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A. REGISTRANT IDENTIFICATION
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!

NAME OF BROKER-DEALER: . Reuters Transaction Services LLC . - [OFFICIAL USE ONLY

ADDRESS OF i’RlNClPAL PLACE OF BUSINESS: (Do not use P.Q. Box No.) ) B i FIRM L.D. NO.

3 Times Square
(No. and Street)

New York, New York 10036

i

T (City) {State)
|

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT lN REGARD TO THIS REPORT
. Thomas Venezia 646-223-7742 e %

B. ACCOUNTANT IDENTIFICATION ~ - €0
B PP \ l'm_

'lNDEPENDENfT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

: PricewaterhouseCoopers LLP ?7 : G\N—

+ (Name - if individual, state last, first, middle name) /

!‘ 300 M_adlson Avenue New York, New York 1001? "

{Address) (City)
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CHECK ONE:

bk Certified Public Accountant -
O Public Accountant

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be coveréd by the opinion of an independent public accountant
" must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e}(2)
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OATH OR AFFIRMATION

I ' . Thomas Venezia ‘ , swear (or affirm) that, to the best of

my knowledgc and behefthc acgompa ngnng&nanglgg’titementirg supporting schedules pertammg to the firm of

Reuters n ces

of . Decemher 3l , 20 &, are true and correct. [ further swear (or affirm) that

neither the cor_'npany 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:

! ) 1gnature

%

Managing Principal

W /‘/4 : | ' . Title

SHMRUEL R. BULKA

Notary Public NOTARY PUBLIC, STATE OF NEW YORK

. . 1D No. G2BU5022855

This report **.contains (check all applicable boxes): QUALIFTED IN NASSAU COUNTY
4 (a) Facing Page. - MY COMMISSION EXPIRES 01/18/2010
¥ {b) Statement of Financial Condition.
X1 (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. _
X (o) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
] (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
KX (g) Computation of Net Capital.
8 v Comp'utation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
4.0 6! lnformatlon Relating 1o the Possession or Control Requirements Under Rule 15¢3-3.

O o A Rcconcﬂnat:on including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computatlon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O A Reconciliation between the audited and unaudlted Statements of Financial Condition with respect to methods of

consolidation.
ﬁ {) An Oath or' Affirmation.
[ (m) A copy of the SIPC Supplemental Report.

0 ma report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conquns of confidential treatment of certain poruons of this filing, see section 240.1 7a-5(e}(3).
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PRICEAVATERHOUSE(QOPERS

PricewaterhouseCcopers LLP
PricewaterhouseCoopers Center

300 Madison Avenue

New York NY 10017
Telephone (646) 471 3000
Facsimile {813) 286 6000

Report of Independent Auditors

To the Member of
Reuters Transaction Services LLC

In our opinion, the accompanying statement of financial condition presents fairly, in all material
respects, the financial position of Reuters Transaction Services LLC (the *Company”} at December 31,
2006 in conformity with accounting principles generally accepted in the United States of America. This
financial statement is the responsibility of the Company's management; our responsibility is to express
an opinion on this financial statement based on our audit. We conducted our audit of this statement in
accordance with auditing standards generally accepted in the United States of America, which require
that we plan and perform the audit to obtain reasonable assurance about whether the 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 statement of financial condition, assessing the
a?:counting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit of the statement of financial condition .
provides a reasonable basis for our opinion.

MWMM

March 27, 2007




Reuters Transaction Services LLC
_ Statement of Financial Condition

December 31, 2006

Assets
Cash

Receivables from clients, net of ailowances for doubtful accounts and for credit notes

Uﬁbilled revenue
Deferred taxes

Other assets
v Total assets

Liabilities and Member's Equity

" Liabilities

Due to affiliates

Other liabilities

i Totat liabilities
Commitments and contingencies (Note 2)
Member's equity

! Total liabilities and member's equity

i

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

2

$

$

$

$

7,532,698

1,471,452
657,000
151,300

16,533

9,828,983

1,220,136
360,042

1,580,178

8,248,805
9,828,983
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Reuters Transaction Services LLC
Notes to Statement of Financial Condition

_December 31, 2006

Organization' and Nature of Business

Reuters Transaction Services LLC ("RTS" or the "Company”} is a wholly owned subsidiary of
Reuters America Holdings, Inc. {the “Parent”), which is a wholly owned subsidiary of Reuters
Group PLC, a U.K. corporation. The Campany is a New York limited liability company that is a
Securities and Exchange Commission (“SEC"} registered broker-dealer and a member of the
National Asscciation of Securities Dealers, Inc. ("NASD"). RTS is also registered as an Introducing
Broker with the Commodity Futures Trading Commission ("CFTC") and is a member of the National
Futures Association ("NFA"). The Company’s primary business acfivity is providing clientsa
communication network enabling broker-dealers to receive orders from their institutional
customers. In connection with providing these services, RTS does not take proprietary positions or
enter into transactions as a principal. The Company also provides software applications to
customers on a subscription basis. These software applications enable broker-dealers to manage
distribution of indications of interest to institutional customers.

The Company receives privately negotiated per share fee income as well as subscription income
from each receiving broker-dealer.

As further described in Notes 4 and 6, the Company is a member of a group of affiliated companies
and has extensive financing transactions and relationships with members of the group. Because of
these relationships, it is possible that the terms of these transactions are not the same as those
which would result from transactions among whally unrelated parties.

Significant Accounting Policies

Revenue Recognition

Revenues related to indications of interest, advertised trades and executed trades are based upon
product usage and are recognized on the date the client enters into the respective transaction.
Technology and software product subscription revenue is recognized on a straight line basis over
the subscription period. Where contracts allow the Company to recharge the costs of
communications, supplies and exchanges onwards to subscnbers these recharges are recognized
as other revenue in the statement of income.

Allowance for Doubtful Accounts '

An allowance for doubtful accounts is maintained for any lndl\rldual client account where recovery
is in doubt. The allowance is reduced by chargeoffs and is either (a) increased by provisions
charged to expense or (b) reduced by the release of such provisions when there are changes in the
status of the individuat client accounts. At December 31, 2008, the allowance for doubtful
accounts, included net within receivables from clients in the statement of financial condition, is
$58,855.
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Credit Note Allowance

A credit note allowance is maintained to cover customer billing disputes that arise during the
normal course of business. The allowance is reduced by credits issued and is either (a) increased
by provisions charged to expense or (b) reduced by the release of such provisions when there are
changes in the status of the individual client accounts. At December 31, 2008, the credit note

" . allowance included net within receivables from clients in the statement of financia! condition, is

5115,000.

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes.” The statement requires that deferred taxes
reflect tax consequences in future years of differences between the financial reporting and tax
bases of assets and liabilities. A deferred income tax asset or liability is determined by applying
currently enacted tax laws and rates to the temporary differences. A valuation allowance is
recognized if, based on the weight of available evidence, it is more fikely than not that some or all
of a deferred tax asset will not be realized.

For federal, state and local income tax purposes, the Company's income is included in the Parent's
consolidated income tax return. Pursuant {o a Tax Aliocation Agreement with the Parent, the
Company determines its tax expense principally on a separate company basis.

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 revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Concentration of Credit and Busmess Risk

The Company's principal business operation is providing a communlcatlons network in which
broker-dealers receive orders from their institutional customers. As a result, the Company is
inherently subject to market fluctuations in its conduct of business.

The Company places its cash in large financial institutions. At December 31, 2006, substantially all
of the Company's $7,532,698 cash balance is heing held at one financial institution. This cash
balance is not insured. .

Commitments and Contingencies

FASB Interpretation No. 45 (*FIN 457), “Guarantor's Accounting and Dlsclosure Requ:rements for
Guarantees, Including Indirect Guarantees of Indebtedness of Others” requires the disclosure of
the representations and warranties that the Company enters into which may provide general -
indemnifications to others. The Company in its normal course of business may enter into Iegal
contracts that contain a variety of these representations and warranties which provide general
indemnifications. The Company's maximum exposure under these arrangements is unknown, as
this would involve future claims that may be against the Company that have not yet occurred.
However, based on its experience, the Company's management expects the risk of loss to be

- remote.
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Recent Accounting Developments

In June 2006, the FASB issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes”

{"FIN 48" or the “Interpretation”). FIN 48 provides guidance for how a Company should recognize,
measure, present and disclose in its financial statements uncertain tax positions that a Company
has taken or expects to take on a tax return. The Interpretation substantially changes the

- accounting policy for uncertain tax positions and could result in increased volatility in the

Company’s provision for income taxes. FIN 48 also revises disclosure requirements, including
requiring a tabular presentation to reflect the roll-forward of unrecognized tax benefits.

On January 1, 2007, the Company adopted the provisions of FIN 48. The adoption of provisions of -

the Interpretation had no impact on the Campany’s financial statements.

Due to Affiliates

Due to affiliates represents the net of fees for services and other fees owing to affiliates that
provide the Company with services and software that the Company in turn provides to clients. It
also includes $447,983 that is payable to Reuters America LLC (a subsidiary of the Parent) relating
to federal, state, and local Income taxes that are calculated on a separate company basis (Refer to
Note 2).

‘Income Taxes

The deferred tax asset amounting to $151,300 as of December 31, 2006 is predominately the
result of recognizing allowances for doubtful accounts and for credit notes for-book purposes and
their deferral for tax purposes. Management believes that it is more likely than not that the
deferred tax asset will be realized: therefore, no valuation allowance was recorded for the deferred
tax asset as of December 31, 2006.

Related Party Transactions

In the normal course of conducting its business, the Company is party to various transactions with
the Parent and'its affiliates. The following is a summary of those transactions.

The Company has a local vendor agreement with Reuters S.A. for highly specialized services and
software predominately representing order routing, indication of interest and related services to
clients in the financial services sector.

The Company has a services agreement with Reuters America LLC for facilities and support
services. Other affiliated entities also provided the Company with certain general and
administrative services including legal, financial, sales, back-office support and other corporate
functions. The affiliated entities do not charge the Company for the aforementioned services. The
Company also provides fransaction services to certain affiliated entities at no cost.

The Company maintains intercompany accounts with both Reuters Limited (a subsidiary of Reuters
Group PLC) and Reuters America LLC, for the settlement of intercompany transactions of which
outstanding balances of $1,023,265 and $196,871 respectively, were included in due to affiliates
on the statement of financial condition.

The Company may lend excess cash balances to Reuters Limited, for which there are no specific
repayment terms or final maturity. In addition, the Company may also borrow cash under the same
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arrangement. The Company is charged interest on amounts due to Reuters Limited. Interest
receivable on excess cash, and payable on both borrowed cash and due to Reuters Limited, is
calculated on a monthly basis at quoted US dollar deposit rates for excess cash balances. Interest
on amounts borrowed is computed on the quoted US dollar deposit rates plus a margin
approximating .575%. At December 31, 2006, this interest rate was 5.575%.

Regutatory Compliance

" . The Company is subject to the SEC Uniform Net Capital Rule 15¢3-1 (the “Rule”), 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. At December 31, 2006, the Company had
net capital under the Rule of $5,852,520, which was $5,847,175 in excess of its minimum required
net capital of $105,345. The Company's ratio of aggregate indebtedness to net capital at
December 31, 2006 was .27 to 1.

The Company is also subject to the net capital rule of the NFA, whose requirements are effectively
the same as those of the SEC except that the minimum net capital requirement for introducing
brokers is $45,000.

The Company claims exemption under the exemptive provisions of Rule 15¢3-3 under
Subparagraph (k)}{2)(i) since it does not hold any customer cash or securities. -




