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To the Members L ey A

" -Mychaels Trading, LLC U

. VERAJA-SNELLING&COMPANY S

862 Hillside - _' B T S AR R

" Elrhurst, IL 601267 1 &b T

N . L AT .

We have audlted the accompanymg statement “of} ﬁnancral condttton of Mychaels
Tradmg, LLC (an Ill1n01s limited llab111ty company) as of December 31, 2006 and the..

' related statements .of income,. changes in ownership equrty, changes in 11ab111t1es

Car subordmated ‘to claims of general credrtors, and cash flows for-the year then ended..
Our "

These ﬁnancral statements are the responsibility- of the Company’s management
responsrblhty is to express an oplmon on these ﬁnancra] statements based on our audlt

w B a
. o >
bk i - s N

We conducted our audlt 1n accordance w1th U S. generally accepted audltmg standards

Those standards requrre that we. plan~ and perform the audit-to - obtain. réasonable, - -
* assurance; 'that. the ﬁnanclal Statements are free of matenal mlsstatement' Anaudit -
' 1ncludes examining, on a test basis, ev1dence supportmg the amounts and dlsclosures in- -

the financial statements An audit also includes assessing ‘the- accountmg prmcnples used

“and 51gmﬁcant estimates made by management as well as-evaluating the overall: ﬁnancral

staternent presentat1on We beheve that our - audtt pr0v1des a: reasonable basm for our -

- - o

e . A Ty
] - . _l\".- . A . '. . .

. oplmon. T TN TP S PP S

P -
v P . ’ s
=~

. . - - ) . . - . - .
[ - - 4 5 - . - v_

In our oplmon the ﬁnancral statements referred to above present fatrly, in"all matenal
- respects, the ﬁnanc1al condltlon of Mychaels Trading, LLC as of - December 31,2006, and
the results of lts operations and its.cash flows for. the -year ended in confonmty w1th U. S

]

generally accepted accountmg prlnc1ples. : __~_-,.' - .

LI B - R
,J . [ ’- S -
.- e f -

Our audlt was conducted for ‘the’ purpose of. formlng an opmron on the basnc ﬁnanc1a1
. Statements’ taken as a whole.‘ The~ mforrnatlon contamed on pages 13 through 17 is -
presented for: the purposes ‘of addmonal analysrs and is not’ a requ1red part of the basic -
_“financial statéments, but is nsupplementary information requrred by-rule 17a-5 of the.
Secuntles and Exchange Commrssnon “Such 1nformat10n hias been, SubjeCth to the
audltmg procedures apphed i the aud1t of the- basrc ‘financial statements and, m ‘our
opnmon, is fairly: stated in all matenal respects 1n relat:on to: the’ ba51c ﬁnanc1al statements
takenasawhole » VR A - ‘

FRInY - -
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February 16 2007
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’ 9. Totalrevenue - .- ;A e Cee et R T e T8 ik . (117,245)/ 4030 | - L

By ExPENses S TR e T e T Lol S
Nt : T, SRR B A M U
sL3 10 Salaries and other emptoyment costs for general partners and vottng stockholder off$ : PR .17} PR

A1 Otheremployeecompensatlonand benerts R LRI R I S K- ‘. -

. " 12: Commissions pa:d to other, broker—dealers W e ':", CLo st 292340014140 |- el

N 13 Interestexpense .' K . ~". PR - o L S t , 96,037 |-4075 | -
: “alincludes’ mterest on accounts subject to subordlna L o faoro] e e L

S 14 RegulatOryfees and expenses ., e T e e . - 53,841 [4195 R

, . A5.0therexpenses. DTt . L Sl e 579,393 | 4100.| -~ v ¥
! 16 Total expenses Taa LR et "., AL ’ - e 1,021,611.[°4200 | g

'.-NET‘INCOME.': T T T e . T
- s .,--' . 7 ER R '. .“‘ T A_ ',1' " R '-{ g - :

v

NN

i B . g . g
- ' ‘-‘ - - -“'
. . . T a B + .
. Lo

1

- : R e ‘. X
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- . r ) s T,
Lo P . . “ . h
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SRS

tar S <

Net rncome (Ioss) before Federal Income taxes and |tems below (1tem 9 Iess item: 16 $

_18 Provision for Federal Income taxes (forparent only) . R i

. (4,138,856)

Vor e -

Equity in, earnings (Iosses) of uncomsohdated subsndlanes not mcluded above y L

" a. After Federal mcometaxes of " e M f4238]° -

' '-'20._'Extraord|nary gatns (tosses) A '_"'_-' T : :
. " .’ After Federaliicome taxes'of ~ - * 7. oo s DSJ . ——
C21. Cumulatlve effect of changes in accounttng prlnclples cAT T T i} B soo 14226 Y
- 22. Net’ mcome (loss)after Federal income taxes and extraordmary |tems S ',i- - (1 138,856)[. 42301 .° -~
MONTHLY INCOME ' "t‘.; R S '.f'-«,' e . ST T o
! L.- A - e ) .,.'. . e, :,'P. ) _";‘ ):._ n!' . ‘;".?" "‘: . «‘_, o
23 Income (current month only) before prowsmn for Federal |ncome taxes and extraordl $ L {218 674)| ‘4211 l .

: T N e . N N
-f;'-" .-,-' __; LT “"The’ accompanymg notes are an |ntegra| pan - R T S
- o . -."., e i e ofthesefnanclal statements AR ,1, ST s

: 4 "}, o . ‘»"‘:‘ s B .':' . . * . _.7.;-. , |- 4’ ] ‘;- ‘,.“:‘ X .-__'_":' :‘-"A l.,

* - ." ) i ) . ’ -- .'47-. - ot ‘- - h z;'".
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l T BROKER OR DEALER MYCHAELS TRADING LLc SR A s
SRR -;jv'-f . o Forthe perlod (MMDDY‘ 01/01/06 Sito 12/31/06 ‘
." . T L “ e I ."'. B B - ' . 8 . . IS T '5:.\ ‘\ a . - s v " .t !
e  STATEMENT OF CHANGES IN OWNERSHIP EQuity < . : /
et R (SOLE PROPRIETORSHIP PARTNERSHIP OR CORPORATION)) e L
. . o < a‘ i "l' ; ' TR S s Ll . DI y L
' o Balance begmmng of perlod T e f.f‘-,' U ,' Jeto L $ " 8262 547 4240°| +
S A Nemcome(,oss) T T T LT (1,135,856):42‘50. '
l. _,'F‘-‘ B: Addmons(lncludes non-conform:ng capltalof " P : 4262 |) e 54177 | 4260 '
- L C Deductlons (Includes non-conformlng capltal of oM 4272 |) © (481,080){ 4270 | .
. L2 ",-Baia‘nce. e'nd ofpeﬁqg_(Frori'_\'i'lle}njBOO) '.f"._‘ R S R TR 22 -’ 6,696,808-| 4290°|
P v e STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED L ST
I ' AR ?.f‘_- TO CLAIMS OF GENERAL CREDITORS ‘ - M "
'. 3 Balange, bagtnnlng ofperlod . T K ,*"‘,» L. , IR TR " - T a300 ! i
C LA Increases R LT RN T Cl S |.4310 .
ol B Decreases L -_:‘:'f_ : T T R . - 4320 -
. 4 Balance end of penod (From |tem3 1 SUREE IR N $ - s 4330 -
T ] T "r - SRR ST )
' [-" ' :‘- ! v.',' ! - [ .. --‘ .- ! -.'l
P . G e ! R N . oA PR L
: : T RN e A n B G .
v m " - W "‘ ¥ . " . ; - - k' ‘-‘ . N - S K
. T L N T s L REETAE A Yo
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FOR THE YEAR ENDED DECEMBER N, 2006

Net Income L

M'YCI-IAELS TRADING, L"Lt’:'

' CASH PROVIDED BY OPERATING ACTIVITIES

‘
N

B

o STATEMENT OF CASH FLOWS

' (1,138,856 "

N S D N ) En A EE En
- . .. -, . , . .o “ ' . . A
. . . R . . . - . ‘ . ., b
. A . . . E . - N . .
X 4 . . e . . e EE
. . e . ) - . .
<N . > “ . Toa ey -

) . . S i B K L 1
- - L ‘ L. ] M VL . h et - T :
' e . A - d . ) " :, c s . . RN .
- a - o . o] ., . L0 e - . - -
., e [N X h . . P Lot . _" . N .. .
b .o " . ) . RS o . R - L CF

._\‘l

’

Adjustments to reconcﬂe net income to net cash e
., provided by operatlng activities R
(Increase)fdecrease in assets
. " Receivable from brokers or dealers- clearance .
v ‘Receivables from brokers or dealers-other C .
C s Securites and spot commodities owned . 5 N .
R Exempted secuntles I LI P (295292)"'
' Coptions: - oo T e T T T 7580
A . Securites . - . o U0 e cie e e 10,334,393
-~ - "Securities and other investments - . . . e DT
Increasel(decrease) inliabilites .~ - " ... T ' ' .
- Payable to brokers or dea!ers other ' o
Secuntnes sold not yet purchased
e
Net cash from operatlons '

7 (3,072,846)
S @420)

¥ (148) "

CASH APPLIEDIPROVIDED TO FINANCING ACTIVITIES 'j

Membercontrlbutlons L , ST
Member,dlstnbutlons Co e e

U sAATT

Net cash from f nancung

-(207) -

L (BA02312)

Tl (481.060) ¢

e Tl T (a26.883).

o NET INCREASEJ(DECREASE) IN CASH It UL SR PCC 0 L

| _--CASH AT BEGINNING OF PERIOD T T e T 15,000
: CASHATEND OF PERIOD L T ki s 45,000
o ,‘:z . -:.'"I', e - 3 IR INTER_EST_PAID._ - ‘ .- - $ , 96.037
o . The accompanymg notes are an mtegrat' e
. T T part of these fnanmal statements T
B _"' e ' - - . v . _9_ -
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007 U7 NOTES TOTHE FINANCIAL STATEMENTS

.generally accepted accbunting‘priné:iptes; Substantially all of the C
‘marketvalue... ... . ot e

" NOTE 2~ SECURITIES TRANSACTIONS =+ - - b ..
* trade date basis. Commissions and related clearing expe

* recorded net on the statement of financial condition. ~ © “t ¢

' NOTE 3 — RECEIVABLE FROM AND.PAYABLE TO BROKERS OR DEALERS -

o MYCHAELS TRADING, LLE
1. (an lllinois limited liability company)

,.-"* . FORTHE YEAR ENDED DECEMBER 31,2006 '%.- .

 NOTE 1 ~'SIGNIFICANT ACCOUNTING POLICIES . - - ' * -

5 1. . "t

" Mychaels Trading, LLC (“the Company”) was formed in the state of llinois on October 24, 1994, The Company isa |
_ -proprietary trading company whose business purpose is to buy and sell securities and commodities for the Company's
individual members. As a Limited Liability Company, the Company has a finite life and will cease to exist on October *

[N

21,2044,
Efféctive July 27, 2006, the Company was approved as a cofporate member of the Chicaéq'Mér_chhtile Exchange, Inc.
(“CME") Under CME rule 106.R — Electronic Corporate Member Transfers. . ' e EEREE A

4

'Basigc;fﬂ_\ccdqﬁting' o T e

The Company's financial staterents are prepared on the-accrual basis of accounting, which conforms to U.S. .
ompany’s assets and liabilities are carried at fair

! P g
. R ES fe . L . ) i
e T, s N . b, s .

vl

" " Cash Equivalents. LTl T T

. For the purposes of the statement of cash flows, the:Company's policy for defining cash equivalents are certificates of =~ -

. deposits and U.S. government obligations with an original maturity date, when acquired by the Company, of less than
90 days and those securities registered under the Investment Company Act of 1940 which are comprised.of cash and

" other short-term debt instruments and commonly referred to as “money market funds.” T

“ . . v E . SoarT e

PN T

* Accounting Estimates - T R P AP R

" The pfeparatiOn of ﬁnéncial'statefné'nts_in bonfdrmjty with UiS‘."geheraHy,éccepted 'acc':ounting prin(;ibl,és‘requires' Lo

managemerit to make estimates and assumptions that affect the reported amounts of assets -and liabilities and

I disclosure of contingent assets.and liabilities at the 'date‘éf'the f_man'ciél statements and reported arriounts of revenues - ‘
.an@expenses‘dui'ing'the reported.pgriqd.'Ag:tu_'a!‘re'sults could differ from those estimates.” U T

T . .t
IS

- Prc;prietary'securitié'_s transactions in regular-\.v‘ay.tlrades aré-recorded on the-_tr'éde date, as_,if‘the'y had settled. Profit

" “and loss arisingfrom all securitigs transactions entered into for the account-and risk of the Company are recorded on a

r énses are recorded on a trade-date basis as securities
transactions occur. Marketable securities are carried at market value. - * ~ oL
D - s N . 'J N ' . [ N . ’ -

- Amounts _receivablé and payable for securities transactions that havé—not;reaéhea their.contractual settlement date are
o T - \'“' . . -',Iv‘ , LA ., .

Y

- Under SFAS i15, securities fhat are bought and held priﬁ;;ipally‘_fo'f t'he; purpose of selling t_ﬁem"in‘ the near term (thus . o

held only for a short timé) are classified:as trading securities.* Trading generally reflects active.and frequent buying

and selling; and trading securities, are generally used with the objective of generating'profits on the short-term. .. < -

‘

" B Dol . L . . [ . N age ¥ N . apse
. differences in'price; The Company classifies all securities as trading securities, N T ST R

Fl
[N

-Amounts receivable from and payable to brokers and deaers at December 31, 2006 consist of the jglquin'g:,- o

- ATy
A . . " LI
s V . AT e Tt -
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S ‘ BEERGASR o A R lieceivable"" : ;,l"a'y' able’, RSN
S .Due from cleanng firm < clearance L":i $5 793 810 RS U - - L
Dué from cleanngﬁrm other 11,933 - L = 5283 A I

‘I'-. “ | ,'_' ‘;\ Total .. ;_'.~.' mlﬁ_ﬁ § - _5_2§§ N T :
1

. R I Lt
Rl - . ; - [ _"t‘,, 4
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Lon . .1 s Lo ) , . PN
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NOTE4 FINANCIALINSTRUMENTS ;'- R '1’:'
? . ..-_‘ . '.,,_. . x..' . - h.' -‘1 «'.._"_ ‘-

.

Denvatrve fi nancral |nstruments used for tradrng purposes prrncrpally exchange-traded optrons are carrled at quoted
“marketvalue: . i, A TIRE I S - _ S S e

. . It . -
[ s, . -, 2 . -. P . ..
[N

B N Derrvatrves used for economrc hedgrng purposes mclude purchased optlons Unreallzed galns or Iosses on these T- e
SRR denvatrve contracts are recognlzed currently in the statement of i mcome as trading revenues. The Company does not o

am - - ‘apply hedge accounttng as defined in FASB Statement No. 433, Accountrng for Derivative. lnstruments and Hedgrng

l.- < - Activities, as.all financial mstruments are marked to: market wrth changes |n fair values reﬂected in earnings. ’ - I
- Therefore the: drsclosures required in paragraphs 44 and 45 of the Statement are generally not appltcable with respect
R tothesefnancraltnstruments L T S el .o

L 4 ~ . 1 o .
4 \.Jr . ’ Yo

Farr value of optrons contracts are recorded in securltres owned-or securrtres soId not yet purchased as approprrate !
Premlums and unrealized gains and: losses for wntten “and purchased option ¢ contracts are recognized grossinthe . -+ . ;.-

r

statement oft‘ nancial condltlon The' followmg table- drscloses the approxlmate fair values of derivative financial - ": : -';’j
l " instruments held fortradrng as of December 31 2006 as well as the approxlmate quarterly average falr values of ’
. s denvatrveshelddunngZOOS T AT LRSI S . R

. " o R ' ST Décember"_31,~ L 2 Averagedurtng e ECE «"
l- EPPIRPEIE T o T LT 'r) 72006 L 20087 L o T e Y

S e . Equrtyandlndexoptlonsassets ’ $ 6332592~ . $ 11503579 UL T S
1 R Equrty and Index optlons lrabrlmes o 5808 293 8509 449 R e
l " A I s * N : _ *
l NOTES FEINANCIAL INSTRUMENTSWITH OFF BALANCE SHEET RISK . I e

ln the normal course of busrness the Company engages |n tradlng actrvmes In connectton wrth these actrvrtres
- % unsettled trades and sales of securities not yet' purchased may expose the Company to off—balance sheet credit risk as
l -« aresultof market ﬂuctuattons The Company enters into, various transactions involving derivatives. and other oft - .
‘balance sheet fi nancral mstruments These fi nancral instruments include ‘exchangé-traded optrons ‘and securrtres . .
purchased and- sold on'a when- issued basis. (when-issued securrtres) “These derivative frnancral rnstruments are used v

¥ = “to conduct’ tradtng actrvrtres and manage market rlsks and are, therefore, subject to varyrng degrees of market and ¥ -
l .credit risk. Derlvative transactlons are entered |nto for tradlng purposes or to economrcally hedge other posrt:ons or oo
'_ transactlons s el LY SR ‘ AP - e
'l ' When |ssued securltres provrde for.the delayed deltvery of the underlyrng rnstrument As a wrlter of optlons the oo
| . Company receives a premium in exchange for giving the counterpart the right to-buy.or seII the security at a future date SR

: -ata contracted prrce The contractual or notronal ‘amounts related to these financial, |nstruments reflect the volume and .
. I *, r~activity,” "but do not reflect the amounts at rrsk The'credit risk for options and when |ssued secuntres is limited to the”

3 ..unrealized market valuatlon gains recorded in the statement of finaricial condition. Market risk is substantlally R
o dependent upon the! value of the:underlying fi fi nanmal mstruments and |s affected by market forces such as volatllrty T

~and changes in‘interest and forelgn exchange rates T o ST e
) l S ln addrtron the Company has sold securltles that tt does not currently own’ and vv|II therefore be obllgated to purchase ) ‘

. such securities at a ‘future. date. The:Company has recorded these obhgatrons in the financial statements at December -.
31, 2006 at market values of the related securrtles and erI incur a loss if the market value of the secunttes rncreases
subsequent to December 31 2006 R N T L P T e

TR
- \- -k Al

. .- v Y *‘.‘.‘ v, "‘_:i" S .
The Company‘s tradlng actlvrtres are transacted on a cash basns in connectron wrth these actrvrtles the Company ‘
.t executes transactions involving the sale of secuntres fot. yet purchased “Sich transactrons may expose the Company R

to srgmf cant off- balance sheet rrsk in the event cap:tal reserves are not sufF crent to fully cover losses that may mcur

.
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The Company seeks fo. control the’ rlsks assoctated with its tradtng actwrtles by monttonng tradlng markets dally : - .
addttton the Company establtshes credlt l|m|ts for such acttvutles and monltors compllance ona dally basis. ) o

. PR ... - A Y
v . - . B L

.’l s . . .
. R PR

Concentrations of Credrt Risk S Y P A
' e The Company |s engaged in varlous tradlng and brokerage actlwtles wrth counter partles. pr:manly brokerldealers in™ .
.. thé vent counter parties do- not fulfill their obltgatlons the Company may be-exposed to risk. The risk of default '
tr depends on the creditworthiness of the counter’ party or issuer of the tnstrument It is. the Company s pollcy to revuew

- 7
-
-t oA !
-
¥
2
.
.
.

- P

. P
§ - . P
. »

- as necessary, the credit standmg of each counter party B _‘. o
i NOTEB NET CAPI‘I'AL REQUIREMENT ;' i .:-: ‘

.-

. . "'At December 31 2006 the Company s net capltal as computed pursuant to the rules of the. Chacago Stock Exchange
- was $4 742, 491 whlch was $4.642, 491 more than the mlnlmum net capltal reqmrement of$100 000 B

] N .
,

NOTET INCOMETAXES S -,'. 3-';- ._;'.__.‘-_-; .;. A ', A
| :';‘w',-.'-'-'-The Company has elected to be taxed asapartnershlp. therefore the tncome or toss of the Companyﬂows dlrectly to' e
e ,'-“;the members and any mcome tax consequences are- reportable m the mcome tax returns of the members N C -
l .-‘NOTEB INVESTMENT IN CLEARING COMPANY L RIS o _: ‘»'j.g : {'-_ SR ;, Ce T
N DRSS R o o0

B The Company have Jo:nt Back OfF ice (“JBO") clearlng agreements W|th Goldman Sachs Executlon & Clearlng, L. P B
v 1 “GSEC™and Penson Fmanmal Serwces “Penson.” The agreements allows JBO parﬂcrpants to receive favorable EEINS
-+ * . margin treatment as compared to the full ‘customer margin requrrements of Regulatlon T~ As part -of this agreement ‘
F  the Company has mvested $10,000 in a. GSEC partnershlp interest and $50,000 in a Penson partnership interest; . The
-y Company's investment in GSEC'is reflected in “Secdrities and/or’ other mvestments" in the statement of, ﬁnancral ’
’ --condrtton ~This invéstment is carrted at cost,,and under the’ agreement would be returned to the Company in the event '

Cavs

X the JBO arrangement is termlnated less any accrued costs or expenses St T i e T
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NOTE9 OTHER REVENUE AND EXPENSES e L T T
h Otherrevenue as follows _ ".,:_ ‘ _' * R A L

T F*, L ', . ,. Dividends . . ' . . s 120 784 L e, T
CoL s TS Vointerest. T T .'-_,_'. T 147,748 ‘_ e E T

Ll v a i, SiSinterestrebate: L 130,900, T :
e ST . .SiSrebate . ° o ; e - 62837 AR
Wl T © el Otherincome '. vl el __Ii.@ Tt e

T S S Total et .*s:,'g-;_iggggg ‘ ‘_' .."": S

N ' -, v -~ - o

., Other expenses as follows: - B S S ST AT UC N S

- : Pl Lo » - - Pl - . x - R -, M a
. Vo . . [ . . n -

5
)
.-‘4'.

-f'_"'-'».-'Corporate ey __$‘ CA7734, T el
' : T Communtcattonanddatacosts o 62;594 ‘-.",.‘ R

> .
4‘-
N o
PR
N
B o
-
+
.
-
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-

R A U . Dividends". e 130595 DA T L O P
s PN . . . .. “ ‘e [ T PR T . LI
. A A Occupancy T T 598“ PPN e
. Tt ) " - r ' - et :‘."‘_.'\ . .. “"' y ‘." o . . . v "
B I O - % Personnel - - s 367,-872. L
.- ) oL L. - R ' L. . B - Ty e PN . oL .
‘o . - . -_.‘_ s N . . ", B Lt e - R - N s ) - N ot L e,
s Cotw S R Total. »‘ . T .
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s L FINANCIAL AND OPERATIONALCOMBINED UNIFORM SINGLE REPORT
' T INREDTLAPRRCE . PARTIIA - N I L
e eROKER OR DEALER MYCHAELS TRADING LLC ' 12;31;%

I l=:“ -'.'. e ) ;- l. - A
3

.

6. Deducttons andlor charges ] s .
A Total nonallowable assets from Statement of Flnanc:al Condltlon (Notes B i
. . B. Secured demand note deﬁciency W - - ;
;_‘-' C. Commod|ty futures contracts g5 ws
PR propnetary capltal charges : N '-"-‘ B
e D. Other deductlons andfor charges Lo
kg Other add:tlons andlor allowabte credlts (Llst)
8. Net cap|tal before halrcuts on securities pOSltIOI"IS
9 Halrcuts on securmes (computed where appllcable
pursuant to 15c3 1 ) S TR
A Contractual secuntles commltments

TN 1 Totai ownership equ:ty from Statement of Fmanmat Condmon . 5 . "21'6,696.808’- AN
l 2. Deduct ownership equity not atlowable for Net Capltal S IS LT Taage] o
; 3: Total ownersh:p equ1tyquat|fed forNet Capltal PP . LAt 6,696,808] 3500 - -0
LA A PR e e e S et
- ‘ A Llabllltles subordmated to cla:ms of generat credltors allowable |n computatlon of net cepatal Lol L 3s20) e
: l T 'B Other (deductlons)oraltowable credits (Llst) 4 T BN R At -,";__,w-"; RN T R P
‘. S '5 “Total capital and allowablé subordlnated liabiliies™ """ "Ny B '_"*'g S 6696 gos]3530]" . .- 2

.
e-
N T e

k]

[,

w

“

NI
-

S

SRR : Subordinated securities borrowmgs”. RN
v C Tradlng and investment secuntles LA
BN Az Exempted secunttes 5..&_ X N
L 2, Debt securities S
~ 3:0ptiéns » . S B
"4, Other secuntres oy .3‘ 1,663,721
‘ v -

D Undue Concentratlon‘ ; ; !
= - .E. Other- (List).” o Loss To Convert
Tt 10 NetCapttal e R

- "106,689-

1,770410)[3740] .
4.742.401 :

2
=
.z
-3
i
-
‘Q.
-3
X
[
l"‘
5
m.
m.:
—{n
rn
E
Z
m.
o
IIJ

\ T BLOCKAGE CHARGE‘ T
oo T INVESTMENT N BROKER DEALER

B
n‘ "b LR

: e Reconciltatlon of the audited computatlon of net capital and the
Company $ unaudlted FOCUS report, ae f‘ led

'.,’ A

i

[

g -‘- -!-“l-. ‘-‘ - - -
L " - B s
. - e . - TN .. P
s o - el X
. e L
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‘!_J P

Add Other revenue reclassﬂ' ed as tradmg ganns N —' -

Less ,Other. revenue reciassifed-as trading gains T

Add Interest expense rectassnf ed as Other- expenses .

Less Interest expense rectessn‘" ed as Other expenses
f -

Net capltal per audlted f nancnal statements
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1‘M|n|mum net’ capltal reqwred (6-2/3% of. llne19) e

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

e
e

.'ll . * .i” T " B . . -
[ I e, e P ', A K - V. T ‘. o K 3 . .
CPARTA b e T e -._._.-; T

.8

352

|3756|

o o 12 Mlnlmum dcllar net caprtal requurement of reportrng broker or dealer and mrnrmum net caprtal reqmrement .
R - of subsrdlanes computed ln accordance wrth Note (A) ERIE --_ : S -100,000 3758 S
l'l o 13.=Net capital fequirement (greater of Irne 11-0r12) . ©$ - 100.000. 3760] |
‘ i 14, Excéss net'capital (line 10 less 13 ; e, e .8 £ 14,642,491-| 3770|" .
B : 15; Excess net at 1000% (Ilne 10 less 10% of lrne 19) $ 4,741,963 |.3780] ..
l SR -;_é. s _1 o v LcompurArlon OF AGGREGATE INDEBTEDNESS ‘ R
L Nt TotalAl Ilabrlmes frcm Statement of Flnanmal Ccndrtron _'-_,‘_. }, B $ T et 5,283 | 3790[ .
I »- - A7, Add . W . ."‘ - oot ’.- A . :-._-" 71.,‘ i - R . ' N
., oA Drafts for |mmed|ate credrt e Lo e $ [3800| T
o oo . B. ‘market value of securltles borrowed for whlch no equwalent Ve - . B . o

.= . L value is pald or credrted L '. e R 3810 . o

l '* . _’C.Otheér unrécorded amounts(List) ° L e T - 138208 (0 - - L 0 |3830)
(W7 49, Total aggregate indebtedness ’ ""» . AP I - 5,283 13840] . -

t ", 20. Pefcentage of.aggregate mdebtedness to netcaprtal (lrne 19/ line 10) LT :.-'% : 0.11%] 3850 _
l ST 21, Percentage of debt to debt equrty total computed i accordance wnh Rule 1503-1 (d) - % .. 0.0] 3860/ .
e ) ' R COMPUTATION or= ALTERNATE NET CAPITAL REQUIREMENT T
- e '; R T e S T L S
' Sy 22 2% of combmed aggregate ‘debit’ |tems as shown in Formula for Reserve Reqwrements pursuant to Rule N b b
N 15¢3-3 prepared, as of the date 'of the net capltal computatlon mcludmg both brokers or dealers A Lo .
l 1 ", - - and consolidated subsidiaries’ debits - J SR S ot ~.0[3870] + o
o 23 Mrmmum dollar netcaprtal requrrement of reportrng broker or dealer and mlmmum net capltal st e T v o
T 1‘ requarement of subsrdranes complited in accordance with Note (A) ’ . 8. Lol 7| 3880 A
l T 24, Net captial requirement (greater of-line 22 or 23) LT G s §T - ->[3760] .

<. . 25 Excess net capital (line 100 less 24) . >+ . -, i AR NIRRT . 13910]- -
e < 26. Netcapltal mexcessofthegreaterof SO Tw e R _ o
l . 5% OF COMBlNED AGGRETATE DEBIT ITEMS OR $120 000 S 'f.-.“"' PR B . J3920] o
' JeoE - C o A A LT,
13 :;' o KRR “‘. o L e . N 5. . g o k ‘*‘ - -)
ll b NOTES U i : e el L S B ST .
B . (A) The mlntmum net capltal requrrement should be computed by addlng the mlnlmum dollar net capltal requrrement L 5
, e of the reporting broker déaler and, for.éach’ subsrdnary to be consolrdated the greater of: ¢ .' I : o =T
IR . Mintmim dollar net capital’ requrrement or = -7 - . R
. l IR “ 2.6-2/3% of aggregate indebtedness or 4%of. aggregate deblts |f alternatrve method tS used . R .
o (B) Do not. deduct the value.of secuntres borrowed under subordlnatlon agreements or secured demand note N I ‘ A
R covered by subordrnatlon agreements not i in satlsfactcry form and the market values of membershlps in BT A
l e exchanges contnbuted for-use of company (contra to rtem 17400) and partners secuntles wh:ch were _‘; i . RO
R |ncluded in non-allowable assets T (- . K LT RS
|‘ _-' o (C) For reports filed pursuant to paragraph (d) of Rule 17a-5 respondent should provrde a lrst of matenal e R
; l S e non-allowable assets ) B PR SV TR oo
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R MYCHAELS TRADING, e s

. COMPUTA "_IQN=FOR DETERMINATION OF RESERVE REou
e T PERSUANT TO-RULE 15¢-3 2
Sy ;" f7i -"'as of December 31 2006 S
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SN PERSUANTxTO RULE 150-§
S as “of December 31‘,.2006’ b

s The Company d|d not handle‘any proprretary accounts of lntroducmg brokers ' " '; e

Ll dunng the year ended December 31«-_2006 and: does not have any PAIB, e e T :

t_ e

accounts.uj‘j,_'._; S e L LR e

RS RN MYCHAELS TRADING LLC oo
iNFORMATION RELATING TO THE POSSESSION OR CONTROL

N B
. . .- N

;

»

T j SRR - REQUIREMENTS UNDER RULE15c33
ST -.-_;1{';-?;.‘.—' alr s ofDecember31‘, 2006 ‘—

.
i.“
L
N

The Company d|d not handle any customer cash or securltles durlng the year
ended December 31 2006 and does not have any customer accounts _ '
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. INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING CONTROL "+
REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION RULE 172-5. "

. VERAJA:SNELLING & COMPANY

‘ Cei'ti'ﬁ'ed‘_Public Accbuhtants,& Business Consultants - L
o ! L P SO . L B PR

567 James Court, Glondale Heights, 1L, 60139-3206 ' Phone (630) 7904269 - Fax: (630) 5474112 "~

,_".., . -

Lo Tothe Members - . - s Lot T
Mychaels Trading, LLC - .76 T 0o T

862 Hillside: - - -t e T Tt T

 Elmhurst, IL 60126~ - "t CTEL e e

Ty

In.-lpla-nhihng-'ﬁnd pérfonniﬁg oiir audit of the finaricial stqte%nents o_i‘ M'ychaéls_ Trading, f.

. LLC for the year ended December 31, 2006, we considered its internal control structure,
;. including procedures. for safeguarding securities, in- order .to-determine our auditing.

."" We also made a study- of .the-pi'acti'ces‘and procedures followed by the' Company in- -
making the periodic computations of aggregate indebtedness and net capital under rule -. *
“17a3(a) (11) and -the, procedures ‘for determining compliance with the exemptive .
" provisions of rule' 15¢3-3.. .We did not review:thé ‘practices and procedures followed by -
. the Company in making the-quaterly securities examinations, counts, verifications, and -

¥

3

procédures for the purpose of expressing our opinion on the financial statements and not -,

‘to provide assurance on the internal control structure.” -

' ’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

w - of the Board of Govemors of the Federal Reserve System, because the Company does not - -
' < carry security accounts‘fgﬁf customers or perform custodial functions relating to customer’, -

TToactivities. T T T o v

. !

» - Thé 'ma'r';hg@mg:nt of r_th@a"Co‘r'npar‘ly»‘, is respo,_nsib'lc' for e‘étéblishiﬁg gmd‘ iaintaining -an-

.t irequired o’ assess the expected .benefits and related costs, of intérnal control structure )
' ‘policies and procedures and of the practices and -procedures referred to in the preceding v.

' internal control structure and ‘the practices and procedures referred to in the preceding

paragraph. In fulfilling this responsibility, estimates and judgments by managenient are

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 proyide .management
_with reasonable, buit not absolute; assurance that: assets for which, the Company has =
responsibility are safeguarded against toss from unauthorized use or disposition.and that: -
" transactions are executed-in accordance with management’s authorization and.recordéd -
" properly to_permit preparation of financial ‘statements in ‘conformity with U.S: generally,
- accepted accounting principles.. + S S oo

L
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s Rule 17a-5(g) lists ‘additional ,515jéi:_ti_ves_
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of the practices. and procedures listed in the

i, preceding paragraph:t VS s e E T T e e

- 7.+ ifregularities in' amounts that would be matérial in relation- to’ the financial .statements

A

- . , . .
. . -

o - " “.were.adequate at.Debember3_1',,2006;§t‘o-m'e§:t the Commission’s objectives.; & .- -

e . Tt S Doe, AR

- " Because of inhetent limitations' in ‘any internal control structure

' . This réport i intended’ solely for the usc of management, the Securities and Exchange, " ©

1" Rule 17a-5(g) under the Securities

= .-Glémm,fﬂ_mié@i; L

I3

. I tation: or the practices ‘and .
-~ " procedures referred-to, ab_()ve','e_i'ro'r’s. 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- =~ -7

. may become"-inadequate. because’ of. changes: in conditions or that the effectiveness of - . .
. théir design and operation may deteriorate., - = -~ - " T

""" ‘Our consideration of ‘the Iiﬁpcmal__édntrol' 'strﬁ'_ciure'-wéi;_ld not necessarily ,é'liscjo'-sé‘-a]l"

. matters in. the_iriternal qontrcil structure that rhight be material --weaknesses - under - -

.+ ~. standards .established by -the - American: Institute_of Certified Public “Accountants. A v

" material weakness.is a condition-in which the design or operation’of the specific internal . - -
~ _control stnicture elements doés not reduce to a relatively low level the risk that errors or-, =~ .-
L _being audited may occur and not be detécted within a timely-period by employees in the .
* - nérmal ‘course .of performing their assigned functions. However, ‘we noted no;matters™ =
. “involving the, internal control structure that we consider to be material .weaknesses as - .
“defined above.,” . IR R AT

\

. 'We undefstand that practices and procedures that accomplish the objéctives referred toin =~~~ 0. ;
"+ thie-second paragraph of this repoit 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‘procedires that do_not accomplish such objectivesin -
all -material respects-indicate a material inadéquacy for such purposes..: Based"on this: " . .
.*. "understanding and on‘cur study;.we believe that the Company’s practices and procedures™. "

oml " . et . .

" Comimission, the Chicago Stock. Exchdnge, and -other _ﬁggu]atbry,'agqﬁciqs which'rely on _
.and Exchange Act of 1934 and Shql_lld"-'not_ beusedfor |- -7 < :
. any.other purpose. » .* . VR e s T T
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