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AN OATH OR AFFIRMATION

Paul Greenberg affirm that to the best of my knowledge and belief the accompanying

financial statements and supplemental schedules pertaining to BlackRock Execution Services

the Company for the year ended December 31 2010 are true and correct further affirm that

neither the Company nor any officer or director has any proprietary interest in any account

classified solely as that of customer

6tJLv/ 2/f

Signature

Managing Director and Financial and Operations

Principal

Title

Subscribed to before me this 25th day of

February 2011

Date

Notary Public

STEPHEN HART

NOTARY PUBUC State of New York

No O1HA616617O

Qualified in New York Coxuty

CommSon Exjires 5/zt/ 2-0
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The Board of Directors and Shareholder of

BlackRock Execution Services

New York New York

We have audited the accompanying statement of financial condition of BlackRock Execution Services

the Company as of December 31 2010 and the related statements of income cash flows and

changes in stockholders equity for the year then ended that you are filing pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 These financial statements are the responsibility of the Companys

management Our responsibility is to
express an opinion on these financial statements 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 statements are free of material misstatement An audit includes consideration

of internal control over financial reporting as 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

Companys intemal control over financial reporting Accordingly we express no such opinion An audit

also includes examining on test basis evidence supporting the amounts and disclosures in the financial

statements 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

reasonable basis for our opinion

In our opinion such financial statements present fairly in all material respects the financial position of

BlackRock Execution Services at December 31 2010 and the results of its operations and its cash flows

for the year then ended in conformity with accounting principles generally accepted in the United States

of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The supplemental Computation of Net Capital for Brokets-Dealers Pursuant to Rule 15c3-1

under the Securities Exchange Act of 1934 and Computation for Determination of Reserve Requirements

for Brokers-Dealers Pursuant to Rule SEC 15c3-3 Under the Securities Exchange Act of 1934 listed in

the accompanying table of contents are presented for purposes of additional analysis and are not

required part of the basic financial statements but are supplementary information required by Rule 7a-5

under the Securities Exchange Act of 1934 These schedules are the responsibility of the Companys

management Such schedules have been subjected to the auditing procedures applied in our audit of the

basic financial statements and in our opinion are fairly stated in all material respects when considered in

relation to the basic financial statements taken as whole

February 25 2011

Member of

Delotte Touche Tohmatsu



BlackRock Execution Services

Statement of Financial Condition

December31 2010

Dollar amounts in thousands except share data

Assets

Cash and cash equivalents

Commissions receivable

Due from related parties

Deferred tax assets

Deposit with clearing organization

Other assets

Total assets

Liabilities

Due to related parties

Accounts payable and accrued liabilities

Total liabilities

Stockholders equity

Common stock $0.01 par valueS 1000 shares authorized

one share issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

40320

5836

1804

697

506

427

49590

11486

1685

13171

6486

29933

36419

49590

See accompanying notes to financiat statements



BtackRock Execution Services

Statement of Income

Year ended December 31 2010

DoLLar amounts in thousands

Revenue

Commissions 40889

TotaL revenue 40889

Expenses

CLearing fees 11170

Administrative expenses to reLated parties 2505

GeneraL and administrative expenses 273

lotal expenses 13948

Income before income taxes 26941

Income tax expense 10955

Net income attributable to BLackRock Execution Services 15986

See accompanying notes to financiaL statements



BtackRock Execution Services

Statement of Changes in StockhoLders Equity

Year ended December 31 2010

DoLlar amounts in thousands

Total

December31 2009

Addit

in

ionat Paid

Capital

Retained

Earnings

St ockholdees

Equity

6486 13947 20433

Net income attributable to BlackRock Execution Services

December 31 2010

15986 15986

6486 29933 36419

See accompanying notes to financiaL statements



BlackRock Execution Services

Statement of Cash Flows

Year ended December 31 2010

DoLlar amounts in thousands

Cash flows from operating activities

Net income attributabLe to BlackRock Execution Services $15986

Changes in operating assets and Liabilities

Commissions receivabLe 92
Due from reLated parties 1804
Deferred tax assets 70
Deposit with clearing organization

Other assets 164

Due to related parties 7691

Accounts payable and accrued liabiLities 886
Cash flows from operating activities 20990

Net increase in cash and cash equiyalents 20990

Cash and cash equivalents beginning of year 19330

Cash and cash equivaLents end of year $40320

Supplemental disclosure of cash flow information is as follows

Cash paid for income taxes 3895

see accompanying notes to financiaL statements



BlackRock Execution Services

Notes to Financial Statements

December 31 2010

Organization

BlackRock Execution Services BES or the Company is incorporated in the State of

California The Company is wholly-owned subsidiary of BlackRock Institutional Trust

Company N.A BTC or Parent which is wholly-owned indirect subsidiary of

BlackRock Inc BLK The Company is broker-dealer providing agency services to

clients and is registered with the Securities and Exchange Commission SEC and the

California Department of Corporations and is member of the FinanciaL Industry Regulatory

Authority FINRA and the Securities Investor Protection Corporation BES FINRA

membership agreement limits its permitted activities to retailing equity securities

executing securities transactions in equity corporate debt government and mortgage

securities for institutional customers and engaging in investment advisory service activities

and distributing securities in private placements

Significant Accounting Policies

Basis of Presentation

These financial statements have been prepared in accordance with accounting principles

generally accepted in the United States GAAP

The preparation of financial statements in conformity with GAAP 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

materially differ from those estimates

Cash and Cash Equivalents

Cash and cash equivalents primarily consists of cash money market funds and short-term highly

liquid investments with original maturities at date of purchase of three months or less in which

the Company is exposed to market and credit risk Cash and cash equivalents are carried at

either cost or amortized cost which approximates fair value due to their short-term

maturities Money market funds which totaled approximately $10 million are valued through

the use of quoted market prices Level input or $1.00 which is generally the net asset

value of the fund



BlackRock Execution Sersices

Notes to Finandal Statements continued

December 31 2010

Revenue Recognition

The Company earns agency commissions as an introdudng broker-dealer in buying and setting

securities for its customers Commissions and related clearing expenses are recorded on trade

date basis as transactions occur

Income Taxes

The Company accounts for income taxes under the asset and liability method prescribed by

Accounting Standards Codification ASC 740-10 Income Taxes 740-10 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

bases
using currently enacted tax rates in effect for the year in which the differences are

expected toreverse The effect of change in tax rates on deferred tax assets and Liabilities is

recognized in income in the period that includes the enactment date

Management periodically assesses the recoverability of its deferred tax assets based upon

expected future earnings taxable income in prior carryback years future deductibility of the

asset changes in applicable tax laws and other factors If management determines that it is not

more Likely than not that the deferred tax asset will be fully recoverable in the future vaLuation

allowance may be established for the difference between the asset balance and the amount

expected to be recoverable in the future This allowance will result in charge to the Companys

statement of income Further the Company records its income taxes receivable and payabLe

based upon its estimated income tax liability

There are no unrecognized tax benefits recorded in the accompanying financial statements in

connection with the tax positions taken by the Company



BlackRock Execution Seriices

Notes to Finandal Statements continued

December31 2010

Income Taxes

For the
year ended December 31 2010 the Companys operations will be included in the

consolidated federal income tax return of consolidated BLK BES does not file separate state and

munidpal income tax returns all BES state and/or munidpal income tax retums will be
consolidated with one or more BLK subsidiaries on combined or unitary basis The Company has

entered into written agreement with BLK providing for the allocation and payment of income

tax on the basis as if it were to file separate federal and state income tax returns Its share of

the tax receivable or benefit generally will be based upon an allocation to BES of percentage of

the total liability or benefit based upon the Companys level of activity in such state or

munidpality The Company will be paid for the tax benefit on its losses to the extent it couLd

have obtained benefit against its separate return taxable income tax These payments and

refunds are to be settled with BLK As of December 31 2010 the Company recorded income

taxes payable of $9.9 million and income tax receivable of $80 thousand in the statement of

finandal condition which is included in due to related parties and due from related parties

respectively

reconciliation of income tax expense with statutory federal income tax expense computed at

the applicable federal income tax rate of 35% is as follows

Year ended

December 31 2010

Dollar amounts in thousands
________

Statutory income tax expense $9429 35.0%

Increase decrease in income taxes resulting from

State and local taxes net of federal benefit $1548 5.7%

Other 22 0.0%

Income tax expense $10955 40.7%



BlackRock Execution Services

Notes to Financial Statements continued

December 31 2010

Income Taxes continued

The provision for income taxes consists of the following

Year ended

December 31

Dollar amounts in thousands 2010

Current

Federal $8643

State and local 2382
Total current 11025

Deferred

FederaL 69
State

Total deferred 70

TotaL income tax expense $10955

Deferred tax assets and Liabilities are recorded net in the statement of financial condition

when they relate to the same tax jurisdiction Deferred income taxes are provided for the

effects of temporary differences between the tax basis of an asset or Liability and its reported

amount in the Companys financial statements These temporary differences resuLt in taxable or

deductible amounts in future years The temporary difference that gave rise to significant

portion of the Companys deferred tax asset at December 31 2010 was the future tax deduction

for state tax expense This deduction is recognized in the following year for federaL tax purposes

The Company is subject to U.S federal income tax as well as income tax in multiple jurisdictions

The tax years after 2006 remain open to U.S federaL examination and the tax years after 2004

remain open for state and LocaL income tax examinations

The Company recognizes interest and penalties reLated to income tax matters as component of

income tax expense For the year ended December 31 2010 the Company did not have interest

or penaljes related to income tax matters



BlackRock Execution Services

Notes to FinanciaL Statements continued

December 31 2010

Related Party Transactions

The Company has entered into service agreements with various indirect wholly-owned subsidiaries

of BLK that provide certain management and administrative services on behalf of the Company in

reference to its brokerage business for fee The fee is 101% of actual expenses incurred but not

in excess of the Companys net income produced from the brokerage business activity

Management and administrative fees incurred for the year ended December 31 2010 was $2.5

million and the Company had $1.2 million payable at December 31 2010 related to such

activities

Due from related parties includes approximately $1.7 million owed to the Company for various

payments made by the Company on behalf of BLK wholly-owned subsidiary

Due to related parties includes approximately $297 thousand owed to various BLK wholly owned

subsidiaries for various payments made on behalf of the Company

As of December 31 2010 outstanding amounts related to the above transactions are recorded in

due to and due from related parties net where the Legal right and intention to offset exists

Indemnifications Commitments and Contingencies

In the normal course of business the Company may enter into contracts and agreements that

contain variety of representations warranties and general indemnifications The Companys

maximum exposure under these arrangements can not be quantified as this could involve future

claims that may be made against the Company that have not yet occurred

Management believes that the likelihood of any liability arising under these arrangements is

remote ConsequentLy no liability has been recorded on the statement of financial condition

In the normal course of business the Company may be named as defendant in various lawsuits

and may be involved in certain regulatory investigations and proceedings Some of these matters

may involve claims of substantial amounts It is the opinion of management after consultation

with legal counsel that there are no matters pending against the Company that will have

material adverse effect on the financial statements of the Company at December 31 2010

Deposit with Clearing Organization

The Company maintains collateral deposit in the amount of $506 thousand with its clearing

broker

10



BlackRock Execution Services

Notes to Financial Statements continued

December 31 2010

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule which requires the maintenance of

minimum net capital of $5 thousand and requires that the ratio of aggregate indebtedness to net

capital both as defined shall not exceed 15 to after the first year of operations At December

31 2010 the Company had net capital of $30.5 million which was $29.6 million in excess of its

required net capital of $879 thousand The Companys ratio of aggregate indebtedness to net

capital was 0.43 to

Subsequent Events

The Company reviewed subsequent events occurring through the date that these financiaL

statements were issued and determined that no additional subsequent events occurred that

would require accrual or additional disclosures

11



BlackRock Execution Services

Computation of Net Capital for Brokers and Dealers

Pursuant to Rule 5c3-1 Under the

Securities Exchange Act of 1934

December 31 2010

Dollar amounts in thousands

Total stockholdes equity 36419

Less Non-allowable assets

Commissions receivable 2777

Deferred tax assets 697

Deposit with clearing organization

Due from related parties 1804

Other assets 425

Total non-allowable assets deductions 5709

Less Fidelity bond deduction 20

Net capital before haircuts 30690

Less Haircuts on cash equivalents and clearing deposit 200

Net capital 30490

Computation of net capital requirement

Net capital requirement 6.67% of aggregate indebtness 819

Minimum dollar net capital requirement

Net capital requirement greater of or 879

Excess net capital net capital less net capital

requirement 29611

Excess net capital at 1000% net capital less 10% of

aggregate indebtedness 29173

Computation of aggregate indebtedness

Total liabilities 13171

Ratio of aggregate indebtedness to net capital 0.43 to

No material differences exist between the above computation and the computation

included in the Companys corresponding unaudited FOCUS Report Form X-17A-S Part

IIA filing as of December 31 2010 filed on January 26 2011 as amended on February

24 2011

12



BlackRock Execution Services

Computation for Determination of Reserve Requirements for Brokers and DeaLers Pursuant to RuLe

5c3-3 Under the Securities Exchange Act of 1934

December31 2010

The Company is exempt from the provisions of the Rule 5c3-3 of the Securities Exchange Act of

1934 under paragraph k2ii of that RuLe

13
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February 25 2011

To the Board of Directors and Shareholder of

BlackRock Execution Services

New York NY 10022

In planning and performing our audit of the financial statements of BlackRock Execution Services the

Company as of and for the year ended December 31 2010 on which we issued our report dated

February 25 2011 and such report expressed an unqualified opinion on those financial statements in

accordance with auditing standards generally accepted in the United States of America we considered the

Companys internal control over financial reporting internal control as 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 Companys internal control Accordingly we

do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule l7a-5g1 df the Securities and Exchange Commission the SEC we have

made study of the practices and procedures followed by the Company 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 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under Rule 7a-3a 11 and for deterrn ining

compliance with the exemptive provisions of Rule 5c3-3 Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities we did not review the

practices and procedures followed by the Company in making the quarterly securities examinations counts

verifications and comparisons and the recordation of differences required by Rule 7a-1 or in complying

with the requirements for prompt payment for securities under Section of Federal Reserve Regulation

of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In flilfilling 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 preceding paragraph and to assess whether those practices

and procedures can be expected to achieve the SECs 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 Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with managements

authorization and recorded properly to permit the preparation of financial statements in conformity with

generally accepted accounting principles Rule 7a-5g 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 Tohrnatsu



BlackRock Execution Services

February 25 2011

Page

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned ltrnctions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or combination

of deficiencies in internal control that is less severe than material weakness yet important enough to

merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be prevented

or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identi all deficiencies in internal control that might be material

weaknesses We did not identifS any deficiencies in internal control and control activities for safeguarding

securities that we consider to be material weaknesses as defined above

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 materiql respects indicate material inadequacy for such purposes Based

on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2010 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the SEC
Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g
under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers and is not

intended to be and should not be used by anyone other than these specified parties

Yours truly


