date based on
the significance and source of the inputs to its vajuation. The three-Level hierarchy for fair value
measurements that distinguishes between market participant assumptions developed based on market
data obtained from sources independent of the reporting entity (observable inputs) and the reporting
entity’s own assumptions about market participant assumptions developed based on the best
information available in the circumstances (unobservable mputs). The hierarchy Level assigned to
each security held by the Company is based on the assessment of the transparency and reliability of
the inputs used in the valuation of such security at the measurement date. The three hierarchy levels
are defined as follows:

Level 1~ Valuations based on unadjusted quoted market prices in active markets for identical
securities,

Levet2 - Valuations based on observable inputs (other than Level I prices), such as quoted prices
for similar assets at the measurement date; quoted prices in markets that are not active;
or other inputs that are observable, either directly or indirectly.

Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value
measurement and involve management judgment and assumptions pertaining to the
market participants.

Income Taxes

ncome taxes are accounted for under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences atiributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases
and operating loss and tax credit carry forwards. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled. The effect on deferred tax assets and liabilities of
a change in tax rates is recognized in income in the period that includes the enactment date.
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CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

The Company recognizes the benefits of tax return positions, which meet the threshold of
“more-likely than-not” to be sustained upon challenge by the taxing authority. Measurement of a tax
position meeting the more-{ikely than-not criterion is based on the largest benefit that is more than
50% likely to be realized. The Company recognizes accrued interest and penalties relating to
uncertain tax positions as an income tax provision expense.

The Company is a subsidiary of the Bank, which is a wholly owned subsidiary of the Corporation.
Accordingly, the Company’s federal taxable income or loss is included in the federal income tax
return filed by the Corporation. The Company may also be included in cerfain state and local tax
returns of the Corporation or its subsidiaries. The Company’s tax-sharing agreement with the Bank
provides that income taxes be based on the separate results of the Company. The agreement
generally provides that the Company pay the Bank amounts equal to the taxes that the Company
would be required to pay if it were o file a return separately from the affiliated group. The
agreement also provides that the Bank will pay the Company amounts equal to tax refunds the
Company would be entitled to if the Company had filed a separate company tax return as well as fax
attributes that may be utilized by the Bank or others within the consolidated group. Any amounts
payable or receivable for taxes are included within amounts due to or due from related parties.

Premises and Equipment

Premises and equipment are stated at cost less accumulated depreciation. Leasehold improvements
are amortized over the terms of the respective leases.

Software

Capitalized software is stated at cost, less accumulated depreciation. Capitalized software includes

" purchased software and capitalizable application development costs associated with internally

developed software. Capitalized software is included in Premises and equipment, net in the balance
sheet. .

Subdistribution and Shareholder Servicing Fees

The Company provides certain services to the City National Rochdale Funds (the Funds), which are
managed by City National Rochdale, LLC (CNR), a registered investment advisor (RIA) and wholly
owned subsidiary of the Bank. Services are provided to Class N shares through the directed brokerage
program and to the Servicing Class {formerly, the | share class) through the CNS advisory program.

The Company serves as sub-distributor for the Class N shares of eleven open-ended mutual funds and three
money market funds of the Funds. SEI Investments Distribution Co. (SEI) serves as principal distributor
for the Funds.

The Company also has in place a shareholder servicing agreement, whereby the Company is compensated
by the Funds for providing certain shareholder support services to Class N and the Servicing Class share
investors of the Funds.
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CITY NATIONAL SECURITIES, INC.
{A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

Transactions with Affiliates

Various expenses are paid by the Bank, such as rent and certain general and administrative expenses.
These expenses are reimbursed by the Company pursuant to an agreement between the Company and the
Bank, and amounts payable for such reimbursement are included within payable to related party in the
statement of financial condition.

The Company is also allocated compensation and benefit expense related to the employees of the Bank
who provide services to the Company.

The Company has retained City National Rochdale (CNR), the Bank’s RIA subsidiary, to provide
investment advisory and portfolio management services for their investment advisory program. Under the
program, the Company has established custodial accounts with the Bank on behalf of each of its clients.
The Company compensates the Bank and CNR for these services.

Off-Balance-Sheet Risk

In the normal course of business, the Company is involved in the execution of various securities
transactions for its customer accounts. Securities transactions are subject to the risk of counterparty or
customer nonperformance. However, transactions are collateralized by the underlying security, thereby
reducing the associated risk to changes in the fair value of the security through the settlement date or to the
extent of margin balances. The scttlement of these transactions is not expected to have a material effect on
the Company’s financial condition.

Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) and is required to maintain
minimum net capital, equivalent to $250,000 or 2% of aggregate debit items, whichever is greater, as these
terms are defined. As of December 31, 2015, the Company had regulatory net capital of $12,925,004
which was $12,675,004 in excess of the required minimum net capital of $250,000.




- CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

(7) Income Taxes

The tax effects of the temporary difference that gave rise to the deferred tax asset as of December 31, 2015
are presented below:

Deferred tax asset:
Accrued expenses $ 276,170
Other 73,123
Total deferred tax assets 349,293

Deferred tax liability:
State taxes (20,528)

Total deferred tax liabilities {20,528)
Net deferred tax asset $ 328,765

Management has analyzed the Company’s recorded tax benefits and concluded that each material position
satisfied the required recognition and measurement threshold for inclusion within the financial statement.
Consequently, the Company has not recorded any reserve for any uncertain tax positions and does not
believe that a significant change will occur within the coming year as to any uncertain tax positions.

To the extent that a deferred tax asset is determined to be less than more likely than not to be realized, a
valuation allowance is recorded. Management has determined that a valuation allowance is not required
for any of its deferred tax assets.

The Bank may from time to time be assessed inferest or penalties by taxing authorities, although any such
assessments historically have been minimal and immaterial to the financial results. Years subsequent to
2005 are still subject to adjustment upon audits by taxing authorities.
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(A Wholly Owned Subsidiary of City National Bank)

CITY NATIONAL SECURITIES, INC.

(SEC Identification Number 8-52265)
Notes to the Statement of Financial Condition
December 31, 2015

Fair Value Measurements

The following table summarizes the Company’s assets and liabilities measured at fair value as of
December 31, 2015 by level in the fair value hierarchy and its carrying amounts:

December 31,2015
Carrying Total Fair Value Measurments Using
Amount Fair Value Level 1 Level 2 Level 3
Assets:
Cash and cash equivalents:
Cash $ 13,198,594 13,198,594 13,198,594 — —
Money market funds 1,875,026 1,875,026 1,875,026 — —
Marketable securities:
U.S. Govt and Agency bonds 1,108,577 1,110,463 — 1,110,463 —
Municipal bonds 2,421,069 2418118 —_ 2,418,118 —
Corporate bonds 1,061,505 1,061,230 1,061,230
Total assets $ 19,664,771 19,663,431 16,134,850 3,528,581 —
Liabilities:
Notes payable $ 5,000,000 5,000,000 — 5,000,000 —
Total liabilities $ 5,000,000 5,000,000 — 5,000,000 —

At December 31, 2015 $19,663,431, or approximately 91 percent, of the Company’s assets were measured
at fair value on a recurring basis. The Company holds Level | and Level 2 investments in money market
funds and marketable securities as of December 31, 2015. The inputs used for valuing securities are not
necessarily an indication of the risks associated with investing in those securities. The primary inputs for
determining fair value are quotations for closing prices from national securities exchanges as well as
reported bid and offer quotations from parties trading the security.

For notes payable, the carrying amount is a reasonable estimate of fair value measured at fair value on a
nonrecurring basis. During the year ended December 31, 2015 there were no changes to the valuation
techniques employed by the Company in determining fair value.

The Company’s accounting policy is to recognize transfers between levels of the fair value hierarchy on
the date of the event or change in circumstances that caused the transfer. There were no transfers into or
out of Level 1, Level 2, or Level 3 for the year ended December 31, 2015. There were no acquisitions of

Level 3 securities during 2015.
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CITY NATIONAL SECURITIES, INC,

{A Wholly Owned Subsidiary of City National Bank)

(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition

December 31, 2015

Premises and Equipment

The following is a summary of the major categories of premises and equipment:

Accumulated
Depreciation
And Carrying
Cost Amaorization Value
December 31, 2615
Premises 5 1,705,983 1,658,141 47,842
Furniture, fixtures and equipment 1,272,679 1,232,742 39,937
Software 882,475 738331 144,144
Total $ 3,861,137 3,625,214 231,923
Related Parties

Range of
Lives

Up to 39 years
3 to 10 years
3 to 10 years

The Company started the City National Securities Investment Advisory Program and registered with the
SEC as a registered investment advisor effective March 22, 2010, CNS hired the Bank’s RIA subsidiary,
CNR to manage the assets of the RIA clients. SEI tracks and calculates the amount of income earned
based on the average daily balance of assets under management at the end of each period. During the year
ended December 31, 2015, the Company reimbursed the Bank $1,756,422 for its services provided to the

investment advisory program customers.

The Company has an unsecured revolving credit with the Corporation, Refer to Note 11, Notes Payable,

for further discussion of the line of credit.

Notes Payable

On April 1, 2015, the Company has entered into a $20,000,000 unsecured revolving credit agreement and
may repay the outstanding amount at any time prior to the maturity date of March 31, 2017. The proceeds
are used to manage inventory levels to meet client demands and general corporate purposes. At December
31, 2015, the Company had an outstanding balance of §5,000,000 bearing at LIBOR plus 1.5% per annum.

The credit agreement was approved by FINRA as a subordinated borrowing and is available in computing
net capital rule under the SEC’s uniform net capital rule. To the extent that such borrowing are required for
the Company’s continued compliance with minimum net capital requirements, they may not be repaid.
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CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Notes to the Statement of Financial Condition
December 31, 2015

Commitments and Contingencies

The Company’s amended clearing agreement with NFS dated September 22, 2011, reduced the future rate
at which the Company reimburses NFS for clearing and execution costs and modified certain provisions of
the contingent termination clause (the Clause). The Clause stipulates that in the event that the Company
terminates its agreement with NFS prior to the agreement’s expiration date, December 31, 2014, the
Company would have to pay a termination fee equal to the estimated monthly clearing and execution
charges due for the remaining length of the agreement. The term of the agreement will remain in effect
beyond December 31, 2014 for every month in which at any point the Federal Funds effective rate is less
than 100 basis points not to exceed five years from the last date of execution of the amendment.

During the normal course of its operations, the Company may incur additional Habilities due to existing
conditions, situations, legat claims, or circumstances involving uncertainty as to possibie loss 1o the
Company that will ultimately be resclved when one or more future events occur or fail to occur.

Management accrues for such liabilities to the extent that they are deemed probable and estimable. Asof
December 31, 2015, management believes that any such items would not have a material or adverse effect
on its continuing operations.

Subsequent Events

The Company evaluated events occurring after December 31, 2015 through February 24, 2016, the date the
financial statement was available to be issued, to determine whether any items were noted, which
necessitated adjustment to or disclosure in the financial statement. No such subsequent events were
identified.




CITY NATIONAL SECURITIES, INC.
(A Wholly Owned Subsidiary of City National Bank)
(SEC Identification Number 8-52265)

Statement of Financial Condition
December 31, 2015

(With Report of Independent Registered Public Accounting Firm Thereon)

Filed in accordance with subparagraph (e)(3) of Rule 17a-5 of the Securities and Exchange Commission.




