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William Blair & Company, L.L.C. 

Consolidated Statement of Financial Condition 
(unaudited) 

As of June 30, 2019 
(in thousands) 

 
Assets   
Cash and cash equivalents  $176,160 
Cash segregated under federal regulations and restricted cash  2,012 
Collateralized agreements:   
    Securities borrowed 1,998  
    Securities purchased under agreements to resell 1,955  
  3,953 
Receivables:   
    Customers, net  8,641  
    Brokers, dealers, and clearing organizations 38,701  
    Affiliates 4,822  
    Other 31,161  
  83,324 
Deposits with clearing organizations  13,747 
Trading securities owned, at fair value  12,877 
Investments  12,548 
Secured demand notes  (collateral market value of $13,309)  13,075 
Fixed assets, at cost (net of accumulated depreciation and amortization of $112,764)  16,461 
Operating right-of-use asset  16,010 
Other assets  25,819 
Total assets  $375,986 
   
Liabilities and Member’s capital   
Operating lease liability   16,819 
Payable to Member  142 
Payables:   
    Partners of the Member 13,309  
    Brokers, dealers, and clearing organizations 1,920  
    Other payables 21,094  
  36,324 
Trading securities sold, not yet purchased at fair value  5,570 
Accrued compensation  65,861 
Accrued expenses  19,005 
  143,721 
   
Subordinated borrowings  13,075 
Total liabilities  $156,796 
   
Accumulated other comprehensive income  (4,963) 
Member’s capital  224,154 
  219,190 
   
Total liabilities and Member’s capital  $375,986 
See accompanying notes. 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

1. Organization and Nature of Operations 

The Consolidated Statement of Financial Condition includes the accounts of William Blair & Company, 
L.L.C. (WBC), a Delaware Limited Liability Company and its wholly owned subsidiary, William Blair 
International, Limited (WBIL) (collectively, the Company). William Blair & Company, L.L.C. is a wholly 
owned subsidiary of WBC Holdings, L.P. (the Member). The Company is based in Chicago and has office 
locations in 12 cities. All intercompany balances and transactions have been eliminated in consolidation.  

WBC is a registered securities broker-dealer under the Securities Exchange Act of 1934, a registered 
investment advisor under the Investment Advisers Act of 1940, and a member of the Financial Industry 
Regulatory Authority (FINRA). WBC is a global boutique with expertise in investment banking and private 
wealth management. In addition, WBC provides execution and clearance services as well as equity 
research and related services to financial institutions, corporations, institutional investors, and securities 
dealers. WBC clears its retail brokerage business on a fully disclosed basis through National Financial 
Services (NFS). WBC is a market maker in listed and NASDAQ securities.  

WBIL is registered with the UK Financial Conduct Authority (FCA) and Prudential Regulation Authority 
(PRA) and is a United Kingdom limited company with branches in the Netherlands and Germany, and two 
subsidiaries, one in Switzerland, William Blair Investment Services (Zurich) GmbH, and the second in 
China, Wo Bai Business Consulting (Shanghai) Co. Ltd (Wo Bai). 

The principal activities of the WBIL are comprised of institutional sales and trading, investment banking 
and investment management throughout the United Kingdom and countries that make up the European 
Economic Area. The institutional sales activity is focused on selling proprietary research generated by 
WBC. The investment banking activity is focused on mergers and acquisitions advisory services, and the 
investment management activity is focused on the management of investment portfolios for institutional 
clients.  

2. Significant Accounting Policies 

2.1 Use of Estimates 

The preparation of Consolidated Statement of Financial Condition in conformity with U.S. generally 
accepted accounting principles requires management to make estimates and assumptions that affect the 
amounts reported in the Consolidated Statement of Financial Condition and accompanying notes. 
Management believes that the estimates utilized in preparing its Consolidated Statement of Financial 
Condition are reasonable and prudent. Actual results could differ from those estimates.  

2.2 Securities Transactions  

Proprietary securities transactions are recorded on trade date. Customers’ securities transactions are 
recorded on a settlement date basis.  

Receivables from brokers, dealers and clearing organizations include receivables arising from unsettled 
securities transactions, receivables from clearing organizations, and amounts receivable for securities not 
delivered to the purchaser by the settlement date ("securities failed to deliver").  
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

2. Significant Accounting Policies (continued) 

2.2 Securities Transactions (continued) 

Payables to brokers, dealers and clearing organizations include payables arising from unsettled securities 
transactions, payables to clearing organizations and amounts payable for securities not received from a 
seller by the settlement date ("securities failed to receive"). Unsettled securities transactions related to 
the Company's broker dealer operations are recorded at contract value on a net basis.  

2.3 Collaborative Arrangements 

The Company has a collaborative agreement with Business Development Asia LLC (BDA), an affiliated 
entity of the Member, to participate in joint operating activities, including investment banking 
engagements with third parties. 

2.4 Cash and Cash Equivalents 

The Company considers highly liquid investments that are purchased with a maturity of three months or 
less to be cash equivalents. Money market mutual fund investments of $40 million are included in cash 
and cash equivalents and are valued at reported net asset value. In the normal course of business, the 
Company maintains balances in excess of Federal Deposit Insurance Corporation (FDIC) limits. 

2.5 Restricted Cash and Cash Segregated Under Federal Regulations 

At June 30, 2019, cash of $0.4 million is segregated under federal regulations for the benefit of customers 
in accordance with SEC Rule 15c3-3 under the Securities Exchange Act of 1934, as amended (the 
"Exchange Act"). 

As part of the Company’s lease arrangement for its European offices, the Company is required to maintain 
a restricted cash account with a financial institution. As of June 30, 2019, the balance in the restricted cash 
account is $1.6 million. 

2.6 Receivables from Customers 

Included in receivables from customers are $1.0 million of receivables related to securities failed to 
deliver and $7.6 million of receivables for investment banking, asset management, and research fees.  

2.7 Other Assets 

Other assets include prepaid expenses and WBC owned key person life insurance with an aggregate cash 
surrender value of $10.5 million as of June 30, 2019. 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

2. Significant Accounting Policies (continued) 

2.8 Fair Value Measurements 

Financial instruments are generally recorded at fair value. The Company uses third-party pricing sources 
combined with internal pricing procedures to determine fair value for all equity and debt securities. The 
fair value of domestic equity securities is the market price obtained from a national securities exchanges 
or the sale price in the over-the-counter markets or, if applicable, the official closing price or, in the 
absence of a sale on the date of valuation, at the latest bid price for securities owned and the latest ask 
price for securities sold not yet purchased. 

Long-term, fixed-income securities are valued based on market quotations by independent pricing 
services that use prices provided by market makers or matrices that produce estimates of fair market 
values obtained from yield data relating to instruments or securities with similar characteristics or future 
contractual sale transactions. 

Investments primarily include equities that use valuation methods described above and other funds that 
are valued at the underlying funds’ reported net asset value on the date of valuation. Investments may 
also include securities for which a market price is not available, or the value of which is affected by a 
significant valuation event. Fair value for these investments is determined in good faith by management. 

ASC Topic 820-10, Fair Value Measurement, establishes a fair value hierarchy that prioritizes inputs used 
in determining the fair value of financial instruments. The degree of judgment utilized in measuring fair 
value generally correlates to the level of pricing observability. Fair value is the price that would be 
received to sell an asset or paid to transfer a liability in the principal market, or in the absence of a 
principal market, the most advantageous market. Financial instruments are classified in their entirety 
based on the lowest level of input that is significant to the fair value measurement. These inputs are 
summarized in the three broad levels below: 

Level 1: Valuations are based on quoted prices (unadjusted) in active markets for identical assets or 
liabilities. The types of assets and liabilities that are categorized by the Company as Level 1 generally 
include money market mutual funds, mutual funds, and exchange-traded equity securities. 

Level 2: Valuations are based on quoted prices for identical or similar instruments in less than active 
markets and valuation techniques for which significant assumptions are observable, either directly or 
indirectly. The types of assets and liabilities that are categorized by the Company as Level 2 generally 
include non-exchange-traded equities, U.S. government and government agency securities, most 
corporate obligations, securities borrowed, and securities purchased under agreement to resell. 

Level 3: Valuations are based on valuation techniques whereby significant assumptions and inputs are 
unobservable and reflect the Company’s best estimate of assumptions it believes market participants 
would use in pricing the asset or liability. The types of assets and liabilities that are categorized by the 
Company as Level 3 would generally include certain restricted securities, securities with inactive markets, 
subordinated borrowings, and forgivable loans. 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

2. Significant Accounting Policies (continued) 

2.8 Fair Value Measurements (continued) 

The inputs or methodologies used for valuing securities are not necessarily an indication of the risk 
associated with investing in those securities. Transfers between fair value classifications occur when 
there are changes in pricing observability levels. Transfers of financial instruments among levels are 
deemed to occur at the beginning of the period. 

2.9 Collateralized Securities Transactions 

Transactions involving securities purchased under agreements to resell (reverse repurchase agreements) 
are accounted for as collateralized financings and are recorded at the amount of the contract plus accrued 
interest, which approximates fair value. The Company’s policy is to obtain possession of the reverse 
repurchase agreements collateral and to monitor the value daily. As of June 30, 2019, the Company had 
$2.0 million in reverse repurchase agreements collateralized by $2.2 million of U.S. Treasury Securities, 
respectively. The Company’s reverse repurchase agreements are open ended. These securities primarily 
cover short sales of U.S. Treasury Securities in proprietary trading accounts. 

Securities borrowed, collateralized by cash, are treated as collateralized financing transactions and are 
recorded at the amount of cash collateral advanced. The Company monitors the market value of securities 
borrowed on a daily basis, with collateral refunded or collected as necessary. Counterparties are 
principally other brokers and dealers and financial institutions. As of June 30, 2019, the Company has 
received securities with a market value of $1.9 million related to the $2.0 million of securities borrowed 
transactions. These securities have been either pledged or otherwise transferred to others in connection 
with the Company’s financing activities or to satisfy its commitments under proprietary sales. The 
Company has the right to sell or re-pledge securities it receives under its securities borrowed transactions.  

2.10 Fixed Assets 

Fixed assets consist of furniture and fixtures, equipment and network, software, and leasehold 
improvements. Leasehold improvements are amortized on a straight-line basis over the lesser of the lease 
term or the useful life. Software purchased, office furnishings and equipment are amortized on a straight-
line basis.  

 Leasehold improvements – shorter of lease term or useful life 
 Furniture and fixtures     – 7 years 
 Equipment and network – 5 years 
 Software – 3 years 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

2. Significant Accounting Policies (continued) 

2.11 Foreign Currency Translation 

The Company revalues assets and liabilities denominated in non-U.S. currencies into U.S. dollars at the 
end of each month using applicable exchange rates. Transactions in individual foreign operations 
denominated in foreign currencies are translated into their functional currencies at the rates prevailing 
at the dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are 
translated into their respective functional currencies at the exchange rates prevailing at the Statement of 
Financial Condition date.  

Upon consolidation, the results of foreign operations are translated into the presentation currency of the 
Company at the average exchange rates for the period. Assets and liabilities are translated at the exchange 
rate at the Consolidated Statement of Financial Condition date. Exchange differences arising on 
retranslation of assets and liabilities are recognized on a cumulative basis directly in a separate 
component of equity classified as ‘cumulative translation adjustment’ which is a component of 
accumulated other comprehensive income.  

2.12 Credit Risk, Financing Risk, and Market Risk 

Credit risk represents the potential financial loss that the Company would incur if a counterparty fails to 
meet its contractual obligation. The Company is engaged in various trading and brokerage activities with 
broker-dealers, banks, and other financial institutions. The risk of default depends on the 
creditworthiness of the counterparty or issuer of the instrument.  It is the Company's policy to periodically 
review, as necessary, the credit standing of each counterparty. 

The Company finances a significant portion of its securities transactions.   Financing risks include the 
exposure the Company has to margin requirements in place with clearing brokers and counterparties, and 
the risk that ongoing financing arrangements may not be available in the future at rates which are 
desirable to the Company.  Changes in margin requirements, including the related changes in fair value of 
investments, may result in the Company having to pledge additional margin or to sell securities to meet 
required margin.  These activities may take place when market conditions are not optimal and may result 
in a realized loss on securities transactions and additional margin requirements with clearing brokers and 
counterparties.  

Market risk is the risk that changes in the level of volatility of market prices, which include but are not 
limited to, interest rates, exchange rates and equity prices will have an adverse effect on income or capital 
resources of the Company. The Company's trading activities are subject to market risk.  

Foreign currency risk is the risk arising from the exposure to changes in foreign exchange rates. The 
Company is exposed to the risk that currency movements can affect the revenue of the Company, and the 
value of the assets or liabilities.   
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

2. Significant Accounting Policies (continued) 

2.12 Credit Risk, Financing Risk, and Market Risk (continued) 

A majority of revenue is collected in U.S. Dollars.  Over time more of the Company’s revenue from foreign 
operations is expected to be Pound Sterling and Euro denominated. The Company seeks to mitigate the 
currency risk by calculating in U.S. Dollars, and paying commission based on the revenue generated in U.S. 
Dollar for all foreign operations. 

Furthermore, the Company seeks to mitigate market, credit, and financing risks by utilizing a number of 
internal control measures.  

2.13 Accrued Compensation 

Included in accrued compensation on the consolidated statement of financial condition, are amounts 
related to discretionary and non-discretionary liabilities as estimated by the Company. The discretionary 
portion forms the majority of the balance.  

2.14 Recently Issued and Adopted Accounting Standards 

In February 2016, the Financial Accounting Standards Board ("FASB") issued Accounting Standards 
Update ("ASU") No. 2016-02, "Leases (Topic 842)"("ASU 2016-02"). ASU 2016-02 requires lessees to 
recognize a Right-of-Use (ROU) lease asset and lease liability on the Consolidated Statement of Financial 
Condition for all leases with a term longer than 12 months and disclose key information about leasing 
arrangements.  

The Company adopted ASU 2016-02 as of January 1, 2019 using the modified retrospective approach and 
applied the package of practical expedients in transitioning to the new guidance. Electing the package of 
practical expedients allowed the Company to not reassess: (i) whether any expired or existing contracts, 
for office space and certain office equipment, are or contain leases, (ii) lease classification for any expired 
or existing leases and (iii) initial direct costs for any expired or existing leases. Also, the Company has 
elected the practical expedient to not separate lease components from non-lease components.  

Upon adoption, the Company recognized ROU lease assets of approximately $16.9 million and lease 
liabilities of approximately $18.2 million. The difference between the ROU lease assets and the lease 
liabilities is due to lease incentives.  

3. Income Taxes 

The Company and the Member are pass-through entities for federal and state income tax purposes. As 
such, no federal or state income taxes have been incurred on profits because the partners of the Member 
are individually liable for the taxes on their share of the Member’s income or loss.  

The Company is subject to taxes in various jurisdictions; however, these taxes are on the entity and are 
not otherwise creditable at the partner level.  
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

3. Income Taxes (continued) 

WBIL is subject to UK, German, Chinese, Dutch, and Swiss income taxes. Foreign income taxes paid are 
allocated to the partners of the Member and are available as foreign tax credits.  

Management has analyzed the Company’s uncertain tax positions with respect to all applicable income 
tax issues for all open tax years and concluded that no provision for uncertain tax positions is needed.  

The Company believes that it is no longer subject to any U.S. federal or state income tax examination for 
the years prior to 2015 and any UK, German, and Swiss tax examinations for the years prior to 2015. 

4. Deposits with Clearing Organizations 

At June 30, 2019, cash of $13.7 million was deposited as collateral to secure deposit requirements at 
various clearing corporations. 

5. Fair Value of Financial Instruments 

The Company uses the fair value hierarchy for determining and disclosing the fair value of financial 
instruments by valuation technique (as described in note 2.8). The hierarchy distinguishes the 
significance of the inputs used in determining the fair value measurements of the various instruments.  

The following table represents the fair value of financial instruments shown by level as of June 30, 2019 
(in thousands): 

 

 

 

 Level 1 Level 2 Level 3 Total
Assets 
Cash Equivalents $40,000 $40,000
Trading securities: 
    Corporate debt 61 61

Equity securities 12,816 12,816
Affiliated mutual funds and other equity 
securities   10,915 1,633 12,548
Total assets $63,730 $61 $1,633 $65,425

 
Liabilities 
Trading securities sold, not yet purchased: 
   Equity securities 3,377 $ 3,377
   U.S. Government 2,194 2,194
Total liabilities $3,377 $2,194 $ $5,570
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

5. Fair Value of Financial Instruments (continued) 

The following table represents the Level 3 roll forward as of June 30, 2019 (in thousands): 

 
Mutual funds and other equity 

securities Total 

Balance as of December 31, 2018 
 

$1,378   $1,378 
   
Purchases (Sales) 255 255 
Transfers in/(out)      -      - 
Realized Gains - - 
Unrealized Gains - - 
Balance as of June 30, 2019  $1,633 $1,633 

  

Certain financial instruments are not carried at fair value, but their fair value is required to be disclosed. 
The following is a summary of the carrying amounts and estimated fair values of these financial 
instruments at June 30, 2019 (in thousands): 

Financial Instrument Carrying Value  Fair Value  
Securities Borrowed $1,998 $1,998  
Reverse Repurchase Agreements 1,955  1,955  
Subordinated Borrowings 13,075  13,075  
Forgivable Loans  5,206  4,130  

 $22,234  $21,198  

 

Financial instruments, such as securities purchased under agreements to resell and securities borrowed, 
are repriced frequently or bear market interest rates and, accordingly, are carried at contractual amounts 
approximating fair value. 

The carrying amount of subordinated borrowings and secured demand notes closely approximates fair 
value based upon market rates of interest available to the Company at June 30, 2019. 

The fair value of the forgivable loans is determined using a cash flow model that projects future cash flows 
based upon contractual obligations, to which the Company then applies an appropriate discount rate. The 
discount rate approximates the current market interest rate of the forgivable loans, which is an 
unobservable input. 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

6. Other Receivables 

Other receivables include mutual fund fees, reimbursable expenses, and loans made to employees. The 
loans are generally between 3 and 8 years. Other receivables include the following (in thousands): 

Forgivable loans  $5,206
Reimbursable expenses  11,623
Fees receivable 1,926
Other  12,406

Total  $31,161
 

7. Secured Demand Notes and Subordinated Borrowings 

At June 30, 2019, the Company had subordinated borrowings of $13.1 million. Subordinated borrowings 
represent notes payable to current partners of the Member. The partners of the Member contributed 
secured demand notes payable of $13.1 million to the Company at the time of the issuance of the 
subordinated borrowings. These secured demand notes are collateralized by cash of $13.3 million 
included in payable to Partners of the Member on the Consolidated Statement of Financial condition. The 
Company pays an interest rate of 4.0% on its subordinated borrowings. The secured demand note 
agreements carry an initial two-year term. Collateral is returned to the lender after FINRA approves the 
termination or prepayment of the note.  

The Company has communicated to holders that all currently outstanding subordinated borrowings will 
be retired as the current terms expire.  FINRA has approved the remaining borrowings to be retired on 
February 28, 2020. 

8. Fixed Assets 

The following is a summary of fixed assets as of June 30, 2019 (in thousands): 

Furniture and equipment $27,766 
Leasehold improvements   56,643 
Software 44,815 
 129,224 
Less accumulated depreciation and amortization (112,764) 
 $16,461 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

9. Secured Financing Agreements 

Substantially all of the Company’s reverse repurchase agreements and securities borrowing activity are 
transacted under master agreements that may allow for offsetting of all contracts with a given 
counterparty in the event of default by one of the parties.  However, the Company does not transact in 
repurchase agreements or securities lending and therefore has no amounts with a potential right of offset 
in the event of default. There were no open derivative contracts as of June 30, 2019. 

(in thousands)      

Description 

Gross 
amounts of 
recognized 

assets 

Gross 
Amounts 

offset in the 
Consolidated 
Statement of 

Financial 
Condition 

Net Amounts of 
assets 

presented in 
the 

Consolidated 
Statement of 

Financial 
Condition 

Gross Amounts Not 
Offset in the 

Consolidated Statement 
of Financial Condition 

Net 
Amount 

Securities 
Collateral 

Cash 
Collateral 
Received 

Securities borrowed $1,998 $ - $1,998 $(1,935) $- $63 
Securities purchased under 
agreements to resell 1,955 - 1,955 (2,194) - $- 
    Total $3,953 $ - $3,953 $(4,129) $- $63 

 

10. Commitments and Contingent Liabilities 

The contract amounts of open contractual commitments of fixed income securities reflect the Company’s 
extent of involvement in a delayed delivery and do not represent the risk of loss due to counterparty 
nonperformance. Settlement of these transactions is not expected to have a material effect upon the 
Company’s consolidated financial position.  

In the normal course of business, the Company enters into underwriting commitments. However there 
were no transactions relating to such underwriting commitments that were open at June 30, 2019.  

The Company is a party to lawsuits, regulatory inquires and proceedings incidental to its securities, 
investment and underwriting businesses. In the opinion of management, after consultation with outside 
legal counsel, there is a remote chance that the ultimate resolution of such litigation will have a material 
adverse effect on the Company’s consolidated financial position. The Company recognizes liabilities for 
such contingencies when management determines that a loss is probable and reasonably estimable.  
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

10. Commitments and Contingent Liabilities (continued) 

10.1 Leases 

The Company’s non-cancellable lease agreements covering office space and certain office equipment 
require annual lease payments through the year 2026.  

Aggregate minimum lease commitments on an undiscounted basis for the Company’s operating leases 
(including short-term leases) as of June 30, 2019 are as follows: 

 

 

 

 

 

 

The Company determines if an arrangement is an operating lease at inception. Leases with an initial term 
of 12 months or less are not recorded on the Consolidated Statement of Financial Condition. All other 
operating leases are recorded on the Consolidated Statement of Financial Condition with operating right-
of-use assets representing the right to use the underlying asset for the lease term and lease liabilities 
representing the obligation to make lease payments arising from the lease. Operating right-of-use assets 
and lease liabilities are recognized at the commencement date based on the present value of lease 
payments over the lease term and include options to extend or terminate the lease when they are 
reasonably certain to be exercised. The operating right-of-use assets represent the operating lease 
liability, plus any lease payments made at or before the commencement date, less any lease incentives 
received. 

The weighted average remaining lease term was 2.13 years at June 30, 2019. 

The discount rate used to determine the present value of the remaining lease payments reflects the 
Company’s incremental borrowing rate, which is the rate the Company would have to pay to borrow on a 
collateralized basis over a similar term in a similar economic environment. The Company applied the 
portfolio approach in determining the discount rates for its leases. The weighted-average discount rate 
was 5.0 percent at June 30, 2019. 

 

 

 

Year Lease Payments 
 (in thousands)
Remainder of 2019                     $2,449
2020 4,424
2021 3,594
2022 1,995
2023 1,728
2024 1,749
2025 1,600
2026 876
Total minimum lease payments                  $18,415
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

10.2 Guarantees 

Pursuant to the Company’s clearing agreement with NFS, the Company indemnifies NFS against certain 
claims, damages, losses, judgments, costs, and expenses. The Company does not expect losses under this 
indemnification to be material to the Company’s financial condition or results of operations.  

The Company applies the provisions of the FASB ASC Topic 460, Guarantees, which provides accounting 
and disclosure requirements for certain guarantees. In the normal course of business, the Company 
provides guarantees to securities clearing houses. These guarantees are generally required under the 
standard membership and licensing agreements such that members are required to guarantee the 
performance of other members. To mitigate these performance risks, the clearinghouses often require 
members to post collateral (see Note 4).  

The Company’s liability under such guarantees is not quantifiable and could exceed the collateral amounts 
posted; however, the potential for the Company to be required to make payments under such guarantees 
is deemed remote.  Accordingly, no liability has been recorded. 

11. Short-Term Borrowings 

The Company, when necessary, utilizes intra-day or overnight financing available from Bank of New York 
to facilitate certain underwriting and advisory transactions. As of June 30, 2019, there were no short-term 
borrowings outstanding. 

12. Financial Instruments with Off-Balance Sheet Risk 

In the normal course of business, the Company’s activities involve the clearance, execution, settlement, 
and financing of various securities transactions. These activities may expose the Company to off-balance 
sheet risk in the event the customer or counterparty is unable to fulfill its contracted obligations, and the 
Company has to purchase or sell the financial instrument underlying the contract at a loss. 

Contractual commitments provide for the delayed delivery of securities with the seller agreeing to make 
delivery at a specified future date and price or yield. Risk arises from the potential inability of 
counterparties to perform under the terms of the contracts and from changes in market value. Trading 
securities sold, not yet purchased consist primarily of equity, corporate debt securities and U.S. 
government securities and are valued at fair value. Trading securities sold, not yet purchased obligate the 
Company to purchase the securities at a future date at then-prevailing prices, which may differ from the 
fair values reflected in the Consolidated Statement of Financial condition. Accordingly, these transactions 
result in off-balance sheet risk as the Company’s ultimate obligation to satisfy the sale of securities sold, 
not yet purchased may exceed the amount reflected in the Consolidated Statement of financial condition. 
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Notes to Consolidated Statement 
of Financial Condition  
As of June 30, 2019 

13. Variable Interest Entities 

The Company is required to consolidate all Variable Interest Entities (VIE) for which it is considered the 
primary beneficiary. The determination as to whether the Company is considered to be the primary 
beneficiary is based on whether the Company has both the power to direct the activities of the VIE that 
most significantly impact the entity’s economic performance and the obligation to absorb losses or the 
right to receive benefits of the VIE that could potentially be significant to the VIE. The Company has not 
consolidated any VIEs and substantially all assets related to such entities are included in firm owned 
investments on the Consolidated Statement of Financial Condition. Furthermore, the Company has not 
provided financial or other support to these VIEs that it was not previously contractually required to 
provide as of June 30, 2019. 

14. Related-Party Transactions 

Included in Investments is $10.9 million of investments in the William Blair SICAV products (the “Funds”) 
and various unregistered affiliated investment companies. The affiliated funds are also an investment 
option available in the 401(K) plans offered to employees. 

As of June 30, 2019, the Company recorded a payable to BDA of $4.1 million, which is included in accrued 
expenses in the consolidated statement of financial condition.  

In connection with the Shared Services Agreement, effective July 1, 2015, and amended as January 1, 2017 
(effective January 1, 2017), the Company allocates certain costs to William Blair Investment Management, 
LLC (WBIM). WBIM, a wholly owned subsidiary of the Member, is a registered investment advisor under 
the Investment Advisers Act of 1940, and provides investment advisory and related services to financial 
institutions.  

Furthermore, in exchange for broker dealer services rendered in connection with the distribution of the 
William Blair SICAV products, WBIM compensates the Company for an amount equal to amounts incurred 
by the Company in connection with retrocession or rebate payments to outside distributors of the William 
Blair SICAV products. Included in other receivables is $1.4 million related to the retrocession 
reimbursement. 

In connection with the Revenue Sharing Agreement, effective July 1, 2018, WBIM compensates WBC on 
William Blair’s advisory clients’ assets invested in the William Blair Funds, WBIM private funds and WBIM 
separate accounts.  William Blair excludes the assets invested in William Blair Funds, WBIM private funds 
and WBIM separate accounts when it calculates the investment advisory fee it charges its clients.  

In connection with the Shared Services Agreement, effective May 2018, WBIM provides Wo Bai with 
personnel. Personnel reside in Shanghai and, among other things, conduct research on companies located 
in Asia-Pacific region for the sole and exclusive use of WBIM and its affiliates.  

WBIL is compensated by WBIM through the transfer pricing agreement for services it provides in relation 
to the global investment management revenue, mainly employee time, relating to the assistance provided 
in managing global funds on behalf of WBIM. The transfer pricing methodology is intended to identify the 
revenue associated with international strategies and allocate revenue generated from those strategies to 
WBIL to compensate it for the costs it has incurred.  
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14. Related-Party Transactions (continued) 

Transactions between the Company and WBIL are eliminated on consolidation.  

The balance between the Company and WBIM is a receivable of $10.2 million and the intra-group balance 
between the Company and the Member is a payable of $5.1 million in relation to recharges in accordance 
with the Shared Services Agreement.  

An agreement is in place between the Company and the Member whereby the Member may lend cash to 
the Company for use in day-to-day operations. This loan agreement has on demand features and incurs 
interest based on 30 day LIBOR.  

15. Net Capital Requirements 

The Company is subject to the net capital rules of the SEC and FINRA. The Company computes its net 
capital requirement under the alternative method provided for in Rule 15c3-1, which requires that the 
Company maintain net capital equal to the greater of $1.0 million or 2% of aggregate debit items, as 
defined. At June 30, 2019, the Company had net capital of $163.9 million and required net capital of $1.0 
million. The Company’s ratio of net capital to aggregate debit items was 12,803%. 

Prepayment of subordinated borrowings and other equity withdrawals are subject to certain notification 
and other provisions of the SEC Uniform Net Capital Rule and the rules of certain other regulatory bodies. 

The assets of $44.4 million and the capital of $29.3 million of WBIL are included in the consolidated 
computation of the Company’s net capital because the assets of the subsidiary are readily available for the 
protection of the Company’s customers, broker-dealers, and other creditors, as permitted by Rule 15c3-
1.  

16. Subsequent Events 

The Company evaluated subsequent events through the date on which the Consolidated Statement of 
Financial Condition was available to be issued. No such events were identified.  


