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Ernst & Young LLP
(Name — if individual, state last, first, middle name)
5 Times Square New York New York 10036
(Address) (City) (State) (Zip Code)
CHECK ONE:

Certified Public Accountant
[J Public Accountant

[0 Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

Robert A. Williams
, , swear (or affirm) that, to the best of
my knowledge and helief the accompanying financial statement and supporting schedules pertaining to the firm of
Millennium Funding Associates LLC

, as
of ___ December 31 ,2008 _, are true and correct. I further swear (or affirm) that
neither the company 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:

T O Letlr_

Signature
Chief Financial Officer

0”&/\ . ? Title

/Nota#y Public
Joselyn Fine
This reppft ** contains (check all applicable boxes): Notary 'i}j:"g"l Fl?fgg"af New York
B (a) Facing Page. ) ) B Qualified in New Yorksz':ount
(b) Statement of Financial Condition. Commission Expires 1/1 7/201yo
O (c) Statement of Income (Loss).
0 (d) Statement of Changes in Financial Condition.
O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
[0 (g) Computation of Net Capital.
] (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O G) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
Xl (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm
To the Member of Millennium Funding Associates LLC

We have audited the accompanying statement of financial condition of Millennium Funding
Associates LLC (the “Company”) as of December 31, 2008. This statement of financial
condition is the responsibility of the Company’s management. Our responsibility is to express an
opinion on the statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. We were not
engaged to perform an audit of the Company’s 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 Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of Millennium Funding Associates LLC at December 31,
2008 in conformity with U.S. generally accepted accounting principles.

February 24, 2009 e M i kj (,\wz) L (\ P

A member tirm of Ernst & Young Global Limited 1



Millennium Funding Associates LLC

Statement of Financial Condition

December 31, 2008
(In Thousands)

Assets

Securities owned, at fair value
Dividends receivable
Non-marketable securities
Total assets

Liabilities and member’s capital
Payable to clearing organization, net
Other liabilities

Total liabilities

Member’s capital
Total liabilities and member’s capital

See accompanying notes to statement of financial condition.

167,093
386
20

167,499

147,127
5

147,132

20,367

167,499




Millennium Funding Associates LLC

Notes to Statement of Financial Condition

December 31, 2008
(In Thousands)

1. Organization

Millennium Funding Associates LLC (the “Company”), a Delaware limited liability company, is
a registered broker-dealer under the Securities Exchange Act of 1934 and is a member of NYSE
Alternext US LLC (formerly American Stock Exchange). The Company engages in proprietary
securities transactions and clears all trades on a fully disclosed basis through its clearing
organization.

The Company is wholly owned by Millennium Global Estate LP, which is a limited partner in
Millennium Partners, L.P.

2. Significant Accounting Policies

Transactions in securities are recorded on a trade date basis. Interest and dividends are accounted
for on an accrual basis.

The preparation of the statement of financial condition in conformity with accounting principles
generally accepted in the United States requires management to make estimates and assumptions
that affect the amounts reported in the statement of financial condition and accompanying notes.
Management believes that the estimates utilized in preparing its statement of financial condition
are reasonable and prudent. Actual results could differ from those estimates.

Securities owned are recorded at fair value. Fair value is generally based on quoted market
prices. If quoted market prices are not available, fair value is determined based upon other
relevant factors including cost, valuation of similar instruments, and the financial condition of
the issuer.

Substantially all securities owned are pledged to the clearing organization on terms which permit
them to sell or repledge the securities to others subject to certain limitations.

Non-marketable securities represent preferred shares owned through a joint back office
arrangement with its clearing organization and are recorded at cost, which approximates fair
value. As an owner of the preferred shares, the Company receives an exemption from Regulation
T and is required to keep a deposit with its clearing organization. This deposit is included in
payable to clearing organization, net as of December 31, 2008.



Millennium Funding Associates LLC

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)

The fair value of the Company’s assets and liabilities which qualify as financial instruments
under Statement of Financial Accounting Standards (“SFAS”) No. 107, “Disclosures about Fair
Value of Financial Instruments” approximates the carrying amounts presented in the statement of
financial condition.

In June 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
“Accounting for Uncertainty in Income Taxes, an interpretation of FASB Statement No. 109”
(“FIN 48). FIN 48 clarifies the accounting for income taxes by prescribing a minimum
recognition threshold a tax position is required to meet before being recognized in the financial
statements. FIN 48 also provides guidance on de-recognition, measurement, classification,
interest and penalties, accounting in interim periods, disclosure and transition. FIN 48 is effective
for fiscal years beginning after December 15, 2006. On December 30, 2008, the FASB issued
FASB Staff Position (“FSP”) FIN 48-3, “Effective Date of FASB Interpretation No. 48 for
Certain Nonpublic Enterprises,” deferring the effective date of FIN 48, for certain nonpublic
enterprises as defined by paragraph 289, as amended, of FASB Statement No. 109, “Accounting
for Income Taxes”. The FSP defers the effective date of FIN 48 for eligible entities until annual
financial statements for fiscal years beginning after December 15, 2008. The Company does not
believe the adoption of FIN 48 will have a material impact on the statement of financial
condition.

In March 2008, the FASB issued SFAS No. 161, “Disclosure about Derivative Instruments and
Hedging Activities — an amendment of FASB Statement No. 133” (“SFAS No. 1617). SFAS No.
161 amends and expands the disclosure requirements of SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities,” and requires entities to provide enhanced
qualitative disclosures about objectives and strategies for using derivatives, quantitative
disclosures about fair values and amounts of gains and losses on derivative contracts, and
disclosures about credit-risk-related contingent features in derivative agreements. SFAS No. 161
is effective for fiscal years beginning after November 15, 2008. The Company does not believe
the adoption of SFAS No. 161 will have a material impact on the statement of financial
condition.

3. Fair Value of Financial Instruments

Effective January 1, 2008, the Company adopted SFAS No. 157, “Fair Value Measurement”
(“SFAS 157”). SFAS 157, which among other things, requires enhanced classification and
disclosures about financial instruments carried at fair value. The objective of a fair value
measurement is to determine the price that would be received upon the sale of an asset or paid
upon the transfer of a liability in an orderly transaction between market participants at the
measurement date (an exit price). The transaction to sell an asset or transfer a liability is a



Millennium Funding Associates LLC

Notes to Statement of Financial Condition (continued)

3. Fair Value of Financial Instruments (continued)

hypothetical transaction at the measurement date, considered from the perspective of a market
participant. A fair value measurement also assumes that the transaction to sell the asset or
transfer the liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market for the asset or liability.

SFAS 157 establishes a fair value hierarchy for the inputs used in valuation models and
techniques used to measure fair value. The three levels of the fair value hierarchy under SFAS
No. 157 are described below:

Basis of Fair Value Measurement

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement
date for identical, unrestricted assets and liabilities;

Level 2 Quoted prices in markets that are not considered to be active or financial
instruments for which all significant inputs are observable, either directly or
indirectly;

Level 3 Prices or valuations that require inputs that are both significant to the fair value

measurement and unobservable.

The fair value hierarchy gives the highest priority to quoted prices in active markets for identical
financial instruments (Level 1) and the lowest priority to unobservable inputs (Level 3). In some
cases, the inputs used to measure fair value might fall in different levels of the fair value
hierarchy. The level in the fair value hierarchy within which the fair value measurement in its
entirety falls is determined based on the lowest level input that is significant to the fair value
measurement in its entirety. Assessing the significance of a particular input to the fair value
measurement in its entirety requires considerable judgment and involves considering a number of
factors specific to the financial instrument.

For financial instruments which are quoted in an active market, fair value is determined directly
from those quoted market prices. A financial instrument is regarded as quoted in an active
market if quoted prices are readily and regularly available and those quotes represent actual and
regularly occurring market transactions on an arm’s length basis.



Millennium Funding Associates LLC

Notes to Statement of Financial Condition (continued)

3. Fair Value of Financial Instruments (continued)

For financial instruments which do not have directly available quoted market prices, fair values
are estimated using valuation techniques based wherever possible on assumptions supported by
observable market prices or rates existing at the measurement date. This is the case for many
unquoted instruments and other items which are not traded in active markets.

The following tables summarizes the Company’s assets and liabilities carried at fair value within
the SFAS 157 fair value hierarchy levels as of December 31, 2008.

Assets at Fair Value as of December 31, 2008

Description Level 1 Level 2 Level 3 Total
Equities $ 167,093 $ - $ - § 167,093
Futures* - 21,641 - 21,641
Total § 167,093 $ 21,641 $ - § 188,734

Liabilities at Fair Value as of December 31, 2008

Description Level 1 Level 2 Level 3 Total
Futures* $ 887 53 - $ 940

* Certain futures contracts act as hedges against equity positions held by the Company. For such
contracts, the fair value is based on the daily quoted price, adjusted for changes in the underlying
stock price due to a difference in the closing time of the futures exchange and the stock
exchange. As a result, these contracts are included in Level 2 above. For futures contracts that
are not offset by equity positions, no adjustment is made to the quoted price and therefore such
contracts are included in Level 1. Futures in the above tables are shown as a netted amount
under payable to clearing organization, net in the statement of financial condition.

4. Payable to Clearing Organization
Payable to clearing organization, net represents fair value of futures, net cash and margin debt

balances deposited with the Company’s clearing organization and amounts receivable or payable
for securities transactions that have not settled at December 31, 2008.



Millennium Funding Associates LLC

Notes to Statement of Financial Condition (continued)

4. Payable to Clearing Organization (continued)

The Company had margin requirements for futures contracts of $18,448 at December 31, 2008,
which were satisfied by cash on deposit. The cash deposit is included in payable to clearing
organizations, net on the statement of financial condition.

A principal source of the Company’s short-term financing is provided by its clearing
organization from which it can borrow against its proprietary inventory positions, subject to
collateral maintenance requirements.

5. Related Party Transactions
Certain affiliates provide administrative services to the Company without charge.
6. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
15¢3-1 (the “Rule”) which specifies, among other requirements, minimum net capital
requirements for registered broker-dealers. The Company has elected to compute its net capital
under the alternative method permitted by the Rule which requires, among other things, that the
Company maintain minimum net capital, as defined, of $250. At December 31, 2008, the
Company had net capital of $11,602 which exceeded its requirement by $11,352.

Certain advances, payments and other equity withdrawals are restricted by the provisions of the
Rules of the Securities and Exchange Commission.

Under the arrangement with the clearing organization, the Company is required to maintain
certain minimum levels of capital and comply with certain other financial ratio requirements. At
December 31, 2008, the Company was in compliance with all such requirements.

7. Income Taxes

The Company is organized as a limited liability company and is owned by a single member. As
such, it is an entity that is disregarded for income tax purposes and, therefore, not subject to
federal, state or local income taxes. Its sole member, however, must reflect all taxable income of
the Company on its own income tax returns.



Millennium Funding Associates LLC

Notes to Statement of Financial Condition (continued)

8. Commitments

In the normal course of business, the Company enters into transactions in order to reduce its
exposure to market risk in connection with its proprietary trading activities. These transactions
include futures contracts. These contracts are held at fair value. The Company monitors its
positions to reduce the risk of potential loss due to changes in fair value or failure of
counterparties to perform.

Futures contracts are executed on an exchange, and cash settlement is made on a daily basis for
market movements. Accordingly, exchange traded futures contracts generally have limited credit
risk.

The Company clears its securities transactions through a major financial services firm. Trades
pending at December 31, 2008 were settled without adverse effect on the Company’s financial
condition.
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