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AFFIRMATION

I, Philip Ippolito, affirm that, to the best of my knowledge and belief, the accompanying financial
statements and supplemental schedules pertaining to CastleQak Securities, L.P. as of December 31,
2006 are true and correct. I further affirm that neither the Partnership, nor any partner, principal
officer or director has any proprietary interest in any account classified solely as that of a customer.

Signatuke

Chief Financial Officer

Title

L Lt

I\:I’otary Public

TREASA CHENNIKARA
Notary Public, State of New York
No. 01CH6130322
Qualified in New York County
Commission Expires July 18, 2009
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Deloitte.

Deloitte & Touche LLP

Two World Financial Center
New York, NY 10281-1414
USA

Tel: +1 212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

To the Partners of
CastleQak Securities, L.P.:

We have audited the accompanying statement of financial condition of CastleOak Securities, L.P. (the
"Partnership") as of December 31, 2006, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on this financial statement 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 financial statement is free of material misstatement. The Partnership is not required to have, nor
were we engaged to perform, an audit of internal control over financial reporting. Our audit included
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Partnership's internal control over financial reporting. Accordingly, we express no such opinton. An audit
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement, assessing the accounting principles used 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 opinion.

In our opinion, such statement of financial condition presents fairly, in all material respects, the financial
position of CastleOak Securities, L.P. at December 31, 2006, in conformity with accounting principles
generally accepted in the United States of America.

Delotte ¥ Toucke P

February 28, 2007

Member of
Deloitte Touche Tohmatsu




CASTLEOAK SECURITIES, L.P.

STATEMENT OF FINANCIAL CONDITION
December 31, 2006
(in thousands)

Assets

Cash

Securities purchased under agreement to resell

Receivables from brokers, dealers and related broker-dealers
Forgivable loan receivables from employees, net

Total assets

Liabilities and Partners’ Capital

Accounts payable and accrued liabilities

Payables to affiliates
Notes payable to affiliates

Total liabilities
Partners’ capital

Total liabilities and partners’ capital

See notes to statement of financial condition.

169
3,850
766
93

4,878

63

798
167

1,028
3,850

4,878




CASTLEOAK SECURITIES, L.P.
NOTES TO STATEMENT OF FINANCIAL CONDITION

As of December 31, 2006
(in thousands)

1.

General and Summary of Significant Accounting Policies

Basis of Presentation: CastleOak Securities, L.P. (the “Partnership’), formerly known as BGC Markets,
L.P. (“BGCM?) is a limited partnership organized under the laws of the State of Delaware. The Partnership
is a registered broker-dealer in securities. The Partnership is owned by CastleOak Management, LLC
(“COM” - 55.7%} and CastleOak Management Holdings, LLC (“COMH” - 44.3%}, which is a wholly
owned subsidiary of Cantor Fitzgerald, L.P. and subsidiaries (“CFLP”).

On May 20, 2006, the Partnership’s ownership interest was transferred from BGC Partners, L.P. (“BGCP”)
{formerly 99% ownership) and BGC USA, L.P. (“BGCUSA™) (formerly 1% ownership) to CFLP. At that
date, the net assets totaling $123, which consisted primarily of cash, were distributed to BGCUSA. On June
12, 2006, CFLP contributed $1,848 to the Partnership and sold 55.7% of its ownership interest to COM,
which contributed $2,324 for its ownership interest, and the Partnership was renamed CastleQak Securities,
L.P.

The Partnership engages primarily in institutional brokerage, specializing in capital market issuance,
underwriting group participation and private placement of securities, which are supported by a sales and
trading team specializing in equity and fixed income products. The Partnership’s counterparty transactions
are given up to CFLP for clearance and settlement on a fully-disclosed basis,

Use of Estimates: The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets
and liabilities in the statement of financial condition. Management believes that the estimates utilized in
preparing the statement of financial condition are reasonable and prudent. Estimates, by their nature, are based
on judgment and available information. As such, actual results could differ materially from the estimates
included in the statement of financial condition.

Securities Purchased under Agreements to Resell: Securities purchased under agreements to resell
(“Reverse Repurchase Agreements™) are accounted for as collateralized financing transactions and are
recorded at the contractual amount for which the securities will be repurchased, including accrued interest. It
is the policy of the Partnership to obtain possession of collateral with a market value equal to, or in excess of],
the principal amount loaned under Reverse Repurchase Agreements. Collateral is valued daily and the
Partnership may require counterparties to deposit additional collateral when appropriate.

Income Taxes: The Partnership accounts for income taxes using the asset and liability method pursuant to
SFAS No. 109, Accounting for Income Taxes. Deferred tax assets and liabilities are recognized for the future
tax consequences attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax basis. The Partnership is taxed as a U.S. partnership. Under
applicable federal and state laws, the taxable income or loss of a general partnership is allocated to each
partner based upon their ownership interest. Each partner’s tax status, in turn, determines the appropriate
income tax for its allocated share of taxable income or loss. The Partnership is also subject to the
Unincorporated Business Tax (“UBT”} in the City of New York.




New Accounting Pronouncements: In July 2006, the Financial Accounting Standards Board (“FASB”)
issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an interpretation of FASB
Statement No. 109, (“FIN 48”). FIN 48 clarifies the accounting for uncertainty in income taxes recognized in
a partnership’s statement of financial condition and prescribes a recognition threshold and measurement
attribute for the financial statement recognition and measurement of a tax position taken or expected to be
taken in an income tax return. FIN 48 also provides guidance on derecognition, classification, interest and
penalties, accounting in interim periods, disclosure and transition. FIN 48 is effective for the Partnership as
of January 1, 2007. The adoption of FIN 48 on January 1, 2007 will not have a material impact on the
Partnership’s financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (“SFAS 157"). SFAS 157
clarifies that fair value is the amount that would be exchanged to seil an asset or transfer a liability, in an
orderly transaction between market participants. SFAS 157 nullifies the consensus reached in Emerging
Issues Task Force (EITF”) Issue No. 02-3 prohibiting the recognition of day one gain or loss on derivative
contracts (and hybrid instruments measured at fair value under SFAS 133 as modified by SFAS 155) where
the Partnership cannot verify all of the significant model inputs to observable market data and verify the
model to market transactions. However, SFAS 157 requires that a fair value measurement technique include
an adjustment for risks inherent in a particular valuation technique (such as a pricing model) and/or the risks
inherent in the inputs to the model, if market participants would also include such an adjustment. In
addition, SFAS 157 prohibits the recognition of block discounts for large holdings of unrestricted financial
instruments where quoted prices are readily and regularly available in an active market. The provisions of
SFAS 157 are to be applied prospectively, except for changes in fair value measurements that result from the
initial application of SFAS 157 to existing derivative financial instruments measured under EITF Issue

No. 02-3, existing hybrid instruments measured at fair value, and block discounts, which are to be recorded
as an adjustment to opening retained earnings in the year of adoption. SFAS 157 is effective for the
Partnership as of January 1, 2008. The Partnership is currently evaluating the potential impact of adopting
SFAS 157.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities- including an amendment of FASB Statement No. 115 (“SFAS 1597). SFAS 159
permits entities to choose to measure many financial instruments and certain other items at fair value.

SFAS 159 is effective for the Partnership as of January 1, 2008, provided the Partnership also elects to apply
the provisions of SFAS 157. The Partnership is currently evaluating the potential impact of adopting

SFAS 159, :

Securities Received as Collateral

At December 31, 2006, the Partnership had collateral segregated on its behalf, that it is permitted by contract
or custom to seil or repledge, in connection with a Reverse Repurchase Agreement entered into with Cantor
Fitzgerald & Co (“CFCQ™), a subsidiary of CFLP. At December 31, 2006, the fair value of such collateral
was $3,620. This collateral was not repledged.




3. Related Party Transactions

Receivables from Brokers, Dealers and Related Broker-Dealers

CFCO provides clearing and settlement services, under contractual agreements, to the Partnership. In
connection with these services, CFCO collects the brokerage revenue and remits to the Partnership on a
monthly basis. At December 31, 2006, the amount due from CFCO for brokerage revenue collected, but not
yet remitted, was $215.

Payables to Affiliates

The partnership has payables to affiliates which represent amounts due to CFLP for clearing and settlement
services, administrative services, and amounts payable for net assets transferred from CFLP. At December
31, 2006, the amount due to CFLP was $798.

Notes Payable to Affiliates

On June 1, 2006, the Partnership borrowed $167 with a fixed interest rate of 5.00% from CFLP. The note is
due upon demand from CFLP.

Fees Paid to Affiliates

CFLP provides the Partnership with administrative services and other support for which they charge the
Partnership based on the cost of providing such services. Such support includes utilization of fixed assets,
accounting, operations, human resources and legal services.

Also, in exchange for the clearing and settlement services CFCO provides to the Partnership, CFCO charges
on a per ticket basis, dependent upon the product traded.

4. Employee Benefit Plans

Through its Administrative Services Agreement with CFLP, employees of the Partnership are eligible to
participate in the eSpeed, Inc. Deferral Plan for Employees of Cantor Fitzgerald, L.P. and its Affiliates (the
“Plan”), whereby eligible employees may elect to defer a portion of their salary by directing the Partnership
to contribute withheld amounts to the Plan. The Plan is available to all employees of the Partnership
meeting certain eligibility requirements and is subject to the provisions of the Employee Retirement Income
Security Act of 1974,

5. Regulatory Capital Requirements

As a registered broker-dealer, the Partnership is subject to the Securities and Exchange Commission’s
Uniform Net Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum capital and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
Additionally, under contractual agreements for clearing and settlement services, CFCO requires that the
Partnership’s ratio of aggregate indebtedness to net capital shall not exceed 10 to 1 and maintains minimum
net capital of $100. At December 31, 2006, the Partnership had net capital of $3,109 which was $3,009 in
excess of its required net capital of $100 and the Partnership had $1,028 in Aggregate Indebtedness.




6. Counterparty Credit Risk

Credit risk arises from the possibility that a counterparty to a transaction might fail to perform according to
the terms of the contract, which could result in the Partnership incurring losses. As a securities broker-
dealer, the Partnership is engaged in various brokerage activities, servicing a diverse group of domestic and
foreign corporations, governments and institutional and individual investors. A substantial portion of the
Partnership’s transactions are fully collateralized and are executed with, and on behalf of, institutional
investors including major brokers and dealers, money center and other commercial banks, insurance
companies, pension plans and other financial institutions. The Partnership’s exposure to the risk of
incurring losses associated with the nonperformance of these counterparties in fulfilling their contractual
obligations pursuant to securities transactions can be directly impacted by volatile trading markets, which
may impair the counterparties’ ability to satisfy their obligations to the Partnership. The Partnership
monitors counterparty activity daily and does not anticipate nonperformance by counterparties. The
Partnership has a policy of periodically reviewing the credit standing of each counterparty with which it
conducts business.

7. Fair Value of Financial Instruments

Substantially all of the Partnership’s financial instruments are carried at fair value or amounts which
approximate fair value. The Partnership’s remaining financial instruments are generally short-term in nature
and liquidate at their carrying value.
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Deloitte.

Two World Financial Centar
MNew York, NY 10281-1414

USA

Tel: +1 212 436 2000
February 28, 2007 Fax: +1 212 436 5000

www.deloitte.com
CastleQak Securities, L.P.
110 East 59" Street

New York, NY 10022

Dear Sirs:

In planning and performing our audit of the financial statements of CastleDak Securities, L.P. (formerly
BGC Markets, L.P.) (the “Partnership”) as of and for the year ended December 31, 2006 (on which we
issued our report dated February 28, 2007), in accordance with auditing standards generally accepted in
the United States of America, we considered the Partnership’s internal control over financial reporting
(“internal control™), as a basis for designing our auditing procedures for the purpose of expressing an
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Partnership's internal control. Accordingly, we do not express an opinion on the effectiveness of
the Partnership’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (the “SEC”), we have
made a study of the practices and procedures followed by the Partnership, including consideration of
control activities for safeguarding securities. This study included tests of compliance with such practices
and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Partnership 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 Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System, because the Partnership does not
carry securities accounts for customers or perform custodial functions relating to customer securities.

The management of the Partnership is responsible for establishing and maintaining internal control 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
controls and of the practices and procedures referred to in the proceeding paragraph and to assess
whether those practices and procedures can be expected to achieve the SEC’s above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the Partnership 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 conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above,
error or fraud 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 conditions or that
the effectiveness of their design and operation may deteriorate.

Member of
Deloitte Touche Tohmatsu



A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with accounting principles generally accepted in the United
States of America such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the entity’s
internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for
safeguarding securities that we consider to be material weaknesses, except for the following matter.
Certain key internal controls required to ensure that all transactions are properly recorded, reconciled and
reporied in the financial statements did not function adequately. This resulted in the incorrect accounting
and presentation of various balance sheet accounts and the incorrect presentation and accounting for the
transfer of a business to an affiliate. These conditions were considered in determining the nature, timing
and extent of the procedures.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC 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 material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the matter noted in the previous paragraph
represents a material inadequacy, as defined by Rule 17a-5(g), for such purposes at December 31, 2006.

This report is intended solely for the information and use of the board of directors, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies that rely on Rule

17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.

Yours truly,

M},‘t{g f’l&m P
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