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The accompanying notes are an integral
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"ANNUAL AUDITED FINANCIAL STATEM ENTS

. AND SUPPLEMENTARY SCHEDULES
- FOR THE YEAR ENDED
' DECEMBER 31, 2003



'aﬁday of m

VANotaryEgbhc W “ 3—0"

OATH OR AFFIRMATION

C’&-’Wm% oS , swear (or affirm) that, to the best of my
knowledge and belief the accompanydng financial statements and supporting schedules
pertaining to the firm of Big Ten Trading, LLC, as. of December 31, 2003, are true and correct. |
further swear (or affirm) that neither the company, nor any member, partner, proprietor, principal,
officer nor director has any proprietary mterest |n any account classified solely as that of a
customer, except as follows: :

J&E@-S%»—:b M’-Sl.gﬁéfu re

Ncg._-_._-,._.d,_._.\w Title
o 230;'\& O‘f . Date

“Subscribed and sworn to before me this

200‘_4

- This rEport** contains (check ali apphcable boxes)

{x] (a) Facing Page :

[x] (b) Statement of Financial Condition

[x] (¢) ° Statement of Income (Loss)

[x] (dy Statement of Cash Flows .

[¥]°© (e) Statement of Changes on Stockholder’'s Equity or Partners’ or Sole

: . Proprietor’s Capital

[x] (f) Statement of Changes i Liabilities Subordinated to claims of General
) . Creditors

L [x] (g) Computation of Net- Capltal for Brokers and Dealers pursuant to Rule 15¢3~1

[x] ~ (h) Computation for determlnatlon of Reserve Requlrements Pursuant to Rule

- 15¢3-3

[x] (1) Information Relatlng to the Possession or Control Requlrements for Brokers
e and Dealers Under Rule 15¢3-3

{x] (3) ApRecon01llatlon,\1ncludlng appropriate explanatlon, 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 consclidation .
[x] (1) An Oath or Affirmation.
(m} - A copy of the SIPC Supplemental Report

(n) A report descrlblng any material 1nadequac1es found to ex1st or found to have
" existed since. the date of the. previous audit
[%] (o)  Independent Auditors’ Report on Internal Accounting Control
[ {p) . Schedule of Segregation Reguirements and Funds in Segregation-Customers’

" Regulated Commodity Futures Accounts Pursuant to CFTC Rule 1.10(d)2(iv)



_ TABLE OF CONTENTS

~ OATH OR AFFIRMATION

INDEPENDENT AUDITORS' REPORT

FACING PAGE

. ANNUAL FILING

STATEMENT OF FINANCIAL CONDITION -
STATEMENT OF INCOME o

- STATEMENT OF CHANGES IN OWNERSHIP EQUITY

STATEMENT OF CHANGES IN LIABILITIES

SUBORDINATED TO CLAIMS OF GENERAL CREDITORS ‘

) STATEMENT OF CASH FLOWS

NOTES TO THE FINANCIAL STATEMENTS '
SUPPLEMENTARY INFORMATION .

COMPUTATION OF NET CAPITAL

EXEMPTIVE PROVISIQN UNDER_RULE 15¢3--3

. INDEPENDENT AUDITORS' REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED.BY THE
SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

Pége(s)

10-12

13-14

15

16-17



DIMAGGIO, VERAJA & COMPANY, LLC
Certified Public Accountants & Business Consultants

567 James Court, Glendale Heights, IL 60139-3206 ® Phone (630) 790-4269 ® Fax: (630) 942-8269

INDEPENDENT AUDITORS’ REPORT

" To the Members

Big Ten Trading, LLC
6827 Emerald Lane

- Tuscaloosa, AL 35406

We have audlted the accompanymg statement of ﬁnancral condltlon of Blg Ten Trading,
LLC (an Illinois limited liability company) as of December 31, 2003 and the related
statements of income, changes in ownership’ equity, changes in 11ab111t1es subordinated to

. claims of general creditors, and cash flows for the year then ended. These financial

statements are the responsibility of the Company’s management. Our responsrblhty is to

" express an opinion on these financial statements based on our audit.

We conducted our audit in accordance wrth U.S. generally accepted auditing standards
Those standards require that we plan and ‘perform the audit to obtain reasonable
assuranice that the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used
and srgm'ﬁcant estlmates made by management, as well as evaluating the overall financial
statement presentatlon ' We believe that our audit provrdes a reasonable basrs for our
opinion. . :

“ 1In our opinicn' the financial statements referred to above present fairly, in all material

respects, the financial condition of Big Ten Trading, LL.C as of December 31, 2003, and
the results of its operations and its cash flows for the year ended in conformity w1th U.S.
generally accepted accountmg prmcrples

Our audit was conducted for the purpose of formmg an opinion on the basic financial
statements taken as a whole.  The information contained on pages 13 through 17 is
presented for the purposes of additional analysis and is not a required part of the basic

~ financial. statements, but is supplementary information required by rule 17a-5 of the

Securities and Exchange Commission. Such information has been subjected to the
audrtlng procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relatlon to the basic financial statements
_taken ;73 whole. . o :

Glendale Eegghts Ilindis

February 25, 2003




TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report .
NAME: (if individual, state Iést, first, middle name) -

~ DIMAGGIO, VERAJA & COMPANY, LLC

| 70 .
ADDRESS o
567 James Court’ - [ 71] Glendale Heights [ 72] = IL [ 73] 60139 [ 74]
-~ Number and Street .. Ciy » State - ‘Zip Code :
* CHECK ONE
Ce_ll'tiﬁe‘d’Public Accountant , ‘
. , 'FOR SEC USE

[:] Public Accountant

DAcQogntant not resident in Unitgd‘States

I~ ~ ~
~ D o

. orany of its'possessions s

DO NOT WRITE UNDER THIS LINE...FOR SEC USE ONLY

WORK LOCATION | REPORT DATE DOC. SEQ. NO. "CARD

|_§g s [ 52 [ 5

R | SEC 1696 2 of 16
The accompanying notes are an integral : ’ - :
part of these financial statements
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FINANCIAL AND O\PERATIONAL'COMBINED UNIFORM SINGLE REPORT
PART lIA ’

BROKERORDEALER _ BIG TEN TRADING, LLC 7 N 13

100

i

. STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
: CERTAIN OTHER BROKERS OR DEALERS .

as of (MM/DD/YY) 12/31/03 - 99
SEC FILE NO. __ 8-65667 98

ASSETS . ' ", Consolidated 198
e S . , Unconsolidated o 199

. ’ . ‘ . Allowable " 'Non-Allowable". .
1. Cash ................................ .8 ) |200|A . ' ‘ $ o ‘ 750

A. Clearance account . . .. ... ... .. e - ' 441,839 [ 295 .
B.Other.............. e o : 0]300 - o 550 ' . 1810
3. Receivables from non-customers : ' 5458|355 600 447,297 | 830
4. Securities and spot commodities ’ ) .
owned, at market value: ‘ ) e '
A Exempted securities . .. ........... B ’ o 418
Debt securities . .. ............ PR R ) _
Options ...t T - © 483,000 (420} .
Other-securities . . . . .. e e o 2,451,574 | 424 N . -
. Spotcommodities . .......... o L . 2,998,855 {430/ - e : R 5,033,420 [ 850 ]
5. ‘Securities and/or other investments o . ‘ ‘ : . :
A Atcost 3 : 1301 . - : : L -
) B. Atestimatedfairvalue............... ‘ L ' | 440 - 610 ‘ 860
6.. Securities borrowed under subordinatiort agree- ' B ’ '
ments and partners’ individual and capital .
securities accounts, at market value - ‘ 460 - 630 : o ) ) 880
A. Exempted , ,' ‘ ' ' ‘ '
securites $ : [150]
~ B. Other ‘ ’ i .
- securities $ ' —[160] - ‘ . ~ '
7. Secured demandnotes:.......... e o - 470 : 640 : 890
market value of collateral: - ‘ I '
A. Exempted ‘ '
securities $ ' [170] .-
B. Other | . . )
- securities $ : [180] S
8. Memberships in exchanges:
A. Owned, at - ' . -
market $ v ' ' 190] - . , o ’ -
‘B.Owned , atcost . .......... P : o ) 50,000 [650] 50,000
C. Contributed for use of the company, - ’ ) - '
~atmarketvalue . ................ SO : - I ’ L 660 900
9. Investment in and receivables from E ‘ 4 : ‘ .
 affiliates, subsidiaries and o ‘ : '
" associated partnerships . .. ............ , _ .| 480 ' ' 670" ' -| 910
10. Property, furniture, equipment, ’ . ) ‘ ‘ ‘ '
leasehold improvements and rights
under lease agreements, at cost-net
. of accumulated depreciation . ‘ . o : _
and amortization.......... e S 490 : 680 920

11. Otherassets.......... e e . 535| 01735 0 930"
12.  TOTALASSETS - - 6,380,726 | 540 — 50,000 | 740 6,430,726 | 940

The accompanying notes are an integkal
part of these financial statements
. .5-



|

Liabilities s -+ - Liabilities ‘ © Liabilities ' . Total
13. Bank loans payable . . .............. $ - . . [1045]% ~ . [1255]% [1470]
14. Payable to brokers or dealers: , T o ‘ R ] o
A.Clearanceaccount.................... 1114] - ) 0 |1315]. 0 | 1560
- B.Other........ e e ' 01115 251,644 | 1305 251,644 | 1540
15. Payable to non-customers .. ............. o 1155 - | 1355 . ) 1610
16..Securities sold not yet purchased, . .
’ catmarketvalue:. ......... .. o oiiee 4506173]1360 ‘ 4,506,173 [1620]
17. Accounts payable, accrued liabilities; , ) o .
expenses and other -, ... .. ... e c | 1205] . I 1385] ’ | 1685 l
18. Notes and mortgages payable o D ) - :
A. Unsecured .. . .. o . e . 1210 o 1690
B.Secured:............ [P S HEFEI ~ [1390] 1700
~ 19. Liabilities-subordinated to claims- ~ o : o
of general creditors: - - . .
A. Cash borrowings: . ... ... R o ‘ ‘ ) [1400] [1710]
1. from outsiders $- [970 | :
2. Includes equlty subordination (1503 1(d))
| $ ] 980
B. Securities borrowings, at market value: - ' : ) | 1410| | 1720|
from outsiders § ' [990 ] ' : .
C: Pursuant to secured demand note S , o :
collateral agreéments: . ........ . ... ‘ ' . | 1420| I 1'730|
1. from outsiders § ' ' I 1000 | . ‘ ,
2..-Includes equity subordlnat|on (15¢c3-a(d)) .
of . 1010
D. Exchange membershlps contributed for o
use of company, at marketvalue ... ...... o ‘ o | 1430| [1740]
E. Accounts and other borrowings not: ‘ ) ) : _
qualified for net capital purposes . .. ..... - 1220 : 1440 ) 1750
20. - TOTAL LIABILITIES ............ $ ' - 0[1230]% 4,506,173 | 1450($ 4,757,817 {1760
Ownershng Equity
21. Sole propnetorshlp ........ A e e i $ 1770
22. Partnership (limited partners ........ s - [1020]) I 1,672,909 {1780
23. Corporation: - - R o ' o ‘ i
A. Preferredstock . ........... e P P B e 1791
B. Common'stock ....... e T . 1792
C. Additional paid-incapital ....................... e e e g 1793
D. Retained earnings . . .. .......... P e e PR e . 1794
ErTotal oo DR S S D i 1795
F.Less capltaI stock in treasury. . .......... S T 1796
24.  TOTALOWNERSHIPEQUITY .. ... ... ... ... ..., e $ 1,672,909 {1800]
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY e e e $ . 6,430,726 [1810

 FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT -
' PART lIA | :

‘BRoKERORbéAL'Eﬁ"  BIGTEN TRADING"LLC‘ [‘-_‘asof' 123103

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING NONCLEARING AND
' CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES"AND OWNERSHIP EQUITY

AL . Non-A.l.

The accompanying notes are an integral part
of these f'nanCIaI statements
-6-



. FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER BIG TEN TRADING LLC

For the period (MMDDYS OT/0703 39320

12737703

3933

©®OND O AW

s

Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
- REVENUE
1. ‘Commlsswns : '
“a. Commissions on transations in exchange listed eqmty secuntles executedonane $ 3935
“b. Commissions on listed option transactions. .. ...... e R 3938
c. All other securities.commissions . . ................c.cov..... P 3939
_d. Total securities commissions . . . . .. U P e 3940
2. Gains or losses on firm securities trading accounts ‘ o g
" a. From market making in options on anational securltles exchange e e . . 490,295 | 3945
b. Fromalliothertrading ... ..............: e e e e : 128,799 | 3949
c.Totalgain(loss)........... ... ..o .. e e . 619,094 | 3950.
Gains or losses on firm securities investment accounts . .......... e 3952
Profit (loss) from underwriting and selllng groups .. ... e § 3965 |
Revenue from sale of Investment company shares e e g 3970
Commodities.revenue . ... ... P i 0 {.3990
Fees for account supervision, mvestment company shares e i R : 3975
Otherrevenue ................ R T e el 216,343 | 3995
Totalrevenue .......... ... ... L R P . 835,437 | 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder ofﬂ 3 4120 |
11. Other employee compensation and benefits ... . ... ... ... ... .. o oL 4115
12. Commissions paid to other broker-dealers ...... G ST e 34,642 | 4140 |
13. Interest eXpense ;. ......... it e R ‘ 139,749 | 4075
- a. Includes interest on accounts subject to subordma Lo [4070] - , :
14. Regulatory fees and expenses .. ... .. e e EE 0] 4195
15, Other expenses . .......ovve vt vnne i . P AU 60,700 | 4100
. 16. Totalexpenses .. ............... e e e $ 235,091 | 4200
NET INCOME
17. Net income (loss) before Federal Income taxes and items below (item Olessitem16 $ - 600,346 | 4210
-18. Provision for Federal Income taxes (for parentonly)........ e e - 4220
19. Equity in earnings (losses) of uncomsolidated subsidiaries not mcluded above . . ... 4222 |
. a. After Federal income taxes.of . ... ........ e [4238]
20. Extraordinary gains (losses)))) - . . . .. P e [4224 ]
: a. After Federal income taxes of . . .............. . o [ 4239] ’
21. Cumulative effect of changes in accounting principles .. .. .. .. e I 4225
-22. Net income (loss) after Federal income taxes and extraordinary items .. ........... § - 600,346 | 4230
MONTHLY INCOME : )
23. Income (current month only).before provision for Federal income taxes and extraordi $ 22,175 [4211]



FINANCIAL AND OPERATlONAL COMBINED UNIFORM SINGLE REPORT

PART A -

BROKER OR DEALER BIG TEN TRAD’ING,. LLC

. - Balance, end of period (From item 3520).......... e L8

For the period (MMDDY 01/0’1/03. )

To/3T703

STATEMENT OF CHANGES IN OWNERSHIP EQUITY

- (SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)) .

4240

: Balance, begmmngofpenod.:.>....'.....>..... ...... DR ..... $ 0
A. Netincome (loss)........... PSP R A T, 600,346 | 4250°
. B. Additions (Includes non-conforming capltal of....... . % : 4262 |) 1,946,688 | 4260
. C. Deductions (Includes non-conforming capitalof . . ... .. . 4272 ]). (874,125)] 4270 |
. Balance, end of period (From item 1800) . . .. . . e - SRR o .8 1,672,909 | 4290
'STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS:
. Balance, beglnnmgofperlod...' ............ e $ - 4300
A.lncreases . ................... e _ 4310
B.Decreases............ T R PR RS I o 4320

The accompanying notes are an integral
part of these financial statements
8
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BIG TEN TRADING, LLC.
STATEMENT OF CASH FLOWS

" FOR THE YEAR ENDED DECEMBER 31, 2003

CASH PROVIDED BY OPERATING ACTIVITIES

Net Income : S
Adjustments to reconcile net income to net cash
provided by operating activities
(Increase)/decrease in assets
Receivable from brokers or dealers
Receivables from non- customers
Debt securities :
Options .
Other Securities * ‘
Increase/(decrease) in liabilities
~ Payable to brokers or dealers,
" Securities sold not yet purchased

CASH APPLIED TO INVESTING ACTIVITIES

Investment in broker dealer
CASH APPLIED/PROVIDED TO. FINANCING ACTIVITIES
Member contributions ‘
Member distributions
~ NET DECREASE IN CASH -

‘CASH AT BEGINNING OF PERIOD

CASH_ AT END OF PERIOD

The accompanying notes are an integral
part of these financial statements

-0-

°$ 600,346

© (441,839)
" (5,458)
(483,000)
(2,451,574)
(2,998,855)

251,644 -

4,506,173
(1,022,563)

(50,000)

1,946,688

(874,125)
1,072,563
0

0
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BIG TEN TRADING LLC
NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31,,2003

NOTE 1 — SIGNIFICANT ACCOUNTING POLICIES

‘ -Big Ten Trading, LLC (“the Company;’),wa_s formed in the state of lllinois as a limited Iiability Company. The Company
Jis a proprietary trading company whose business purpose is-to buy and sell securitiés for the Company’s individual

members. As a Ilmrted liability Company, the Company has a finite Ilfe and wrlI cease to exist on.June 7, 2099.

The Company is a member of. the Pacat" ic Exchange

'Basis of Accountlnq

The Company s financial statements are prepared on the accrual basis of accounting, which conforms to U.S.
generally accepted accountmg prmmples Substantrally all of the Company'’s assets and liabilities are carried at fair

“market value.

Accountrnq Estlmates

The preparation of fi nancial statements in conformity with. generally accepted accountlng principles requires
management to make estimates and assumptions that affect the reported amounts of assets and-liabilities and
disclosure of contingent asséts and liabilities at the date of the financial statements and reported amounts of revenues

~_and expenses during the reported period. Actual results could differ from those estimates. -

NOTE 2 - SECURITIES TRANSACTIONS"

Proprietary securltles transactions in regular-way trades are recorded on the trade date, as if they had settled. Prot" t
and loss arising from all securities transactions entered into for the account and risk of the Company are recorded on a
trade date basis. Commissions and related clearing expenses are recorded on a trade-date basns as securltles
transactlons occeur. Marketable securltles are carrled at market value.

Amounts receivable and payable for securities transactlons that have not reached their contractual settlement date are

' recorded net on the statement of financial condition.

Under SFAS 115 securities that are bought and held principally for the purpose of selling them in the near term (thus

“held only for a short time) are classified as trading securities. Trading generally reflects active and frequent buying

and selling, and trading securities are generally used with the objective of genérating profits on the short-term
differences in price. The Company classifies all securities as trading securities.

- NOTE 3 - RECEIVABLE FROM AND PAYABLE T0 BROKERS OR DEALERS

Amounts recelvable from and payable to brokers and dealers at December 31, 2003 consist of the following:

Recelvable ‘ Payable
Due from clearing firm - clearance ~ $441,839  §  -O- -
Due from clearing firm - other ~ 5,458 251,644

Total - 3447297 $251,644

-10-
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NOTE 4 — FtNANCIAL INSTRUMENTS

Denvatuve financial instruments used for trading purposes prlncrpally exchange -traded options are carried at quoted

- market value.

Derivatives used for economic hedging purposes include purchased options. Unrealized, gains or Iosses on these
derivative contracts are recognized currently in the statement of income as trading revenues. The Company does not
apply hedge accounting as defined in FASB Statement No. 133, Accounting for Derivative Instruments and Hedging
Activities, as all financial instruments are marked to market with changes in"fair values reflected in. earnings.

Therefore, the disclosures required in paragraphs 44 and 45 of the Statement are generally not applicable wrth respect

. to these financial rnstruments .

Fair vaiue of options contracts are recorded in securities owned or securities sold, not yet purchased, as appropriate.
Premiums and unrealized gains and losses for written and purchased option contracts are recognized gross in the
statement of financial condition. The following table discloses the approximate fair values of derivative financial
instruments held for trading as of December 31 2003, as well as the approxrmate quarterly average farr values of
derivatives held during 2003: : :

December 31, - Averageé during

_ 2003 - - 2003
Equity and index options assets ' $ 483,000 $ 104,060

~ Equity and index options liabilities - 410,202 ' v - 110,000 -

NOTE 5 — FINANCIAL INSTRUMENTS WITH OFF BALANCE SHEET RISK

In the normal course of business, the Company engages in trading activities. In connection with these activities,
unsettled trades and sales of securities not yet purchased may expose the Company to off-balance sheet credit risk as

a result of market fluctuations. The Company enters into various transactions involving derivatives and other off-

balance sheet financial instruments. These financial instruments include exchange-traded options, and securities
purchased and sold on a when-issued basis (when-issued securities). These derivative financial instruments are used
to conduct trading activities, and manage market risks and are, therefore, subject to varying degrees of marketand
credit risk. Derivative transactlons are entered into for trading purposes orto economrcally hedge other positions or
transactions. . ,

When- |ssued secunties provide for the delayed deIiVery of the underlying instrument.-As a writer of options, the
. Company receives a premium in exchange for giving the counterpart the right to buy or sell the security at a future date

at a contracted price. The contractual or notional amounts related to these financial instruments reflect the volume and -

- activity and do not reflect the amounts at risk. The credit risk for options and when-issued securities is limited to the .

unrealized market valuation gains recorded in the statement of financial condition. Market risk is substantially -
dependent upon the value of the underlying financial instruments and is affected by market forces such as volatrllty

" and changes in mterest and foreign exchange rates.

in addition, the Company has sold securmes that it does not currently own and will therefore be obligated to purchase

.such securities at a future date. The Company has recorded these obligations in the financial statements at December

31, 2003, at market values of the related securities and W|II incur a loss if the market value of the secuntres increases
subsequent to December 31, 2003, :

" The Company's trading activities are transacted on a cash basis. In connection with these activities, the Company

executes transactions involving the sale of securities not yet purchased. Such transactions may expose the Company-
to significant off-balance-sheet risk in the event capital reserves are not sufficient to fully cover losses that may incur.
The Company seeks to control the risks associated withrits trading activities by monitoring trading markets daily. in
addition, the Company establishes. ¢credit limits for such activities and monitors compliance on a daily basis.

-11-



" Concentrations of Cr‘edit Risk A

- The Company is engaged in various trading and brokerage activities with counter parties, primarily brdker-dealers. In

the event counter parties do not fulfill their obligations, the Company may be exposed to risk. The risk of default

' depends on the creditworthiness of the counter party or issuer of the mstrument It is the Company’s policy to review,
as necessary, the credit standing of each counter party. .

NOTE 6 — N_ElCAPITAL'REQUIREMENTS'

At December 31, 2003, the Cornpany’s net capital asrcompUted pursuant to the rules of the National Securities =
Dealers Association was $664,595, which was $564,595 more than the minimum net capital requirement of $100,000.

NOTE 7 - INVESTMENT IN CLEARING COMPANY

The Company has a Jomt Back Ofﬁce (‘JBO”) clearmg agreement with ABN AMRO SAGE Corporatron {*ABN’ ) The
agreement allows JBO participants to receive favorable margin treatment as compared to the full customer margin . ..
requirements of Regulation T. As part of this agreement, the Company has invested $50,000 in the preferred shares
of ABN. The Company's investment in ABN is reflected as investment in broker-dealer in the statement of financial
condition. This investment is carried at cost, and under the agreement, would be returned to the Company in the event
the JBO arrangement |s terminated, less any accrued costs or expenses

NOTE 8 - INCOME TAXES

No provision has been made for federal income taxes as the taxable income as any income tax consequences are
reportable inthe i income tax returns of the members. - : :

o -12-



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA -
BROKER OR DEALER  BIG TEN TRADING, LLC o B . as of 12/31/03
_CQMPUTATION OF NET CAPITAL
1. Total ownership-equity-from Stateﬁwent of Financial Condition'-. e e PR 1,672,909 | 3480
2. Deduct ewnership_ equity not allowable for Net Capital . .. .................. - L e 3490
3. Total ownership equity qualified for Net Capital . . . . ... SO . ] : 1,672,909 3500
4. Add: - . ‘ o 1 a ' B
. A. Liabilities subordinated to claims of general creditots allowable in computation of net capital . . TR 3520
. B. Other (deductions) or. allowable credits (List) ... ... T PR e 3525
5. Total capital and allowable subordinated habmtles ............ '. e . ‘$ 1,672,909( 3530.
6. Deductuons and/or charges o
A. Total nonallowable assets.from Statement of Fmancnal Condmon (Notes B 50,‘000 3540
B. Secured demand note deficiency ......... P e e e 1'3590].
C. Commodity futures contracts ' ‘ - B o
proprietary capitalcharges . .. ............. o S L 0 (3600 )
D. Other deductlohs and/or charges . ... .. e e e e 3610 (50,000} 3620
7. Other additions and/or allowable credits (Llst) P AP P R TR N - 3630
8. . Net capital before haircuts on securities positions ...... e M U # 1,622,909| 3640
9. Haircuts on securities (computed, where applicable, ' ‘ o
‘pursdant to 15¢3-1 (f)): ' o .
A. Contractual securities commitments . . . .. L, e U .. $ 3660
B. Subordmated securities borrowmgs .. ..... PRI L A L ' - 13670
_ C. Trading and investment securities: - . . o : i
1. Exempted securities ... .. ... P .. o e e ... |ar3s
. 2. Debt securities . . ... .. .. T S DU 210,881 {3733
— 3.0ptions ........... S e e RRR ST R ITy | 3730
4. Other'securities .. ... e [ e 584,221 | 3734
T 'D.Undue Concentration . . ......................... S 163,212 | 3650
E. Other (List) ... ..... Loss To Convert. e e e o ‘ 03736 (958,314)| 3740
'10.NetCap|tal...._ ..... e ....... e e 8 664,595/ 3750

NON-ALLOWABLE ASSETS - LINE 6.A

ANVESTMENT IN BROKER:-DEALER " $ 50,000

Note: There are no material differences between the audited computatlon of net capital and that per the

: Company s unaudlted FOCUS repott, as faled
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

. BROKER ORGEALER BIG TEN TRADING LLC o as of _..12/3‘1/03

t COMPUTATION OF BASIC NET CAPITAL REQUlREMENT

] PART A

“11. Minimum net capltal required (6- 2/3% of line 19) ...... PR e T L8 ‘ 0 [3756]
12. Minimum dollar net capital requrrement of reportrng broker or dealer and minimum net caprtal requirement '
- of subsidiaries computed in accordance with Note (A) ..ot i i $ 100,000 | 3758
13. Net capital requirement (greater of line 110r 12) .. . . .. PP T e $ 100,000 {3760
- 14. Excess net capital (line 10less 13).............. e PP L . 564,595{ 3770
© 15. Excess net at 1000% (line 10 less 10% of line 19) ............... ........ L8 664,595]| 3780 |
' COMPUTATION OF AGGREGATE INDEBTEDNESS |
16. Total A.l. liabilities from Statement of Fmanc:lal Condrtlon ...... e L ......... 5 0[3790] .
17. Add:" : , S ' :
- A.Drafts for immediate credlt e O 3 ‘ [3800]
— - B. market value of securities borrowed for which no equrvalent ' o
value is paid orcredited . ... .. .. .. e L ‘ : : 3810 o o
C. Other unrecorded amounts(List) . . . . . PR et 38208 (. : 3830
_ 19. Total aggregate indebtedness .. ....... ... e ... 8 0.0[ 3840
20. Percentage of aggregate indebtedness to net capital (line 19/line 10).. .. ........... L% ‘ - 0.0] 3850
_ P2 Percentage of debt to debt-equity total computed i accordance with Rule 15¢3- 1(d)..... % : 0.0] 3860
' ' ‘COMPUTATION OF ALTERNATE N,ET CA‘PITAL REQUIREMENT |
PART B

L

22. 2% of combined aggregate debit items as shown in Formula for Reserve Requtrements pursuant to Rule
15¢3-3 prepared as of the date of the net caprtal computatlon mcludrng both brokers or dealers .

. ana Cconsoliaateq SUDSIAIAMNES AEDIS . . . ...\ttt i e h : [3B870]
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capltal ' o

" requirement of subsidiaries computed in accordance wrth Note (A)................. - $ - | 3880
24. Net captial requirement (greater of line 22 or 23) b ‘ 3760
25.- Excess net capital (line 100 less 24)) .. ... ... ,' ........ NP e $ _ 3910
26. Net capital in excess of the greater of: ' : S -

A. 5% OF COMBINED AGGRETATE DEBIT ITEMS OR $120 000 ....... e L $ [3920 |

NOTES: : s

(A) The minimum net capital requrrement should be computed by adding the minimum dollar net capital requirement
. of the reporting broker dealer and, for each subsidiary to be consohdated the greater of:
1. Minimum dollar net capital requirement, or .

l 2. 6-2/3% of aggregate indebtedness or 4% of aggregate debits if alternatlve method is used

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements notin satlsfactory form and the market values of memberships in
exchanges contributed for use of company (contra to |tem 17400) and partners' securities which were
included in non-allowable assets. - ‘

C) For reports filed pursuant to paragraph (d) of Rule 17a- 5 respondent should provide a llSt of materlal

l nnon- -allowable assets.
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' . BIG TEN TRADING LLC - . ’ .
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
PERSUANT TO RULE 15¢-3
) as of December 31, 2003

The company did not handle any customer cash or securities during the year

. ended December 31, 2003 and does not have any customer accounts.

BIG TEN TRADING LLC

:COMPUTATION FOR DETERMINATION OF PAIB RESERVE REQUIREMENTS _

PERSUANT TO RULE 15¢-3
" as of December 31, 2003

T'he Company did not handle any proprlet‘ary accounts of Introducmg brokers

. during the year ended December 31, 2003 and does not have any PAIB

accou nts

' - BIG TEN TRADING, LLC , ‘ -
COMPUTATION FOR DETERMINATION OF PAIB RESERVE REQUIREMENTS |
PERSUANT TO RULE 15¢-3 ‘
as of December 31, 2003

The Company did not handle any customer cash or securities durin,g the year

ended December 31, 2003 and does not have any customer accounts.

B 15



|

DIMAGGIO; VERAJA & COMPANY, LLC

Certified Public Accountants & Business Consultants

A . .

567 James Court, Glendale Heights, IL 60139-3206 ® Phone (630) 790-4269 ® Fax: (630) 942-8269

~ INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

To the Members

" Big Ten Tradirig, LLC

6827 Emerald Land
Tuscaloosa, AL 35406

In planning and pefforming' our audit of the financial statements of Big Ten Trading,

- -LLC for the year ended December 31, 2003, we considered its internal control structure,

including procedures for safeguarding securities, in order to determine our audltmg

procedures for the purpose of expressing our-opinion on the ﬁnanmal statements and not
~ to provide assurance on the mternal control structure.

We also made a study of the practlces and procedures followed by the Company in

making the periodic computations of aggregate indebtedness and net capital under rule
17a-3(a) (11) and the procedures for determining compliance with the exemptive
provisions of rule 15¢3-3. We did not review the practices and procedures followed by
the Company in making the quarterly securities ‘examinations, counts, verifications, and
comparisons, and the recordation of differences required by rule 17a-13 or in complying
with the requirements for prompt payment for securities under section 8 of Regulation T
of the Board of Governors of the Federal Reserve System, because the Company does not
carry security accounts fot customers or perform custodial functlons relating to customer -

a act1v1t1es

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding

| _paragraph. In fulfilling this responsibility, estimates and judgments by management are

required to assess the expected benefits and related costs of internal control structure
policies and procedures and of the practices and procedures referred to in the preceding
paragraph and to assess whether those practices and procedures can be expected to
achieve the Commission’s above mentioned objectives. ‘Two of the objectives of an -

- internal control structure and the practices and procedures are to provide management

with reasonable, but not absolute, assurance that assets for which the Company has.
responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management s authorization and recorded

_properly to permit preparation of financial statements in conforrmty with U.S. generally

accepted’ accountlng prmmples
_ -16-
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Big Ten Trading, LLC‘

E Rule 17a-5(g) lists add1t10na1 ObjCCthCS of the practlces and procedures 11sted in'‘the
- preceding paragraph. :

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above; errors.or irregularities may occur and not be detected.
Also, projection of any evaluation of them to future periods is subject to the risk that they
may become inadequate because of changes in COHdlthHS or that the effectiveness of -
the1r design and operatlon may deterlorate

Our’ cons1derat10n of the internal control structure would not necessarlly dlsclose all
matters in the internal -control structure that might be material weaknesses under
standards established by the American Institute of Certified Public Accountants. A
- material weakness is a-condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements.
being audited may occur and not be detected within a timely period by employees in the
normal course of performmg their assigned functlons ‘However, we noted no matters
mvolvmg the internal control structure that we cons1der to be material weaknesses as
defined above

We understand that practices and procedures that accomplish the objectives referred to in -
the second paragraph of this report are considered by the Commission to be adequate for
its purposes in accordance with the Securities Exchange Act of 1934 and related
regulations, and that practices and procedures that do not accomplish such objectives in
all material respects-indicate a materlal inadequacy for-such purposes. Based on this
understanding and on our study, we believe that the Company’s practices and procedures
were adequate at December 31, 2003, to-meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the Pacific Exchange, and other. regulatory agencies which rely on Rule
17a- S(g) under the Securltles and Exchange Act of 1934 and should not be used for any
“other purpose.

‘Glendale Heights, Illinois

February 25, 2004

S A



