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Information Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/2006 AND ENDING 12/31/2006 *
B * MM/DDAYY . MMDDAYY
A. REGISTRANT IDENTIFICATION .
NAME OF BROKER-DEALER: _ ' T OFFICIAL USE ONLY
BNY Trading LLC ' ‘ : ' f
ADDRESS OF PRINCIPAL PLACE OF BUSINESS {Do not use P.O. Box No.)
. 320Hd c>I|p ‘ 4
_ {No. and Street) “ -;
New York . NY ' - 10286
| (City) ' . (State) * ‘ ' (le Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD'TO THIS REPORT
Thomas Pastore , 212-804-5067

(Area Code - Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* :
Ernst & Young LLP ' |

(Nafe - of individual, state fast, first, middie name)

5 Times'Square New York NY 36
{Address) A (City) (SlalB$ S > W25 Code)
CHECK ONE: . L APR 1 3 2007,
X Certified Public Accountant ' 1
0O Public Accountant THOMSON
0 Accountant not resident in United States or any of its possessions. - FINANCIAL

FOR OFFICIAL USE ONLY ;

.
{

*Claims for exemgtion from the requirement that the annual report be covered by the opinion of an indépendent 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).

SEC 1410 (06-02) Potential persons who are to respond to the collection of
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OATH OR AFFIRMATION

Thomas Péstore

I,

, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial

statements and supporting schedules pertaining to the firm of BNY Trading, LLC, as of December 31, 2006, 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 soley as that of a customer.

Notary Public, State of New York

Y “ 7 Signature
JUDITH FRANGIS

Chief Financial Officer

N
0.1 FR609293 Title

Qualified in Nagsay Coun

ommissmn Expires May 27, 2007

Notary Public )

This report™ contalns (check all applicable boxes).

(a)
(b)
(c)
(d)
(e)
{f)
(@)
(h}
®
i)
{k)
0]
(m)
(n)

(0)
)

(@

Facing page.

Statement of Financial Condition.

Statement of Opefations

Statement of Changes in Financial Condition. .

Statemeént of Changes in Member's Equity - : s

Statement of Changes in Liabilities Subordinated to Claims or Creditors. oo v ’

Computation of Net Capital. :

Computai;ion for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Informatlon Relating to the Possession or control Requirements Under Rule 15¢3-3.

A Reconuhatlon including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computat'lon for Determination of the Reserve Requirements Under Exhibit A or Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

An Qath 6r Affirmation. :

A copy of the SIPC Supplemental Report.

A report descnblng any material inadequacies found to exist or found to have exnsted since the date of the previous audit.
Schedule of Segregation Reqguirements and Funds in Segregation for Customers Trading on U.S. Commodity Exchanges.
Statement of Secured Amount and Funds Held in Separate Accounts for Forelgn Futures and Options Customers Pursuant
to Commission Regulation 30.7.

Independent Registered Public Accounting Firm Supplementary Report on Internal Control as required by SEC Rule 17a-5.

Al

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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STATEM]IENT OF FINANCIAL CONDITION
4

BNY Trading LLC - *
(A wholly-owned subsidiary of The Bank of New York)

December 31, 2006

with Repo'rt of Independent Registered Public Accounting Firm
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. ‘BNY Trading LLC .

. (A wholly-owned subsidiary of |

The Bank of New York) |

i

Notes to Statement of Financial Condition

|

N i
Report of Indepefldent Registered Public Accounting Firm. !

Statement of Financial Condition

1
i
i

December 31, 2006
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-=—'I ERNST& YOUNG " Ernst & Young LLp ‘

5 Times Square
New York, New York 10036-6530
|

wiww.ey.com

i

Board of Managers and Member of
BNY Trading LLC

|
i
l
|
|

. |

Repln‘t of Independent Registered Public Accounting Firm
|
|
|

. We have audlted the accompanying statement of financial condltlon of BNY [Tradmg LLC

(the “Company”) a wholly-owned subsidiary of The Bank of Ne?&' York, as of December 31,
2006l This statement of financial condition is the responsibility of the' Company’s
management Our responsibility is to express an opinion on|this statement of financial
condition based on our audit. { :

' |
We conducted our audit in accordance with auditing standards generally accepted in the

_ Umted States. Those standards require that we plan and perform the audlt to obtain

reasonab]e assurance about whether the statement of financial condmon 1S free of matenal
rmsstatement We were not engaged to perform an audit of the! :Company’s mtemal control
over ﬁnanmal reportmg Our audit included consideration of mtemal control over financial
repomng as a basis for desi gning audit procedures that are appropnate in the crrcumstances
but nlot for the, purpose of expressing an opinion on the effectlveness of th:e Company’s
internal control over financial reporting. Accordingly, we express no such oplmon An audit
also mcludes examining, on a test basis, evidence supporting the amounts and dlsclosures m
the statement of financial condition, assessing the accounting pnnc1pIes used and significant.
estimates made by management, and evaluating the overall presentatlon of the statement of
financial condltlon We believe that our audit provides a reasonab]e basis for ouzr opinion.

In our opinion, the statement of financial condition, referred td above presenit fairly, in all
rnatenal respects the financial position of BNY Trading LLC at December 31, 2006 mn
conformlty with U S. generally accepted accounting principles.

&'Tuj 377 Li#

March 22, 2007

e P

A Member Practice of Emst & Young Global

__,._...k_kggs

® Phone: (212} 773-3000




BNY Trading LLC

: (A wholly-owned subsidiary of !
The Bank of New York) :
; Statement of Financial Condition ‘
i |
‘ December 31, 2006 A
|
Assets ' } ;
Cash on dep051t with Parent | 3 5,934
Secuntles purchased under resale agreements w1th Parent ! ' 13,964,142
Due from broker, 5,469,292
Tax 1:'ece1vable frpm Parent i 392,710
Total assets ! $19,832,078
Llablhtles and member $ equity }
L1ab111t1es » |
Due to Parent * : * $ 5,552,176
Other liabilities : |~ 22203
Total liabilities : | 5,574,379 -
Member’s equitj J‘ 14,257,699
Total liabilities; aind member’s equity ! §19,832,078
f !
|
| |
See accompanying notes.

. g B . " n ‘
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BNY Trading LLC - I

(A wholly-owned subsidiary of

The Bank of New York)

|

Notes to Statement of Financial Condition

December 31, 2006 J -

1. Orgamzatlon' F
BNY Trading LLC (the “Company”), a New York indefinite lwed limited hablhty company,
isa wholly-owned subsidiary of The Bank of New York (the “Parent”) and is reglstered asa
broker-dealer in ‘securities under the Securities Exchange Act of 1934 and the[ Pennsylvania
Secu'ntles Commission. The Company was created on June 7, 1996 for the purpose of trading
forelgn currency, options on the Philadelphia Stock Exchange (the “Exchange’ 1) The Parent

is a wholly-owned subsidiary of The Bank of New York Company, Inc. (“BNY”)

The |Company executes foreign currency option transactions on behalf of the Parent. The

Parent is the sole member of the Company and the Parent shall not have any hablllty for any

debt's obhgatlons or liabilities of the Company. l

The} Company clears its securities transactions on a fully dlsclosed basis through Calyon
Financial Inc. (the “clearing broker”) - ' ; |
: f

2. Summary of Significant Accounting Policies

Use,of Estimates

;

|
. . |
The preparatlon of the statement of financial condition miconforrmty w1th accounting
principles generally accepted in the United States requires management to make estimates
and| assumptions that affect reported amounts in the statement of financial| condition and
accompanymg notes. Management believes that the estunates utilized 11'1 preparing 1ts
statement of ﬁnanc1a1 condition are reasonable and prudent. Actual results could differ from
these estimates. ; 1 . ) ; ‘

!
Cash and Cash Equivalents { !

The Company has defined cash and cash equivalents as hléhly liquid investments, with
original matuntles of less than mnety days that are not held for sale in the ordmary course of

' {
' |
t

1
I
|
1
|
I
|
1
'




BNY Trading LLC
(A wholly-owned subsidiary of
The Bank of New York)

Notes to Statement of Financial Condition (contmued)

2. Summary of :Signiﬁcant Accounting Policies (continued)

t
|
|
|
f
l
R
i

Securities Purchased Under Agreements to Resell

|

) Securmes purchased under agreements to resell, generally collaterahzed by U S government

and ragency obligations, are treated as collateralized financing transacnons and are carried at
amounts at whrch the securities will be subsequently resold plus accrued mterest 1t is the
Company s poltcy to take possession of securities purchased under agreements to resell. The
counterparty is the Parent, which is a pimary dealer of U.S. government secuntles and is a
largt': financial mstltutlon The Company minimizes credit risk assocmted with these activities
by momtormg credlt exposure and collateral values on a daily basrs and requmng additional
collateral to be deposited when deemed appropriate. At December 31, 2006, the Company
held collateral w1th a fair market value of $13,912,581 pursuant to these transactlons

At December 31 20006, the Company did not pledge or otherw1se use as collateral, securities
purchased under resale agreements. ‘ ! |
|
Interest L l

Interest on collaterallzed financing transactions and are accounted for on an ac<r:rual basis.

|
. {
3. Due From Broker f !

o ! :
Due from broker consists of cash on deposit with the clearing broker The amount due to or
from the cleanng broker fluctuates daily with the market value of the forelgn currency
optljons executed on behalf of the Parent. The clearing broker is a member of the major
securities exchanges and the Company monitors the credit standmg of such broker.

t

4. Tncome Ta'xes ;

[
H

The Company 1S 1ncluded in the consohdated federal and corrrtbmed state and local income
tax Ireturns filed by BNY. Income taxes are provided for pun;uant to a tax shanng agreement
bet\INeen the Parent and BNY. The Company is included under this tax sharmg agreement.
Income taxes are calculated based on the expected liability or benefit BNY will incur or
receive as a result of the Company s operations. The amount of current tax expense or benefit
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) BNY Trading LLC |
| (A wholly-owned subsidiary of }
The Bank of New York) |

|

|

thes to Statement of Financial Condition (continued)

4. Income Taxes (continued)

calculated is either remitted to or received from the Parent, pursuant to the tax sharing
agreement. i

The Company’s effective tax rate differs from the federal statutory rate primarily as a result
of the effect of state and local taxes. | |

' ! J

Deferred mcome taxes reflect the net tax effects of temporary differences between the

‘ eanymg amounts of assets and liabilities for financial reportmg purposes and the amounts

used| for income' tax purposes. For financial reporting purposes there were n'o deferred tax
assets or liabilities at December 31, 2006. The Company has a tax receivable ﬁom the Parent
of $Z|392 710, which represents their share of the tax benefit recogmzed by the Parent upon
consohdatlon $l41 565 of the receivable balance is a result Of. ‘the Company,s current year
operatlng loss. The current tax loss generated by the operating loss will be used by the Parent

upon eonsohdatlon and as such will not be carried forward. i |
5. Related Party Transactions » _ ;
’
Due|to Parent pnmanly includes overmight funding from the Parent required to meet broker
margm requirements for their positions, and the unpaid portion of the related party service
expense: ! ,

: l i
Options transactions are executed with the Exchange on behalf cl)f the Parent. ;

I
The/|Parent has entered into a contract with Susquehanna Tradmg dated July 1 2004 related
to aldenvatwe trading joint venture. Under this contract, expenses such as stafﬁng, facilities,
processing, andwadnumstratlve support for the Exchange ﬂoor traders are mcurred by the
Parent and charged to the Company. The related party service expense mcludes all expenses
relaied to trade executlon of the Company’s transactions on the Exchange whlch are direct
oblloatlons of Susquehanna Trading. At December 31, 2006, $332,884 was payable and
mcluded in due to Parent on the statement of financial condltlon related to this agreement.
All expenses are recorded on an accrual basis.

}
|
|
|
1

i
|
f
|
i
|
i
|
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|
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| A BNY Trading LLC E
(A wholly-owned subsidiary of |
: The Bank of New York)

|
|
|
|
|

|
|
Notes to Statement of Financial Condition (continued)
!
|
;
|
{

|

6. Fair Value lnformation

J
Fmanc:al Accountmg Standards Board Statement 107, Dlsclosure About FaJr Value of
F manc1al Instrunients, requires that all entities disclose the fair value of financial instruments,
as defmed for both assets and liabilities recognized and not recognized in the statement of
financial condmon !

At December 31 2006, all of the Company’s assets and llabrlmes were carried at either
arket or fair value, or at amounts that approximate such values Assets and liabilities
camed at contractual amounts that approximate fair value mclude due from broker and due to
Parent The market values of such items are not materially sensntlve to Sh'lﬁS in market
interest rates because of the limited term to maturity of these mstlruments E
7. chulatory Requirements : i

|

- The 'ICompany 1slsubject to the Securities and Exchange Comrrussmn s (the “SEC”) Uniform
Net Capital Rule (Rule 15¢3-1). The Company computes ltsI net capital requlrements in
accordance w1th the aggregate indebtedness method of this rule which requlres that the
Company mamtam minimum net capital of $100,000 or 6 2/3% of aggregate mdebtedness as
deﬁned Advances to affiliates, dividend payments and other equnty wnhdrawals are subject
to certam restnctlons notification and other provisions of Rule 15¢3-1 or otjher regulatory

bodles ‘ | I ;

At liltecember 31, 2006, the Company had net capital of $13, 859 055 which was $13,487,430
in excess of the amount required to be maintained at that date. The Company s ratio of
aggregate indebtedness to net capital was 0.40 1o 1. ! l

|
;
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