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ICAP Securities USA LLC and Subsidiaries
Unaudited Consolidated Statement of Financial Condition
September 30, 2016
(dollars in thousands)

Assets
Cash and cash equivalents
Cash segregated under federal regulations
Deposits with clearing organizations
Securities owned, at fair value
Securities borrowed
Receivable from brokers dealers and clearing organizations
Receivable from customers
Commissions receivable, net of allowance for doubtful accounts of $476
Income tax receivable from affiliate
Receivable from affiliates
Intangible assets, net of accumulated amortization of $1,124
Exchange and trading memberships
Goodwill
Prepaid expenses and other assets

$

Total assets

110,400
8,300
33,320
6,256
1,098,608
325,595
163,629
27,778
3,311
14,923
83
5,407
2,312
5,811
1,805,733

Liabilities and Member's Equity
Liabilities
Securities loaned
Payable to brokers, dealers and clearing organizations
Securities sold, but not yet purchased at fair value
Securities sold under agreements to repurchase
Payable to customers
Payable to affiliates
Accrued expenses and accounts payable
Bank loan payable

1,099,803
140,184
6,256
13,000
301,863
13,364
26,923
25,000

Total liabilities

1,626,393

Commitments and contingencies (Note 8)
Member's equity
Total liabilities and member's equity

179,340
$

1,805,733

The accompanying notes are an integral part of this Unaudited Consolidated Statement of Financial
Condition.
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ICAP Securities USA LLC and Subsidiaries
Notes to Unaudited Consolidated Statement of Financial Condition
September 30, 2016
(dollars in thousands)
1.

Organization
ICAP Securities USA LLC (the “Company”) and its direct wholly owned subsidiaries, ICAP
Corporates LLC (“Corporates”), and LinkBrokers Derivatives LLC (“Link”), (the subsidiaries are
collectively referred to herein as the “Subsidiaries”, and the Company and Subsidiaries together
are referred to herein as the “Group”) are Delaware limited liability companies. The sole Member
of the Company is ICAP Broking Holdings North America LLC (“IBHNA”). IBHNA has one
Member ICAP US Financial Services LLC (“IUFS”). IUFS has two Members, ICAP Global
Broking Investments (“IGBINV”) and ICAP Global Broking Inc. (“IGBI”).
The Group is an indirect wholly owned subsidiary of ICAP plc, a public company registered in
the United Kingdom that engages principally in money and securities broking throughout the
world.
The Company is registered with the Securities and Exchange Commission (“SEC”) as a
government securities broker-dealer under the provisions of the Government Securities Act of
1986, and is a member of the Financial Industry Regulatory Authority Inc. (“FINRA”). The
Company, headquartered in New Jersey and with an office in London, is a broker of U.S.
Treasury bills, notes and bonds, and obligations of U.S. Governmental agencies, and
repurchase and reverse repurchase agreements covering U.S. Government and Federal agency
securities.
Corporates primarily operates in the brokering of financial instruments. Collectively the
instruments include, but are not limited to corporate bonds, preferred stock, credit derivatives,
U.S. Governmental and other Federal agency obligations, collateralized mortgage obligations
and other asset-backed corporate debt securities, equities, equity options, commodity futures,
and financial futures.
Corporates is registered with the SEC, and it is also registered with the Commodity Futures
Trading Commission (“CFTC”) and the National Futures Association (“NFA”) as a non-clearing
Independent Introducing Broker (“IB”). Corporates has four trading licenses with the New York
Stock Exchange (“NYSE”), is a member of the NYSE Amex LLC, NASDAQ Stock Exchange,
NYSE Arca, the Chicago Board Options Exchange, and the National Stock Exchange.
Additionally Corporates is a member of the NFA, Intercontinental Exchange Futures U.S., and
the Chicago Board of Trade which is part of the Chicago Mercantile Exchange Group.
Link officially terminated its FINRA broker dealer registration on November 4, 2014.
Sale of ICAP plc global voice broking businesses
On November 11, 2015, ICAP plc signed an agreement to sell its global hybrid voice broking and
information businesses to Tullet Prebon plc. The sale is subject to obtaining approvals from
regulatory authorities across various jurisdictions as well as the finalization of certain commercial
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terms. On March 24, 2016, approval was obtained from the shareholders and bondholders of
ICAP plc. As of November 03, 2016, the required regulatory approvals are still pending.
Brokerage capacities
In certain products, members of the Group act in the capacity of “matched principal” or “name
give-up.”
When acting in the capacity of “matched principal”, the Group member acts as a “middleman” or
intermediary by serving as the counterparty for identified buyers and sellers in the matching, in
whole or in part, of reciprocal back-to-back trades.
When acting in the “name give-up” capacity, the Group member acts in an agency capacity,
whereby it connects buyers and sellers and may assist in the negotiation of the price and other
material terms of the transaction. At the point at which the parties agree to terms, the Group
member leaves the buyer and seller to clear and settle through the appropriate market
mechanism.
In certain markets, members of the Group may also facilitate its clients by acting as the
executing broker of exchange products. Certain of these transactions are introduced to a
clearing firm for settlement and clearance, and in others the Group member may self-clear the
transaction.
The Group’s Internal Counsel believes that ICAP plc benefits from a waiver from Unaudited
Consolidated capital adequacy tests granted by the UK Financial Conduct Authority (“FCA”) to
ICAP’s FCA regulated entities. The waiver provides relief from certain capital requirements
under EU legislation, provided that ICAP plc’s Group is not exposed to proprietary trading risk.
Compensation
The Group is generally compensated for its role in facilitating and consummating transactions by
charging a brokerage fee. In “matched principal” market places the fee typically takes the form of
a markup or markdown which is added to or subtracted from, as the case may be, the agreed-to
transaction price. In “name give-up” market places and for other agency transactions the fee will
typically take the form of a commission.
In addition, in certain fixed income markets, the Group may when acting in a “matched principal”
capacity, earn a profit by buying a financial instrument at one price and simultaneously or shortly
thereafter selling it at a higher price (or vice versa), such that the Group receives the benefit of
the “spread” on the trade in addition to any markup or markdown it charges.
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Unmatched Principal Transactions
The Group may and does from time to time acquire unmatched positions as principal, including
but not limited to, in the following scenarios:
(1) Taking a position to add liquidity for Group customers and to attract market participants to its
market. Sometimes the act of posting or providing quotations may result in the Group
acquiring a position as principal on an unmatched trade;
(2) As a result of errors or out-trades. From time to time, as a result of a bona fide error the
Group may in “matched principal” market places acquire a position in resolution of such error
(this may also occur when the Group is acting as agent in an exchange based marketplace);
and
(3) Executing or facilitating customer orders. This includes but is not limited to acquiring a
position (i) resulting from the partial mismatches in timing between multiple buyers and
sellers when facilitating customer orders, and (ii) where appropriate, executing in anticipation
of customer interest or anticipated orders, and (iii) prior to a position being novated, given-up
or settled by the relevant customer(s) and/or for the purposes of gaining the customer(s)
access to any applicable clearing and settlement system.
2.

Summary of Significant Accounting Policies
Basis of presentation
The Unaudited Consolidated Statement of Financial Condition has been prepared in accordance
with accounting principles generally accepted in the United States of America (“GAAP”). Material
intercompany balances and transactions are eliminated upon consolidation. The U.S. Dollar is
the functional currency of the Company and its subsidiaries. In the opinion of management, the
Unaudited Consolidated Statement of Financial Condition includes all adjustments necessary to
present fairly the financial position at September 30, 2016 and the results of operations for the
period then ended.
Use of Estimates
Preparation of the Unaudited Consolidated Financial Statements in accordance with GAAP
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
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Statement of Financial Condition for the reporting period. Actual results could differ from those
estimates.
(a) Cash and Cash Equivalents
Cash at September 30, 2016 includes $110,400 of cash held in a demand deposit account by
two major financial institutions. The Company considers short-term interest bearing investments
with initial maturities of three months or less to be cash equivalents. At September 30, 2016, the
Company had a cash balance that exceeded the Federal Deposit Insurance Corporation
(“FDIC”) limit of $250

(b) Exchange and Trading Memberships
The Company and Corporates own membership shares in the Depository Trust Clearing
Corporation (“DTCC”). The membership shares are subject to restriction. The Group carries
these restricted shares at cost of approximately $4,345 and $99 respectively. Additionally
Corporates owns two trading memberships with the Intercontinental Exchange Inc.(“ICE”).The
membership shares are subject to restriction. The Group carries these restricted shares at cost
of approximately $781.
On August 19, 2016, the Company purchased a Chicago Board of Trade (“CBOT”) membership
seat from an affiliate. The membership seat is subject to restriction. The company carries the
seat at cost of approximately $182.
The Company and Corporates are required to hold these shares and seat in order to maintain
their trading membership privileges. The Company and Corporates performed an annual
impairment review and determined that there was no impairment of the shares.
(c) Securities Transactions
Security transactions are recorded in the Unaudited Consolidated Statement of Financial
Condition on a trade date basis. Customers’ securities transactions are recorded on a settlement
date basis.
Securities owned are recorded at fair value.
(d) Collateralized Financing Agreements
Securities borrowed and securities loaned are recorded at the amount of cash collateral
advanced or received. Securities borrowed transactions require Corporates to deposit cash with
the lender. With respect to securities loaned, Corporates receives collateral in the form of cash.
The amount of collateral required to be deposited for securities borrowed or received for
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securities loaned is an amount generally in excess of the market value of the applicable
securities. Corporates monitors the market value of securities borrowed and loaned daily, with
additional collateral obtained or refunded as appropriate. The amount of collateral received and
delivered under these agreements approximates the amounts on the Unaudited Consolidated
Statement of Financial Condition. Securities borrowed and securities loaned are presented on a
gross basis in the Unaudited Consolidated Statement of Financial Condition.
Transactions involving purchases of securities under agreements to resell (reverse repurchase
agreements or reverse repos) or sales of securities under agreements to repurchase
(repurchase agreements or repos) are accounted for as collateralized financings except where
the Company does not have an agreement to sell (or purchase) the same or substantially the
same securities before maturity at a fixed or determinable price. It is the policy of the Company
to obtain possession of collateral with a market value equal to or in excess of the principal
amount loaned under resale agreements. Collateral is valued daily and the Company may
require counterparties to deposit additional collateral or return collateral pledged, when
appropriate.
The Company’s repurchase agreements are carried at the amounts of cash advanced or
received, plus accrued interest, which approximates fair value.
(e) Goodwill and Intangibles
Under ASC 350, goodwill and the useful lives of intangible assets are tested for impairment, at a
minimum, on an annual basis or when an event occurs or circumstances change that signifies
the existence of impairment. In September 2011, a new accounting standard was issued that
permits an entity to perform a qualitative assessment of goodwill impairment to determine
whether it is necessary to perform the two-step quantitative goodwill impairment test. The Group
elected to continue to perform a quantitative assessment and concluded that there was no
impairment of goodwill or intangible assets as of September 30, 2016.
Identifiable intangible assets consist of customer lists and are amortized over four to five years.
(f) Allowance for Doubtful Accounts
An allowance for doubtful accounts on commissions receivable is maintained at a level that in
management’s judgment is adequate to absorb potential credit losses. The allowance is
increased by provisions charged to income and is reduced by charge-offs.
(g) Income Taxes
The Group flows up into a corporation (IGBI), and therefore records its share of the income tax
provision on its separate company financial statements.
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The Group is party to a Tax Sharing Agreement (“the Agreement”) with IGBI. As a single
member limited liability company, the Company is treated as a branch of a US corporation. IGBI
allocates to the Group its share of the consolidated federal and state income tax expense or
benefit based upon the principles of a modified separate company basis. State and local income
taxes (and any associated tax reserves) are provided on the Group’s taxable income at the
blended tax rate applicable to the combined tax return. As part of the tax sharing agreement, the
Group settles both current and deferred taxes on a periodic basis with the parent. For the period
ended September 30, 2016, the Group files as part of the consolidated federal income tax return
and certain combined state and local income tax returns of IGBI.
In accordance with ASC 740, Income Taxes, (“ASC 740”), deferred tax assets and liabilities are
recognized for temporary differences between the financial reporting and tax bases of the
Group’s assets and liabilities. Valuation allowances are established to reduce deferred tax
assets to the amount that more likely than not will be realized.
In addition, ASC 740 sets out a consistent framework to determine the appropriate level of tax
reserves to maintain for uncertain tax positions. Under ASC 740, the Group determines whether
it is more likely than not that an income tax position will be sustained upon examination by tax
authorities. Sustainable income tax positions are then measured to determine the amount of
benefit to be reflected in the Statement of Financial Condition. Each sustainable position is
measured at the largest amount of benefit that is more likely than not to be realized upon
ultimate settlement.
3.

Accrued Expenses and Accounts Payable
Accrued expenses and accounts payable at September 30, 2016 include approximately $20,341
of accrued compensation and related expenses, and $6,582 of other accrued expenses.

4.

Income Taxes
The Group believes there are no unrecognized tax benefits, including interest and penalties and
therefore did not record a liability for these items.
At September 30, 2016, the Group had $5,853 of net deferred tax assets. This balance is
comprised of deferred tax assets of $8,025 resulting from temporary differences primarily related
to deferred compensation of $7,778, stock based compensation of $59, and provision for bad
debts of $188. These deferred assets were offset by deferred tax liabilities of $2,172 resulting
from temporary differences primarily related to prepaid compensation of $1,794, and
amortization of goodwill of $378. As part of the tax sharing agreement, until settlement, the net
balance is recorded as an income tax receivable or income tax payable in the Unaudited
Consolidated Statement of Financial Condition. The Company has not settled any of the
deferred tax asset with the parent and the deferred tax asset of $5,853 is a component of the
income tax receivable from affiliate in the Statement of Financial Condition.
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The Group is required to assess the likelihood that deferred tax assets will be realized using a
more-likely-than-not criteria. To the extent this criteria is not met, the Group is required to
establish a valuation allowance against the deferred tax assets. The Group believes it did meet
the more-likely-than-not criteria and therefore did not record a valuation allowance at September
30, 2016.
The Group has recorded income taxes receivable from an affiliate of $3,311, which is reflected in
income tax receivable from affiliate within the Unaudited Consolidated Statement of Financial
Condition.
The Group is included in the federal Unaudited Consolidated income tax return of IGBI and
Subsidiaries. ICAP's federal corporate income tax returns for the year ended March 31, 2010
and after remain subject to examination. The Group files as part of combined unitary state and
local returns with affiliates, as well as certain separate state and local filings. The most
significant state and local filings are subject to examination for years 2010 and after.
5.

Cash Segregated Under Federal Regulations
Cash in the amount of $7,000 has been segregated in a special reserve bank account for the
benefit of customers under SEC Rule 15c3-3 (see Note 10). The Company and Corporates
compute a PAB Reserve, which requires that they both maintain minimum segregated cash in
the amount of total credits per the Reserve Computation. As of September 30, 2016 cash in the
amount of $300 and $1,000 has been segregated in proprietary accounts of broker-dealers
(“PAB”) reserve accounts by Corporates and the Company respectively. The segregated cash
held in both the special reserve bank account for the exclusive benefit of customers and the PAB
reserve account meet the requirement pursuant to SEC Rule 15c3-3.

6.

Receivable from and Payable to Brokers, Dealers and Clearing Organizations
Settlement date for brokered transactions in securities is generally same day or one to three
business days after trade date, except for mortgage related securities issued by federal
agencies, which is between five and twenty business days after trade date.

Fail-to-deliver
Receivable from clearing brokers
and clearing organizations
Other

$

Receivable
306,513
16,919
2,163 (a)

$

325,595

Fail-to-receive

$

Other

2,729 (a)
$

(a) The unrealized gains for delayed-delivery, to-be-announced securities (TBA) and when-
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issued securities are recorded in the Unaudited Consolidated Statement of Financial Condition
net of unrealized losses by counterparty.
7.

Receivable from and Payable to Customers
Receivable from and payable to customers consists primarily of amounts due on cash
transactions arising from customer fails-to-receive and fails-to-deliver.

8.

Commitments and Contingencies
Leases
The Group has four lease agreements for facilities, the longest of which is 15 years. The leases
contain provisions for escalations based on increases in certain costs incurred by the lessors.
Minimum annual lease commitments under the leases are as follows:
Year Ending September 30,
2017
2018
2019
2020
Thereafter

5,508
9,232
7,542
7,542
10,832
$ 40,656

The office space included under the leases is used by the Group and various other affiliates.
The ultimate parent company, ICAP plc has obtained an uncollateralized letter of credit in the
amount of $6,720, in order to satisfy the requirements of the lease agreement entered into by
the Group for the facilities.
The Company obtained an uncollateralized letter of credit in the amount of $2,160, in order to
satisfy the requirements of the lease agreement entered into by the Company for the disaster
recovery facility.
Additionally the Company obtained an uncollateralized letter of credit in the amount of $634, in
order to satisfy the requirements of the lease agreement entered into by the Company for office
space for the benefit of one of its affiliates.
Corporates has satisfied collateral requirements with one clearing organization at September 30,
2016 by depositing one letter of credit in the amount of $25,000. No amounts have been paid
under this arrangement. This is a revolving letter of credit that matures quarterly, which
Corporates will continue to renew.
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On February 1, 2016, the Company entered into a $5,000 revolving subordinated loan
agreement with its affiliate First Brokers Securities LLC (“FB”). Under the agreement the
Company has agreed to loan funds to FB on a revolving basis during the term of the agreement.
Interest charges associated with the loan is 5.5 percent. As of September 30, 2016, FB had not
drawn down on the on loan. The loan agreement matures on January 31, 2017. Additionally the
Company has taken the appropriate capital charge for this loan in its computation of liquid
capital.
The Group has access to a $200,000 committed daily revolving credit facility available to satisfy
collateral requirements with a clearing organization. As of September 30, 2016, the Group had
drawn down $25,000 on the credit facility. The credit facility matures on March 31, 2018.
Legal proceedings
The highly regulated nature of the Group’s business means that from time to time it is subject to
regulatory enquiries and investigations.
Such matters are inherently subject to many uncertainties and the Group cannot predict their
outcomes. Management believes that there are no issues which are currently expected to have
a material adverse impact on the Group’s financial condition. However, the Group can provide
no assurance that such actions will not be material to our operating results and cash flows,
depending in part upon operating results and cash flows for a particular period.
The Group is involved in litigation arising in the ordinary course of its business, including, but not
limited to litigation and claims relating to employment. Management believes, based upon
consultation with outside legal counsel, that the outcome of these matters will not have a
material adverse effect on the Group’s financial condition. However, the Group can provide no
assurance that such actions will not be material to our operating results and cash flows,
depending in part upon operating results and cash flows for a particular period.
9.

Netting of Financial Assets and Financial Liabilities
The Group adopted the guidance in ASU 2011-11, Balance Sheet (Topic 210) “Disclosures
about Offsetting Assets and Liabilities” and ASU 2013-01, Balance Sheet (Topic 210): “Clarifying
the Scope of Disclosures about Offsetting Assets and Liabilities” for periods beginning after
January 1, 2013. This guidance requires the Group to disclose both gross and net information
about financial instruments and transactions eligible for offset in the Unaudited Consolidated
Statement of Financial Condition and financial instruments and transactions subject to an
agreement similar to a master netting arrangement. Financial instruments and transactions
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would include derivatives, sale and repurchase agreements, reverse sale and repurchase
agreements, and securities borrowing and securities lending arrangements.
The Group presents securities borrowed and securities loaned on a gross basis in the Unaudited
Consolidated Statement of Financial Condition.
The following tables present the netting of financials assets and liabilities as of September 30,
2016, pursuant to the requirements of ASU 2011-11 and ASU 2013-01.
Offsetting of Financial Assets:
Gross Amounts Not Offset in the
Statement of Financial Condition

Securities borrowed
Securities purchased under
agreements to resell
Total

Gross
Amounts of
Recognized
Assets
$ 1,098,608

Gross
Amounts
Offset in the
Statement of
Financial
Condition
$
-

$ 1,098,608

$

Net Amounts
of Assets
Presented in
the
Statement of
Financial
Market Value
Condition
$ 1,098,608 $ (1,072,838)

-

-

-

$ 1,098,608

Cash
Collateral
Received
$

-

$

-

$ (1,072,838)

Net Amount
$
25,770

-

$

25,770

Offsetting of Financial Liabilities:
Gross Amounts Not Offset in
the Statement of Financial
Condition

Securities loaned
Securities sold under
agreements to repurchase
Total

Gross
Amounts of
Recognized
Liabilities
$ 1,099,803

Gross
Amounts
Offset in the
Statement of
Financial
Condition
$
-

13,000
$

1,112,803

Net Amounts
of Liabilities
Presented in
the Statement
of Financial
Condition
$ 1,099,803

$

-

11

$

Market Value
$ (1,072,594)

13,000

(12,938)

1,112,803

$ (1,085,532)

Cash
Collateral
Pledged
$

-

$

-

Net Amount
$
27,209

-

62
$

27,271
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The table below presents the gross carrying value of Securities loaned and Securities sold under
agreements to repurchase by class as of September 30, 2016.

10.

Securities Loaned
Equity securities
Corporate debt

Gross carrying
value
$
493,479
579,115
$ 1,072,594

Securities sold under agreements to repurchase
U.S. government and agency securities

Gross carrying
value
$
12,938
$
12,938

Regulatory Capital Requirements
The Company is subject to Regulation 402.2 of the Department of the Treasury, which requires
the maintenance of minimum liquid capital, as defined.
The Company had liquid capital of approximately $103,418 at September 30, 2016, which was
approximately $101,103 in excess of the minimum liquid capital requirement of $2,315. The
Company’s ratio of liquid capital to total haircuts was approximately 54 to 1.
Corporates is subject to SEC Rule 15c3-3 and maintain “Special Accounts for Exclusive Benefit
of Customers” (see Note 5).
Corporates is registered with the SEC and is subject to the Uniform Net Capital requirements
under Rule 15c3-1, and, accordingly must maintain minimum net capital (as defined). This rule
allows for a flow-through benefit from subsidiaries equal to net capital and net liquid capital in
excess of the capital requirements of the subsidiaries. Corporates is subject to the uniform net
capital requirements under Rule 15c3-1 and Corporates is also subject to the Minimum Financial
Requirements Rule pursuant to Regulation 1.17 of the Act. The net capital and minimum net
capital required of Corporates at September 30, 2016 are set forth below:
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Group members

120% of
Minimum
Net Capital
Requirement

Net Capital

ICAP Corporates LLC
Total

$
$

50,480
50,480

$
$

1,496
1,496

Excess
Net
Capital
$ 48,984
$ 48,984

The following summarizes the assets and liabilities of subsidiaries Unaudited Consolidated in the
accompanying Unaudited Consolidated Financial Statements, but not Unaudited Consolidated in
the Company’s corresponding unaudited Form G-405 part II filed as of September 30, 2016:
ICAP
Corporates
LLC
Assets
Liabilities
Net

11.

LinkBrokers
Derivatives
LLC

Total

$ 1,429,209
1,319,124

$

733
-

$ 1,429,942
1,319,124

$

$

733

$

110,085

110,818

Employee Benefits
The Group participates in a trustee profit sharing plan (the “Plan”) covering substantially all of its
employees, under which contributions are made at the discretion of management. Each member
of the Group pays its respective portion of the administrative expenses. The Plan includes a
401(k) provision whereby all employees are allowed to contribute a portion of their earnings. On
a discretionary basis, the Group matches a portion of employee contributions.

12.

Stock Option Plans
Corporates accounts for stock options under Financial Accounting Standards Board ASC 718,
Compensation - Stock Compensation, ("ASC 718").
The tax benefits associated with stock-option exercises are recognized by the Group and
reflected in Unaudited Consolidated Member’s equity.
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13.

Fair Value Measurements
ASC 820 defines fair value as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measure date.
Various valuation inputs are used to determine the fair value of assets or liabilities. Such inputs
are defined broadly as follows:
Level 1 – Quoted prices in active markets for identical assets or liabilities that the reporting entity
has the ability to access at the measurement date.
Level 2 – Other significant observable inputs (including quoted prices for similar securities,
interest rates, etc.) for the asset or liability.
Level 3 – Significant unobservable inputs (including management’s own assumptions in
determining fair value) for the asset or liability.
The Group did not have any assets or liabilities classified as Level 3 at September 30, 2016.
Estimated Fair Value of Financial Instruments Measured at Fair Value
The Group’s cash and cash equivalents typically include short-term highly liquid money market
mutual funds which are quoted through over the counter markets and therefore considered Level
1 assets. At September 30, 2016 the Group’s cash and cash equivalents are comprised of
$110,400 cash held in demand deposit accounts.
The Group’s securities owned, typically shares of common stock and high grade bonds, which
are measured based on quoted market prices and therefore are considered Level 1 assets.
The Group’s securities sold, but not yet purchased, typically shares of common stock and high
grade bonds which are measured based on quoted market prices and therefore considered
Level 1 assets.
ASU 2010-6 “Improving Disclosures about Fair Value Measurements” (“ASU”) requires the
following disclosures: (1) significant transfers in and out of Levels 1 and 2 and the reasons that
such transfers were made; and (2) additional disclosures in the reconciliation of Level 3 activity,
including information on a gross basis for purchases, sales issuances and settlements. For the
period ended September 30, 2016 the Group did not have any transfers between Levels.
Estimated Fair Value of Financial Instruments Not Measured at Fair Value
The Group estimates that the fair value of its remaining financial instruments recognized on the
Unaudited Consolidated Statement of Financial Condition approximate their carrying value,
because they have limited counterparty credit risk and are short-term, replaceable on demand,
or bear interest at market rates.
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The table below presents the carrying value and fair value of the Group’s financial instruments
which are not carried at fair value. In addition, the table excludes the values of non-financial
assets and liabilities.

Assets:
Level 1
Deposits with clearing organizations
$
6,256
Securities owned, at estimated fair value
Securities borrowed
Receivable from broker dealers and
clearing organizations
Receivable from customers
Securities purchased under agreements
to resell
Commissions receivable
Total
$
6,256

Liabilities:
Securities loaned
$
Securities sold, but not yet purchased at
estimated fair value
Payable to broker dealers and clearing
organizations
Securities sold under agreements to
repurchase
Payable to customers
Total
$

14.

-

1,098,608

-

Total
33,320
6,256
1,098,608

325,595
163,629

-

325,595
163,629

27,778
$ 1,648,930

$

-

27,778
$ 1,655,186

$ 1,099,803

$

-

$ 1,099,803

$

Level 2
33,320

Level 3
$

-

$

6,256

6,256

-

140,184

-

140,184

6,256

13,000
301,863
$ 1,554,850

-

13,000
301,863
$ 1,561,106

$

Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk
If transactions do not settle because of failure by either counterparty to perform, the Group may,
under certain circumstances, be required to discharge the obligation of the non-performing party.
As a result of acquiring a position as discussed under Note 1 herein, the Group may incur a gain
or a loss if the market value of the security at the time of discharge is different from the value of
the original transaction.
Corporates has loaned to brokers and dealers, securities owned by other brokers and dealers
having a market value of $1,072,594 and received cash or other collateral with a value of
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$1,099,803 which is recorded in the Group’s Unaudited Consolidated Statement of Financial
Condition at September 30, 2016. If a borrowing broker or dealer does not return a security, the
subsidiary may be obligated to purchase the security in order to return it to the owner. In such
circumstances, the subsidiary may incur a loss equal to the amount by which the market value of
the security on the date of non-performance exceeds the value of the loan or the collateral from
the broker or dealer. In addition, Corporates has borrowed from other brokers and dealers and
financial institutions, securities having a market value of $1,072,838 and has given cash or other
collateral with a value of $1,098,608, which is recorded in the Group’s Unaudited Consolidated
Statement of Financial Condition at September 30, 2016. In the event a lender does not return
the collateral, the subsidiary may be subject to a loss equal to the amount by which the collateral
exceeded the market value of the security borrowed.
Securities purchased under agreements to resell and securities sold under agreements to
repurchase are carried at their contract value. It is the policy of the Group to take possession of
all underlying assets purchased under resale agreements. The market value of these underlying
securities is reviewed to ensure that the amounts loaned are adequately collateralized.
The contractual amount of purchase and sale transactions for the Group at September 30, 2016
was $11,183,783 for both purchases and sales which have not yet reached settlement date.
Substantially all of these transactions have settled within a short period of time subsequently
after the Group’s fiscal year end.
Pursuant to the terms of the clearing agreements between the Group and its clearing brokers,
the clearing brokers have the right to charge the Group for losses that result from a
counterparty’s failure to fulfill its contractual obligations. At September 30, 2016 the Company
has recorded no liability. As the right to charge the Group has no maximum amount and applied
to all trades executed through the clearing broker, the Group believes there is no maximum
amount assignable to this right.
In the normal course of its operations, the Group enters into contracts that contain a variety of
representations and warranties and which provide general indemnifications. The Group’s
maximum exposure under these arrangements is unknown, as this would involve future claims
that may be made against the Group that have not yet occurred. However, based on experience,
the Group believes the risk of loss is remote.
15.

Transactions with Affiliates
The Group entered into an agreement with an indirect wholly owned subsidiary of ICAP plc,
whereby the subsidiary provides them with shared occupancy and administrative services
(including finance, human resources, operations, legal and electronic data processing functions).
At September 30, 2016, and advance payment of $12,581 was paid to affiliate under this
agreement and therefore is reflected in receivable from affiliates in the Unaudited Consolidated
Statement of Financial Condition.
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The Group has receivables and payables from affiliates of $2,342 and $1,663 respectively,
relating to commission revenue and expense.
Additionally the Group has a payable of $11,701 to its UK affiliate ICAP Management Services
Ltd for shared administrative expenses incurred by the affiliate on behalf of the Group.
In addition, certain members of the Group provide clearing services for foreign and domestic
affiliates.
The Group has an income tax receivable $3,311 due from an affiliate.
Amounts receivable from and payable to affiliate are non-interest bearing and are due on
demand.
16.

Subsequent Events
The Group has performed an evaluation of subsequent events through November 03, 2016.
There have been no subsequent events that occurred during this period that would require
recognition in the Statement of Financial Condition or disclosure as of September 30, 2016
or for the period then ended.

17

