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OATH OR AFFIRMATION

I, K. Sean Frey, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial
statement and supporting schedules pertaining to the firm of RJS Global, L.L.C., as of December 31, 2004, are
true and correct. 1 further swear (or affirm) that neither the company nor any partner, proprietor, principal
officer or director has any proprietary interest in any account classified solely as that of a customer.
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Notary Public, State of llinois |
ommission 7 11/23/2005

—m

Assistant Controller
Title

, d

=

Notary Pub

iic

-3

his report ** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Operations.

(d) Statement of Cash Flows.

(e) Statement of Changes in Members’ Equity.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(0) Independent Auditor’s Report on Internal Control
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report

To the Members
RJS Global, L.L.C.
Chicago, llinois

We have audited the accompanying consolidated statement of financial condition of RJS Global, L.L.C. and
‘Subsidiaries (collectively, the Company) as of December 31, 2004, that you are filing pursuant to rule 17a-5 under
the Securities Exchange Act of 1934. This consolidated statement of financial condition is the responsibility of the
Company's management. Our responsibility is to express an opinion on this consolidated statement of financial
condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
consolidated statement of financial condition is free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the consolidated statement of financial condition. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall consolidated statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents fairly, in all material
respects, the financial position of RJS Global, L.L.C. and Subsidiaries as of December 31, 2004, in conformity with
accounting principles generally accepted in the United States of America.

%@W///of&%/ Lo

Chicago, lilinois
February 18, 2005

McGladrey & Pulien, LLP is a member firm of RSM Intemational -
an affiliation of separate and independent lega! entities.




RJS Global, L.L.C.

Consolidated Statement of Financial Condition
December 31, 2004

Assets
Cash
Receivable from clearing broker
Exchange membership, at cost (market value, $19,000)
Other assets
Total assets

Liabilities and Members’ Equity

Payable to parent
Accounts payable and accrued liabilities

Total liabilities
Members' equity

Total liabiiities and members' equity

The accompanying notes are an integral part of this consolidated statement of financial condition.

37,497
2,740,710
34,000
33,903

2,846,110

1,031,480
67,909

1,099,389

1,746,721

2,846,110




RJS Global, L.L.C.

Notes to Consolidated Stztement of Financial Condition

Note 1, Nature of Business and Significant Accounting Policies

RJS Global, L.L.C. (RJS) is a proprietary trading firm, buying, selling, and dealing as principal in fixed income
securities for its own account. The Company is a broker-dealer registered under the Securities Exchange Act of
1934 and a member of the Chicago Stock Exchange. The Company was formed May 5, 2002 and is majority-owned
by Ronin Capital, L.L.C. (the Parent).

A summary of the Company's significant accounting policies follows:

Principles of consolidation: The consolidated financial statements include the accounts and results of operations of
RJS (a Delaware limited liability company) and its wholly owned subsidiaries, Barcelona Capital Management, SL
(BCM), Guardian Atlantic Investments, LLC (GAl), and Union Western Investments, LLC (UW) (collectively the
“Company). All significant intercompany accounts and transactions have been eliminated in consolidation.

Use of estimates: The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.

Securities transactions: Securities transactions and related revenues and expenses are recorded on a trade-date
basis. Securities owned and securities sold, not yet purchased are recorded at market value, generally based on
quoted market prices. If listed market prices are not available, fair value is determined based on other relevant
factors, including broker or dealer price quotations. There were no outstanding securities owned and securities sold,
not yet purchased as of December 31, 2004,

Securities purchased under agreements to resell or sold under agreements to repurchase; Securities purchased

under agreements to resell and securities sold under agreements to repurchase are treated as collateralized
financing transactions and are carried at amounts at which the securities will be subsequently resold or reacquired,
plus accrued interest. It is the Company's policy to take possession or control of securities purchased under
agreements to resell. The Company is required to provide securities to counterparties in order to collateralize
repurchase agreements. The Company minimizes credit risk associated with these activities by monitoring credit
exposure and collateral values on a daily basis and requiring additional collateral to be deposited or returned when
deemed appropriate. In the normal course of business, the Company obtains securities under resale agreements on
terms which permit it to repledge or resell the securities to others.

Resale and repurchase activities are generally transacted under master netting agreements that give the Company
the right, in the event of default, o liquidate collateral held. The counterparties to all resale and repurchase
transactions entered into during 2004 were major financial institutions. There were no outstanding resale or
repurchase transactions as of December 31, 2004,



RJS Global, L.L.C.

Notes to Consolidated Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies (continued)

Receivable from clearing broker: Receivables and payables relating to trades pending settiement are netted in
receivable from clearing broker in the consolidated statement of financial condition. The Company may:obtain short-
term financing from its clearing broker from whom it can borrow against its proprietary inventory posmons subject to
collateral maintenance requirements.

Exchange membership: The Company's exchange membership is recorded at cost or, if an other-than-temporary
impairment in value has occurred, at a value that reflects management's estimate of the impairment.

Fair value of financial instruments: All of the Company's financial instruments are carried at fair value or amounts
approximating fair value. Assets, including cash and receivables, are carried at fair value or contracted amounts,
which approximate fair value. Similarly liabilities, including accounts payable and accrued liabilities, are carried at the -
contracted amount, which approximates fair value.

Foreign currency translation: Assets and liabilities not denominated in U.S. dollars are translated to U.S. dollars at
end of period exchange rates, and revenues and expenses are translated at average exchange rates during the year.
Gains or losses on translation of the financial statements of Europe, where the functional currency is other than the
U.S. dollar, is reflected as a separate component of members’ equity.

Income taxes: The Company is taxed as a partnership under the provisions of the Internal Revenue Code and,
accordingly, is not subject to federal and state income taxes. Instead, members are liable for federal and state
income taxes on their respective shares of the taxable income of the Company. :

New accounting standard: The FASB has issued Statement No. 150, Accounting for Certain Financial Instruments
with Characteristics of both Liabilities and Equity. Statement No. 150 requires that certain freestanding financial
instruments be reported as liabilities in the balance sheet. Depending on the type of financial instrument, it will be
accounted for at either fair value or the present value of future cash flows determined at each balance sheet date
with the change in that value reported as interest expense in the statement of operations. Prior to the application of
Statement No. 150, either those financial instruments were not required to be recognized or, if recognized, were
reported in the balance sheet as equity and changes in the value of those instruments were normally not recognized
in netincome. This Statement is currently effective for public companies and non-public companies required to file
financial statements with the Securities and Exchange Commission. Adoption of this statement did not have a
significant effect on the accompanying financial statements.

Note 2. Related Party Transactions

The Parent pays certain operating expenses of the Company under informal agreements, and reimburses the Parent
periodically through cash payments. The Company does not pay for technology, accounting, operational, and
administrative support. Management does not consider the value of these services to be material to the consolidated
financial position and operating results of the Company. The amount payable to the Parent in connection with this
arrangement was $1,031,480 at December 31, 2004.



RJS Global, L.L.C.

Notes to Consoiidated Statement of Financial Condition

Note 3. Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

Securities transactions are introduced to and cleared through a clearing broker. Under the terms of its clearing
agreement, the Company is required to guarantee the performance in meeting contracted obligations. In conjunction
with the clearing broker, the Company seeks to control the risks of activities and is required to maintain collateral in
compliance with various regulatory and internal guidelines. Compliance with the various guidelines is monitored daily
and, pursuant to such guidelines, the Company may be required to deposit additional collateral or reduce positions
when necessary. '

The Company is engaged in various trading and brokerage activities whose counterparties primarily include broker-
dealers, banks, and other financial institutions. In the event counterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the creditworthiness of the counterparty or issuer
‘of the instrument. It is the Company's policy to review, as necessary, the credit standing of each counterparty with
which it conducts business.

Market risk arises due to fluctuations in interest rates and market prices that may result in changes in the values of
trading instruments. The Company manages its exposure to market risk resulting from trading activities through its
risk management function. Risk reports are produced and reviewed daily by management to mitigate market risk.

The Company sells securities that have not yet been purchased (“short sales”). The Company is exposed to market
risk for short sales. If the market value of the securities sold short increases, the Company's obligation, reflected as
a liability, would increase and trading revenues would be reduced. To manage market risk, the Companies in the
consolidated group and the Parent often hold securities, which can be used to settle these obligations, and monitors
its market exposure daily, adjusting positions when deemed necessary.

Note 4. Commitments and Contingencies
The Company leases office space pursuant to short-term agreements.

Note 5. Regulatory Requirements

The Company is a broker-dealer subject to the SEC’s Uniform Net Capital Rule (SEC rule 15¢3-1), which requires
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting net capital ratio would exceed 10to 1. At December 31, 2004, the Company had net
capital of $1,647,741, which was $1,547,741 in excess of its required net capital of $100,000. The Company's net
capital ratio was 0.66 to 1 at December 31, 2004.

SEC rule 15¢c3-1 may effectively restrict advances to affiliates or capital withdrawals. Advances to affiliates,
distributions, and other equity withdrawals are subject to certain notification and other provisions of SEC rule 15¢3-1.

Although the Company is not exempt from rule 15¢3-3, it does not transact business in securities with, or for, other
than members of a national securities exchange and does not carry margin accounts, credit balances or securities for
any person defined as a “customer” pursuant to rule 17a-5(c)(4).



