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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Mitchell Dinowitz

(516) 393-7862

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

I : 1
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Weiser LLP

(Name - {f individual, state last, first, middle name)

Lake Success I PR OCES@E D
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION.

I__ Mitchell Dinowitz , swear {or affirm) that, to the best of

my knowledge and belief the accomp‘a'qying financial statement and shpporting schedules pertaining to the firm of
Block Orders Execution, LLC ' . | ,as

of _December 31 ] ZO{IJS , are true and correct. [ further swear (or affirm) that
neither the company nor any partner, proprietor, principal ofﬁcer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

. JAY L. YACKOW
NOTARY PUBLIC, State of New
. No. 4793749

Qualified in Nassau C

o Slgn re /
Commission Expires Oct 1,50(]% l Tyua.; Mfc\/ Q

Title

B (a)
& (b)
& (c)
® (d) Statement of Cash Flows.
X1 (e) Statement of Changes in Stockholders Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (gy Computation of Net Capital. I

® (k) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
=

14

()

=

O

a

=1

Statement of Operations.

(i) Information Relating to the Possession or Contro’l Requlremems Under Rule 15¢3-3, 1‘

() A Reconciliation, including appropriate explanatlon of the Computatlon of Net Capital Under Rule lSc3 1 and the i
Computation for Detennmatllon of the Reserve Requlrements Under Exhibit A of Rule 15¢3-3. l

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

{0o) Independent Auditors’ Report on Intemnal Accountmg Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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December 31, 2005
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BLOCK ORDERS EXECUTION, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005
ASSETS

Cash and cash equivalents | | 7 $ 235,640
Receivable from broker, dealer and clearing organization _ 260,346
Property and equipment, net : ' 59,369
Due from affiliates 6,307
Loan receivable, member 20,000
Prepaid expenses 825
Other assets 611,659

$.1,194,146

LIABILITIES AND MEMBERS’ EQUITY

Liabilities: . _

Accrued expenses and other liabilities $ 129,059
Commitments . T N - .
Members’ equity ~ " " 1,065.087

'$ 1,194,146

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




BLOCK ORDI;E]RS EXECUTION, LLC
NOTES TO FINANCIAL STATEMENT

ORGANIZATION: |

Block Orders Execution, LLC (the “Company”) was organized on September 11, 2004 under
the laws of the State of Delaware. The Company is a registered broker and dealer pursuant to
section 15(b) of the Securities Exchange Act of 1934 making markets primarily in equity
securities. Substantlally all customer|transact10ns are cleared through another broker-dealer
on a fully disclosed basns The Company transacts its business with institutional customers
located throughout the United States. On October 5, 2005, the Company became a member of
the National Association of Securities Dealers, Inc. (NASD)

Under the Company’s Operating Agreement, there are three classes of members: Class A,
Class B and Class Z. |[Class A members have voting rights and participate in the management
of the Company. Class B and Class Z members have no voting rights. Class Z members are
entitled to an annual preferred dlstnbuuon equal to 10% of the stated value payable in equal
monthly installments.| These preferred distributions are included in interest expense in the
statement of operations.

Net profits and losses |for each year are allocated first to Class Z members in accordance with
their respective percentage interests to the extent of their preferred distribution and second to
Class B members in accordance with|their respective Class B percentage interest. Class A
members will not be allocated net profits or losses except to the extent that such members
receive distributions on liquidation or clilssolutlon

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Cash Equivalents:

The Company considers all money market accounts and all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents.

Revenue Recognition:

Securities transactions! and the related revenue and expenses are recorded on a trade date basis,
as if the transactions have settled.

Income Taxes:

The Company is treated as a pannershlp for federal income tax purposes. Consequently, the
Company is not itself subject to federt}l and state income taxes. Members are liable for their
distrtbutive shares of the Company’s income and losses.

Property and Equipment:

Property and equipment are stated at|cost less accumulated depreciation and amortization.
Depreciation is computed using the straight-line method over the estimated useful lives of the
assets, which is primarily five years.

Use of Estimates: -

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




RECEIVABLE FROM BROKER, DEALER AND CLEARING ORGANIZATION:

Receivable from broker, dealer, and clearing organization ts a result of the Company’s normal
securities transactionsl

PROPERTY AND EQUIPMENT, NET:

Property and equipment consists of the following:

Furniture : $ 7,376
Computer equipment 71,629 -
Office equipment 10,855
89,860
Accumulated depreciation and amortization (30,491}
$ 59369
DUE FROM AFFILIATES:

The Company has a receivable from another entity under common ownership. This balance is
non-interest bearing and due on demand.

LOAN RECEIVABLE, MEMBER .
The loan receivable from member is non-interest bearing and due on demand.

LEASES:

The Company is obligated under an operating lease for its office premises. This lease expires
on July 31, 2007.

Future minimum annuial rent payments are as follows: =~

Year Ended ' L . A
December 31 ) ‘ ¢ Amount
2006 , $ 30,010
2007 , _ . 17.808
$ 47818
CLEARANCE AGREEMENT:

The Company has entered into an agreement with another broker (clearing broker) to execute
and clear, on a fully| disclosed basis) customer accounts of the Company. As part of the
agreement, the clearing broker executes orders, settles contracts and transactions in securities,
and engages in all cashlermg functlons lncludmg the receipt, delivery, and transfer of
" securities purchased, sold, borrowed or loaned and the receipt and distribution of interest and
principal payments. The Company is. requnred to maintain balances of not less than $250,000
with the clearing broker. The deposit is included in receivable from broker, dealer and
clearing organization.
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LITIGATION:

The Company has brought an action to recover approximately $600,000 which is included in
other assets in the statement of financial condition that is owed to it from a joint venture under

.an agreement dated J uly 2003. The Company has asserted claims for breach of contract and

additional claims under the New York State Labor Law and under copyright law for additional
damages. The case vlvas recently ﬁled with the NASD and counsel has indicated that it is
premature to assess the likelihood of ' a favorable outcome, although the Company’s records
and information support the claims asserted.

NET CAPITAL REQUIREMENTS'

The Company is sublject to the umform net capital requirements of rule 15¢3-1 of the
Securities and Exchange Commission, as amended, which requires a broker-dealer to have, at
all times, sufficient liquid assets to cover indebtedness. In accordance with the rule, the
Company 1s required to maintain defined minimum net capital of the greater of $100, 000 or
1/8 of aggregate mdebtedness during the first year of operation. At no time may the ratio of
aggregate mdebtednes!s to net capital exceed 8 to 1.

At December 31, 2005, the Company had net capital, as defined, of $366,734, which exceeded
the required mlmmum net capital of $100,000 by $266, 734, Aggregate indebtedness at
December 31, 2005 totaled $129,059.| The ratio of aggregate indebtedness to net capital was
35to 1.

OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RISK:

In the normal course [of business, the Company’s customer activities involve the execution,
settlement, and ﬁnanemg of various securities transactions. These activities may expose the
Company to off- balarice-sheet credit risk in the event the customer or other party is unable to
fulfill its contractual obligations. -

The Company is a market maker in :a number of securities and in this capacity may have
significant positions m a volatile market In order to control this risk, security positions are
monitored on at least a daily ba51s and there are regulatory guidelines that limit the
obligations of the ma.rket maker to purchase the securities in a volatile market. Should the
Company find it necessary to sell such a security, it may not be able to realize the full carrying
value of the security due to the significance of the positions sold.

The Company, as part of its normal market-making activities, may assume short positions in
its inventory. The establlshment of short positions exposes the Company to off-balance-sheet
risk in the event pnces increase, as the Company may be obligated to acquire the securities at
prevailing market prices.

The Company secks to control off-balance-sheet credit risk by monitoring the market value of
securities held or given as collateral m compliance with regulatory and internal guidelines.
Pursuant to such guidelines, the Company requires additional collateral or reduction of
positions, when necessary The Company also completes credit evaluations of customers,
particularly institutionis, where there is thought to be credit risk.

The Company does not maintain margin accounts for its custormers and, therefore, there were
no excess margin secuntles However, the Company may be liable for chargebacks on
introduced customer accounts carried by the clearing broker. In addition, the Company may
be exposed to off-balance-sheet risk in the event the clearing broker is unable to fulfill its
contractual obligations.

In the normal course of business, the Company may have cash at banks in excess of federally
insured limits and is exposed to the crédit risk resulting from this concentration of cash.




- To the Board of Directors
- Block Orders Execution, LL.C
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The Company’s Statement of Fmancml Condmon as of December 31, 2005 is available for examination
at the office of the Company and at the Reglonal Office of the Securmes and Exchange Commission.
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INDEPENDENT AUDITORS' REPORT

*

(L EEEL L ESLELES S ER LAl e Lt ]

We have audited the accompanying statement of financial condition of Block Orders Execution, LLC as

-of December 31, 2005, that ylou are filing pursuant to rule 17a-5 under the Securities Exchange Act of

1934. This financial statement is the responmb:hty of the Company's management. Our responsibility is
to express an opinion on this ﬁn_ancxal statement based on our audlt .

We conducted our audit in accordance with auditing standards generally accepted in the United States of.
America. Those standards requlre that we plan and perform the audit to obtain reasonable assurance

“about whether the financial stétement 1s free of matenal mlsstatement An audit includes examining, on

a test basis, ev1dence supportllng the amounts Ia.nd dlsclosures in thé ﬁnanmal staternént. - An.audit also”
includes assessing the accounting pnncnples Iused and. mgmﬁcant estimates 'made by managemeént, as

~ well as evaluating the overallI financial statement presentanon We beheve that. our. audit prov1dcs a

reasonable basis for our opinion. N i
In. our opinion, the financial [statement referred to above presents fairly, in all material respects, the

financial position of Block Orders Executlon 'LLC as of December 31, 2005, in conforrmty with
accounting principles generally accepted in the United States of America.

(/da}o% LLP

CERTIFIED PUBLIC ACCOUNTANTS

Lake Success, N.Y.
February 20, 2006
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BLOCK ORDERS EXECUTION, LLC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2005

Cash and cash equivalents
Receivable from broker, dealer and clearing organization
Property and equipment, net
Due from affiliates

Loan receivable, member
Prepaid expenses

Other assets

LIABILITIES AND MEMBERS’ EQUITY

I
|
|
- Liabilities:
‘ ‘ Accrued expenses and other liabilities

Commitments

Members’ equity

-y

$ 235,640
260,346
59,369,

- 6,307
20,000

825
611,659

1,194,146

.

" . -

1,065,087

$ 1,194,146

‘~ The accompanying notes are an integral part of this financial statement.
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BLOCK ORDIIIRS EXECUTION, LLC
NOTES TO FINANCIAL STATEMENT

ORGANIZATION:

Block Orders Execution, LLC (the “Company™) was organized on September 11, 2004 under
the laws of the State of Delaware. The Company is a registered broker and dealer pursuant to
section 15(b) of the Securities Exchange Act of 1934 making markets primanly in equity
securities. Substantlally all customer|transactions are cleared through another broker-dealer
on a fully disclosed ba51s The Company transacts its business with institutional customers
located throughout the United States. On October 5, 2005, the Company became a member of
the National Association of Securities Dealers, Inc. (NASD)

Under the Company’s Operating Agreement, there are three classes of members: Class A,
Class B and Class Z. Class A members have voting rights and participate in the management
of the Company. Class B and Class Z members have no voting rights. Class Z members are
entitled to an annual preferred dlstnbutlon equal to 10% of the stated value payable in equal
monthly installments.| These preferred distributions are included in interest expense in the
statement of operations.

Net profits and losses |for each year are allocated first to Class Z members in accordance with
their respective percentage interests to the extent of their preferred distribution and second to
Class B members in accordance with]their respective Class B percentage interest. Class A
members will not be 'allocated net profits or losses except to the extent that such members
receive distributions on liquidation or dissolution.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Cash Equivalents:

The Company considers all money market accounts and all highly liquid debt instruments
purchased with an original maturity of three months or less to be cash equivalents.

Revenue Recognition:

Securities transactions and the related revenue and expenses are recorded on a trade date basis,
as if the transactions have settled.

Income Taxes:

The Company is treated as a partnershlp for federal income tax purposes. Consequently, the
Company is not itselfjsubject to federal and state income taxes. Members are liable for their
distributive shares of the Company’s income and losses.

Property and Equipment:

Property and equlpment are stated at: cost less accumulated depreciation and amortization.
Depreciation is computed using the straight-line method over the estimated useful lives of the
assets, which is primarily five years.

Use of Estimates:

The preparation of f'mancnai statements in conforrmty with accounting principles generally
accepted in the Umted States of America réquires 'management to make estimates and
assumptions that affect: the reported| amounts of assets and labilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounis of revenues and expenses during the reporting period. Actual resuits could differ
from those estimates.




RECEIVABLE FROM BROKER, DEALER AND CLEARING ORGANIZATION:

Receivable from broker, dealer, and clearing organization is a result of the Company’s normal
securities transactions!

PROPERTY AND EQUIPMENT NET:
Property and equipment consists of the followmg

Furniture $ 7,376
Computer equipment 71,629
Office equipment 10,855
89,860
Accumulated depreciation and amortization (30.491)
359,360
DUE FROM AFFILIATES:
‘The Company has a receivable from another ent:ty under common ownershlp Th:s balance 1S
non-interest bearing and due on demand. o0 o 'S

LOAN RECEIVABLE, MEMBER
The loan receivable from member is non-i'n'terest bearing and due on demand.

LEASES:

The Company is obligated under an operating lease for its office premises. This lease expires
on July 31, 2007.

Future minimum annulal rent payments are as follows:

Year Ended
December 31 Amount
2006 S 30,010
2007 17.808
$ 47818
CLEARANCE AGREEMENT:

The Company has entered into an agreement with another broker (clearing broker) to execute
and clear, on a fully|disclosed basis,i customer accounts of the Company. As part of the
agreement, the clearing broker executes orders, settles contracts and transactions in securities,
and engages in all cashlenng functlons lncludlng the' receipt, delivery, and transfer of
securities purchased, sold, borrowed or loaned and the receipt and distribution of interest and
principal payments. The Company 18 requnred to maintain balances of not less than $250,000
with the clearing broker. The deposit is included in receivable from broker, dealer and
clearing organization.
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fulfill its contractual obligations.

LITIGATION:

The Company has brought an action to recover approximatety $600,000 which is included in
other assets in the statement of financial condition that is owed to it from a joint venture under
an agreement dated J uly 2003. The Company has asserted claims for breach of contract and
additional claims under the New York State Labor Law and under copyright law for additional
damages. The case was recently ﬁled with the NASD and counsel has indicated that it is
premature to assess the likelihood of a favorable outcome, although the Company s records
and information support the claims asserted.

NET CAPITAL REQUIREMENTS‘

The Company is sublject to the umfonn net capital requirements of rule 15¢3-1 of the
Securities and Exchange Commission,|as amended, which requires a broker-dealer to have, at
all times, sufficient liquid assets to cover indebtedness. In accordance with the rule, the
Compa.ny is required to maintain defined minimum net capital of the greater of $100,000 or
1/8 of aggregate mdebtedness during the first year of operation. At no time may the ratio of
aggregate indebtedness to net capital exceed 8 to 1.

At December 31, 2005, the Company had net capital, as defined, of 3366,734, which exceeded
the required mmlmu.m net capital of $100,000 by $266,734. Aggregate indebtedness at
December 31, 2005 totaled $129,059. The ratio of aggregate indebtedness to net capital was
35to 1.

OFF-BALANCE-SHEET RISK AND CONCENTRATION OF CREDIT RISK:

In the normal course of business, the| Company’s customer activities involve the execution,
settlement, and ﬁnancmg of various securitics transactions. These activities may expose the
Company to off- balance-sheet credit risk in the event the customer or other party is unable to

The Company is a market maker in a number of securities and in this capacity may have
significant positions m a volatile market In order to control this nisk, security positions are
monitored on at least a daily basis, and there are regulatory gu1delmes that limit the
obligations of the rnarket maker to purchase the securities in a volatile market. Should the
Company find 1t necessary to sell such!a security, it may not be able to realize the full carrying
value of the security due to the significance of the positions sold.

The Company, as part of its normal market-making activities, may assume short positions in
its inventory. The establlshment of short positions exposes the Company to off-balance-sheet
risk in the event pnces increase, as the Company may be obligated to acquire the securities at
prevailing market prices.

The Company seeks to control off-balance-sheet credit risk by monitoring the market value of
securities held or glven as collateral in complance with regulatory and intemal guidelines.
Pursuant to such gmdelmes the Company requires additional collateral or reduction of
positions, when necessary The Company also completes credit evaluations of customers,
particularly institutions, where there is|thought to be credit risk.

The Company does not maintain margin accounts for its customers and, therefore, there were
no excess margin SCCU.l’lthS However, the Company may be liable for chargebacks on
introduced customer accounts carried by the clearing broker. In addition, the Company may
be exposed to off- balance sheet risk in the event the clearing broker is unable to fulfill its
contractual obligations.

In the normal course of business, the Company may have cash at banks in excess of federally
insured limits and is exposed to the credit risk resulting from this concentration of cash.
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The Company’s Statement of Fmanc1al Condmon as of December 31, 2005 is available for examination
at the office of the Company and at the Reglonal Office of the Secunt:es and Exchange Commission.
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INDEPENDENT AUDITORS' REPORT
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To the Board of Directors
Block Orders Execution, LLC

We have audited the accompanying statement of financial condition of Block Orders Execution, LLC as
of December 31, 2005, that y'ou are filing pur'suant to rule 17a-5 under the Securities Exchange Act of
1934. This financial staternent is the responsibility of the Company's management. Qur responsibility is
to express an opinion on this financial statement based on our audit. "

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

In our opinion, the financial |statement referred to above presents fairly, in all material respects, the
financial position of Block Orders Exccutlon LLC as of December 31, 2005, in conformity with
accounting principles generall.y accepted in the United States of America.

Wedoe,«, LL P

CERTIFIED PUBLIC ACCOUNTANTS

Lake Success, N.Y.
February 20, 2006




