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Report of Independent Auditors

To the Shareholder of
FactSet Data Systems, Inc.

In our opinion, the accompanying statement of financial condition and the related statements of
income, changes in shareholder’s equity and cash flows present fairly, in all material respects, the
financial position of FactSet Data Systems, Inc. (the “Company’) at August 31, 2005, and the results of
its operations and its cash flows for the year then ended in conformity with accountiné principles
generally accepted in the United States of America. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit of these statements in accordance with au‘diting standards
generally accepted in the United States of America. Those standards require that we p‘lan and perform
the audit to obtain reasonable assurance about whether the financial statements are frel: of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant
estimates made by management, and evaluating the overall financial statement presentation. We

believe that our audit provides a reasonable basis for our opinion.

As more fully described in Note 2 to the financial statements, FactSet Data Systems, Inc. has material
transactions with its parent, FactSet Research Systems Inc. Because of this relationship, it is possible
that the terms of these transactions are not the same as those that would result from transactions among

wholly unrelated parties.
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October 20, 2005




FactSet Data Systems, Inc.
(a wholly owned subsidiary of FactSet Research Systems Inc.)
Statement of Financial Condition

August 31, 2005

Assets

Cash and cash equivalents
Investments

Receivables from customers, net
Receivables from clearing brokers
Receivable from parent company

Total assets

Liabilities and Shareholder’s Equity
Liabilities
Deferred revenues, net

Shareholder's equity
Common stock, par value $.01; 10,000 shares authorized,
900 shares issued and outstanding
Capital paid in excess of par value
Retained earnings
Total shareholder's equity

Total liabilities and shareholder's equity

The accompanying notes are an integral part of these financial statements.

3

$ 2,542,260
12,937,871
8,703,193
154,415
782,976

$ 25,120,715

54866770

9
24,991
20,228,945

20,253,945
§ 25,120,715



FactSet Data Systems, Inc.

(a wholly owned subsidiary of FactSet Research Systems Inc.)
Notes to Financial Statements

August 31, 2005

1.

Organization and Nature of Business

FactSet Data Systems, Inc. (the “Company”) is a Delaware corporation and a wholly

owned

subsidiary of FactSet Research Systems Inc. (the “Parent”). The Company is a member of the
National Association of Securities Dealers, Inc. and is a registered broker/dealer under Section 15 of
the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and is a member of the

National Association of Securities Dealers.

The Company, in accordance with an arrangement with the Parent, facilitates the payment for services
in commissions to allow clients to purchase integrated research services from its Parent using

commissions on sccurities transactions. Commissions are derived from securities transactions
introduced and cleared on a fully disclosed basis primarily through two external clearing brokers. A

client directs the clearing broker at the time it executes a securities transaction, to cre
commission on the transaction to the Company’s account.

Accounting Policies

The significant accounting policies of the Company are summarized below.
Revenue Recognition

Commission revenue is earned each month as the service is rendered to clients, accor

specific subscription and the number of workstations deployed for such month. Clier
monthly, in arrears, to reflect the actual services rendered to them. A provision is ma

dit the

ding to the
nts are invoiced
de to allow for

billing adjustments as a result of cancellation of service or reduction in number of workstations. Such

provisions are accounted for as a reduction of commission revenue, with a correspon
receivables.

ding reduction to

Amounts that have been earned but not yet paid through the receipt of commissions on securities

transactions are reflected on the statement of financial condition as receivables from
clearing brokers, net. Amounts that have been received through commissions on sec

clients and
rities

transactions that are in excess of earned subscription revenues are reflected on the statement of

financial condition as deferred revenues, net.

Client payments rendered in commissions are collected on the Parent’s behalf by the

Company.

When payment for services is remitted through its external clearing broker, which has an agreement

with the Company, the clearing broker charges the Company a clearing fee for its service, which the
Company recovers from its clients who choose this payment option, as disclosed aboye. The
Company earns the right to recover the clearing fee from its clients at the time the securities

transactions are executed, which is the period in which the clearing fees are incurred.

Allocation Fee

Pursuant to an agreement between the Company and the Parent, the Parent provides management,

engineering, consulting, sales, accounting and other administrative services to the Company. In
addition, office and data center facilities and computer equipment are provided to the Company by

the Parent. The agreement stipulates that an allocation of 95% of the Company’s rev

enues, net of

clearing fees, be paid to the Parent for the cost of services, facilities and equipment that are provided

by the Parent on behalf of the Company.




FactSet Data Systems, Inc.

(a wholly owned subsidiary of FactSet Research Systems Inc.)
Notes to Financial Statements

August 31, 2005

Cash and Cash Equivalents

Cash and cash equivalents include demand deposit accounts at a major financial institution and
investments in money market funds that hold securities with maturities less than 90 days and are

reported at fair value.

Investments

The Company maintains a portfolio of investments which, under the investment guidelines

established by the Company, are managed by third-party firms. Eligible investments

include

obligations issued by the United States Treasury and other governmental agencies, money market

securities and highly rated commercial paper. Investments that have maturities great

er than 90 days

from the date of acquisition are classified as available-for-sale sccurities and are reported at fair value.
Fair value is determined for most investments from readily available quoted market prices. The

investment balance is comprised of $8,444,548 in government securitics, $3,383,606
securities and $1,109,717 of corporate securities as of August 31, 2005.

Receivable from Parent Company
Receivable from parent company represents amount receivable from the Parent on a
bearing basis.

Management’s Use of Estimates

of municipal

noninterest

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amg
and liabilities and disclosure of contingent assets and liabilities at the date of the fina
and the reported amounts of revenues and expenses during the reporting period. Act
differ from those cstimates.

Provision for Income Taxes

unts of assets
ncial statements
nal results could

The Company files consolidated federal and combined state and local income tax returns with its

Parent. The Company determines its total tax liability by applying statutory federal,

state and local

tax rates to its separate Company income before taxes and records a tax provision equal to such

liability. The effective tax rate differs from the statutory federal income tax rate due
effect of state and local taxes, and is substantially the same as the Parent’s effective r
liabilities are paid by the Parent and are reimbursed by the Company as part of the in
account scttlement. At August 31, 2005, the Company has a deferred tax asset of $1

primarily to the
ate. Tax
tercompany
829,906 related

to deferred revenues. The deferred tax asset and current provision for income tax has been included

as a component of payable to parent company.

Regulatory Requirements

The Company, as a registered broker/dealer, is subject to Rule 15¢3-1 under the Exchange Act which
requires that the Company maintain net capital equal to the greater of $5,000 or 6-2/3% of aggregate
indebtedness (the “minimum net capital requirements”). The Company claims exemption under Rule

15¢3-3(k)(2)(i).

At August 31, 2005, the Company had net capital of $10,488,475, which was $10,164,024 in excess

of its minimum net capital requirement of $324,451. The ratio of aggregate indebted
capital was 0.46 to 1.

ness to net




FactSet Data Systems, Inc.

(a wholly owned subsidiary of FactSet Research Systems Inc.)
Notes to Financial Statements

August 31, 2005

5. Off-Balance Sheet Risk and Concentrations of Credit Risk

In the normal course of business, securities transactions of customers of the Company are introduced
and cleared through correspondent brokers. Pursuant to agreements between the Company and its
correspondent brokers, the correspondents have the right to charge the Company for|unsecured losses
that result from a client’s failure to complete such transactions. At August 31, 2005, the Company
has never experienced significant losses, and therefore, has recorded no liability with regard to that
right. Receivable from clearing brokers, net, represents a concentration of credit risk and relates to

securities transactions cleared through two correspondent brokers.




