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OATH OR AFFIRMATION

1, Andrew Hahn, swear (or affirm) that, to the best of my knowledge and belief, the accompanying financial
statements and supporting schedules pertain to the firm of Baneblade, LLC (formerly known as Eve MM, LLC),
as of December 31, 2010, 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 solely as that of a
customer, except as follows:

S e

Signature

Heed Troder

Title

Subscribed and swgrn to before me
this 2§ day of& 2011
' ; HARRISON KWOK WIEGALEOAN(; f
oot B Commission # 1810492 t
_f : £S5 Notary Public - Californja é
hes Los Angeles County =
My Comm. Expires Aug 22, 2012

This report** contains (check all applicable boxes):

(a)  Facing page.

(b) Statement of Financial Condition.

(©) Statement of Operations.

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ Equity or Members’ Equity or Sole
Proprietor’s Capital.

) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

)] 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.

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

I An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date
of the previous audit.

(o) Independent auditor’s report on internal control required by SEC Rule 17a-5.

() Independent auditor’s report on internal control required by SEC Rule 17a-5 for a Broker-Dealer
claiming exemption from SEC Rule 15¢3-3.

KO OXX O XKXXO XRXXX

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5 (e)(3).



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members
Baneblade, LLC

We have audited the accompanying statement of financial condition of Baneblade, LLC
(the “Company”) (formerly known as Evo MM, LLC) as of December 31, 2010, and the related
statements of operations, changes in members’ equity, and cash flows for the year then ended
that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company’s 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 examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes 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 a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Baneblade, LLC as of 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 a whole. The information contained in Schedules I, II, Il and IV is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Man, Loy & Watlowrsd LLT

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488

e-mail: hlw@hlwepa.com ® www, hlwepa.com

San Francisco, California
February 23, 2011

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting firms.



BANEBILIADE, LLC
Statement of Financial Condition

December 31, 2010
Assets
Cash $ 318,846
Securities owned, pledged, at fair value (see note 2) 6,690,094
Dividends receivable 103,657
Other 10,000
Total assets $ 7,122,597
Liabilities and Members' Equity
Securities sold short, at fair value (see note 2) $ 782,815
Payable to clearing broker (see note 4) 5,591,278
Accounts payable and accrued liabilities 236,438
Total liabilities 6,610,531
Members' equity 512,066
Total liabilities and members' equity $§ 7,122,597

See Accompanying Notes to Financial Statements
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Revenues
Trading income
Dividends
Interest
Other

Total revenue

Expenses
Short stock expense
Clearing, execution and exchange fees
Dividend expense
Employee compensation and benefits
Commissions
Interest expense
Technology and market data expenses
Management fees
Professional fees

Other expenses

Total expenses

Net loss

BANEBLADE, LLC
Statement of Operations
Year Ended December 31, 2010

$ 4,089,613
190,639

85,915

9,780

4,375,947

1,169,548
958,151
847,865
722,454
367,245
187,681
135,080
120,000

20,030
58,896

4,586,950

$ (211,003)

See Accompanying Notes to Financial Statements
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Balance, beginning of year
Members' contributions
Members' withdrawals

Net loss

Balance, end of year

BANEBLADE, LLC
Statement of Changes in Members' Equity
Year Ended December 31, 2010

$ 2,261,635
150,000
(1,688,566)
(211,003)

$ 512,066

See Accompanying Notes to Financial Statements
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Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash
provided by operating activities:
Decrease in securities owned, net
Decrease in dividends receivable
Decrease in other assets
Decrease in securities sold short, net
Decrease in payable to clearing broker

Increase in accounts payable and accrued liabilities

Total adjustments

Net cash provided by operating activities

Cash flows from financing activities:
Member contributions received
Member withdrawals paid
Net cash used in financing activities

Net increase

Cash, beginning of year

Cash, end of year

BANEBLADE, LLC
Statement of Cash Flows
Year Ended December 31, 2010

$  (211,003)

15,838,003
72,822
10,000

(2,946,800)

(11,181,268)

236,438

2,029,195
1,818,192

150,000
(1,688,566)
(1,538,566)

279,626

39,220

$ 318,846

See Accompanying Notes to Financial Statements
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BANEBLADE, LLC
Notes to Financial Statements
December 31, 2010

1. Nature of Operations and Summary of Significant Accounting Policies

Nature of Operations: Baneblade, LLC (the “Company”) is a proprietary trading firm and a
broker-dealer registered with the Securities and Exchange Commission (“SEC”). The
Company is a California limited liability company formed in 2008, and is a member of the
Chicago Board Options Exchange, Inc. and the Chicago Board Stock Exchange.

The Company changed their name from Evo MM, LLC to Baneblade, LLC, effective June
15,2010.

Cash: Cash consists of a money market deposit with a financial organization which at times
may exceed the limits of insurance coverage. The Company has not experienced any losses
on such accounts, and believes it is not exposed to any significant degree of credit risk.

Securities and derivative financial instruments:  Securities and derivative financial
instrument transactions are recorded on a trade-date basis and are valued at fair value in
accordance with FASB ASC 820, Fair Value Measurements and Disclosures. Profits and
losses from trading securities are reflected in trading income.

Interest and dividend income and expenses are recorded on an accrual basis.

Fair value of financial instruments.: Substantially all of the Company’s assets and liabilities
are considered financial instruments and are reported in the statement of financial condition
at fair value, or at carrying amounts that approximate fair value because of the short maturity
of the instruments.

Income taxes: The Company elects to be treated as a pass-through entity for all relevant
jurisdictions and therefore files informational income tax returns which attribute taxable
income and taxes paid, if any, to the members. Management has concluded that the Company
is not subject to income taxes in any jurisdiction and that there are no uncertain tax positions
that would require recognition in the financial statements. Accordingly, no provision for
income taxes is reflected in the accompanying financial statements. LLC fees levied at the
state level are immaterial and are not separately stated in the statement of operations.

Use of estimates: Preparing financial statements in conformity with accounting principles
generally accepted in the United States of America requires the use of estimates and
assumptions that affect the amounts and disclosures reported in the financial statements and
accompanying notes. Such estimates and assumptions could change in the futures as more
information becomes known, which could impact the amounts reported and disclosed herein.



BANEBILADE, LLC
Notes to Financial Statements
December 31, 2010

2. Securities Owned and Sold Short

FASB ASC 820, Fair Value Measurements and Disclosures, establishes a framework for
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to
valuation techniques. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement
date. A fair value measurement 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. Valuation techniques that are consistent with the
market, income or cost approach, as specified by FASB ASC 820, are used to measure fair
value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical
assets or liabilities the Company has the ability to access.

Level 2 inputs are inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly or indirectly.

Level 3 are unobservable inputs for the asset or liability and rely on
management’s own assumptions about the assumptions that market
participants would use in pricing the asset or liability.

All securities owned and sold short are considered to be valued using Level 1 inputs since they
are actively traded on a national securities exchange (or reported on the NASDAQ national
market) and are valued at the last reported sales price or average of bid or ask price on the day
of valuation. Securities owned and sold short are as follows:

Securities Securities

Owned Sold Short
Equities $ 5,237,937 $ 61,580
Equity options 1,452,157 721,235
Total $ 6,690,094 $ 782,815



3.

4.

BANEBLADE, LLC
Notes to Financial Statements
December 31, 2010

Members’ Equity

From inception through December 30, 2010, the Company was a single member limited
liability company, managed by its sole member (the “Sole Member”) and two of its
employees (the “Employees”). On December 30, 2010, one of the Employees contributed
$150,000 to the Company and became a member of the Company. Effective January 1, 2011,
the remaining Employee became the third member of the Company. In addition, on January
1, 2011, the Company’s operating agreement was amended to provide for the Sole Member
to not participate in management decisions, while allowing its affiliated entity to own an
equity interest in the Company. The net loss for the year ended December 31, 2010, was
allocated entirely to the Sole Member.

As a limited liability company, the members’ liability is limited to the amount reflected in
their respective capital accounts.

Payable to Clearing Broker

Payable to clearing broker represents cash borrowed from the clearing broker on margin for
trading activities. Payable to the clearing broker also includes balances due to or due from the
clearing broker for unsettled trades. The Company has pledged to its clearing broker all
securities owned as collateral for securities sold short and margin borrowings.

Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk

The Company has sold securities that it does not currently own and will therefore be
obligated to purchase such securities at a future date. The Company has recorded these
obligations in the financial statements at December 31, 2010, at fair values of the related
securities. A realized gain, limited to the price at which the Company sold the security short,
or a loss, potentially unlimited in size, will be recognized upon termination of a short sale.

In connection with its proprietary market making and trading activities, the Company enters
into high volume, exchange-traded, equity and equity option transactions. An option gives
the owner the right, but not the obligation, to buy (call option) or sell (put option) a specified
item at a fixed price during a specified period for a nonrefundable fee (the premium). The
maximum loss to the buyer of an option is the premium. The writer of a call option bears the
risk of an unfavorable change in the value of the item underlying the option and, unless it
also holds an offsetting long position, the loss is potentially unlimited. The loss to the writer
of a put option is limited to the exercise price of the option, less the premium collected.



BANEBLADE, LLC
Notes to Financial Statements
December 31, 2010

5. Financial Instruments with Off-Balance-Sheet Risk and Concentration of Credit Risk
(Continued)

As of December 31, 2010, the notional amounts of derivative instruments are as follows:

Long Exposure Short Exposure
Notional Amount (000’s)

Equity options held $ 9,487 $ -
Equity options written - 4219
Total $ 9,487 $ 4,219

The majority of the Company’s transactions with off-balance sheet risk are short-term in
duration with a weighted average maturity of six months or less at December 31, 2010.
Notional amounts presented are based on the fair market value of the underlying shares at
December 31, 2010.

Credit risk arises from the potential inability of counterparties to perform in accordance with
the terms of the contract. The Company’s exposure to credit risk associated with
counterparty nonperformance is limited to the current cost to replace all contracts in which
the Company has a gain. Exchange-traded derivative financial instruments, such as options,
generally do not give rise to significant counterparty exposure due to the cash settlement
procedures for daily market movements and the margin requirements of the individual
exchanges and clearing brokers.

The Company clears all of its trades through one clearing broker. In the event this entity
does not fulfill its obligations, the Company may be exposed to risk. This risk of default
depends on the creditworthiness of this entity. The Company attempts to minimize this
credit risk by monitoring the creditworthiness of this entity.

6. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), 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,
2010, the Company had net capital of $149,254, which was $49,254 in excess of its required
net capital of $100,000. The Company’s aggregate indebtedness to net capital ratio was 1.58
to 1.



BANEBLADE, LLC
Notes to Financial Statements
December 31, 2010

7. Related Party Transactions

8.

9.

The Company has a service agreement with an affiliated company, Evolution Capital
Management, LLC, (the “Affiliate”), for accounting, legal, compliance and other
administrative services. Under the terms of the agreement, the Company pays $10,000 in
monthly compensation to the Affiliate. At December 31, 2010 the Company owed $100,000
to the Affiliate for such services which is included in accounts payable and accrued expenses
in the accompanying statement of financial condition.

The Company also shares office space with the Affiliate, for which the Company does not
pay any rent,

Indemnification

The Company enters into contracts that contain a variety of indemnifications for which the
maximum exposure is unknown but for which management expects the risk of loss, if any, to
be remote. The Company has no current claims or losses pursuant such contracts.

Subsequent Events
Management evaluated subsequent events through February 23, 2011, the date these financial

statements were available to be issued. With the exception of the matter described below, there
were no material subsequent events that required disclosure in these financial statements.

During the period January 1,2011 to February 23, 2011, members made capital contributions of
approximately $1,050,000.

-10 -
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SCHEDULE]
Page 1 of 2

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER: BANEBLADE, LLC as of December 31,2010
1. Total ownership equity from Statement of Financial Condition................cc.coooo $ 512,066 | 3480
2. Deduct ownership equity not allowable for Net Capital......................ooo e (318,846) | 3490
3. Total ownership equity qualified for Net capital..................oon 193,220 | 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital........... 3520
B. Other (deductions) or altowable credits (List).................ooin 3525
5. Total capital and allowable subordinated liabilities.....................ccooviiii $ 193,220 | 3530
6. Deductions and/or charges:
A. Total non-allowable assets from Statement of Financial Condition
(Notes Band C).......coovvviiminiiniiniiice e . $ 10,000 3540
B. Secured demand note delinquUency.................ooviverieiiiniiinnnn 3590
C. Commodity futures contracts and spot commodities ~ proprietary capital
CRAIGES ..o vee it et et e et e e s et 3600
D. Other deductions and/or charges - Blockage Deduction 3610 (10,000) [ 3620
7. Other additions and/or allowable credits (List)......... ... 3630
8. Net capital before haircuts on securities POSIIONS. ... $ 183,220 | 3640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities commitments.................o.o 3660
B. Subordinated securities DOrTOWINGS............ooviviiie it s 3670
C. Trading and investment securities:
1. Exempted Securities................cooevriieenn. 3735
2. Debtsecurities.................cooiii s 3733
3. OPHONS....ovveiveeeeeee et e 3730
4. Other securities..............ccoeeeeeeinneenn 19,209 3734
D. Undue Concentration........................ 14,757 3650
E. Other (List).....cccoeeovrvvviiiiiiiiiiienn 3736 (33,966) | 3740
10, INEE CAPITAL .. ... ..ttt ettt e e e e e e s L $ 149,254 3750
OMIT PENNIES

6a: Non-allowable assets for BANEBLADE, LLC:

Other assets $ 10,000

-12-



SCHEDULE I
Page 2 of 2

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT PART

A

BROKER OR DEALER: BANEBLADE, LLC as of December 31, 2010

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A

1.

12.

Minimum net capital required (6 2/3% Of lIN@ 19)..........ciiiiii i $

15,763 | 3756

Minimum dollar net capital requirement of reporting broker or dealer and minimum net caputal requwement
of subsidiaries computed in accordance with Note (A)... TR PPDPRP

100,000 | 3758

13. Net capital requirement (greater of line 11 0r 12) .........ocooiiii 100,000 | 3760
14. Excess net capital (N 10 1885 13)... ..o viiiitiiii oo ittt et e et e 49,254 | 3770
15. Excess net capital at 1000% (line 10 less 10% of line 19)............cooiiinii $ 125,610 | 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total A.l. liabilities from Statement of Financial CondItion...............coverereirecioereeirioieveirieeaiesecies 9 236,438 | 3790
17. Add:
A. Drafts for immediate credit... e $ 3800
B. Market value of securities borrowed for whlch no equwalent value is
paid or credited... et e e S 3810
C. Other unrecorded amounts (List).............ccceveeriverrienierenrinciciin _$ 3820 $ 3830
19. Total Aggregate INAEDIEANESS ... ... .. .ooiiuit it e e $ 236,438 3840
20. Percentage of aggregate indebtedness to net capital (line 19/line 10)................coocniiii 158% | 3850
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) .o, 3860
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Requirement pursuant to Rule
15c3-3 prepared as of the date of the net capital computation including both brokers of dealers and
consolidated SUDSIAIANES AEDItS. .. ... o i et et et e e e 3 3970
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
or subsidiaries computed in accordance with Note (A)........ [ OPRPRPRS 3880
24. Net capital requirement (greater of line 22 0r 23)........................ 3760
25. Excess capital (line 10 0r24)...............ccociiiiiiinnn $ 3910
26. Net capital excess of the greater of.
A. 5% of combined aggregate debit items or $120,000.............c.oii e $ 3920
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each
subsidiary to be consolidated, the greater of:

B

©

1. Minimum dollar net capital requirement, or
2. 6 2/3% of aggregated indebtedness or 4% of aggregate debits if alternative method is used.

Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements notin
satisfactory form and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which

were included in non-allowable assets.

For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.
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BANEBLADE, LLC
Computation for Determination of Reserve

Requirements Pursuant to Rulel5c3-3
December 31, 2010

SCHEDULE 1I

The Company claims an exemption under Rule 15¢3-3 and therefore is not subject to the reserve
requirements of Rule 15¢3-3.
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BANEBLADE, LLC
Information Relating to the Possession

or Control Requirements Under Rule 15c3-3
December 31, 2010

SCHEDULE III

The Company claims an exemption under Rule 15c3-3 and therefore is not subject to the
possession or control provision of Rule 15¢3-3.
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BANEBLADE, LLC
Reconciliations Pursuant to Rules 15¢3-1 and 15c3-3
December 31, 2010

SCHEDULE IV

1. Reconciliation of Computation of Net Capital to Respondent's Computation

The reconciliation between the computation per Schedule I and the respondent's
computation is as follows:

Net Aggregate
Capital Indebtedness Percentage
Computation per respondent $ 149,254 $ 236,438 158%
Computation per Schedule I 149,254 236,438 158%
Difference $ - s -

2. Reconciliation of Computation of Reserve Requirements to Respondent's Computation

The Company claims an exemption under Rule 15¢3-3 and therefore is not subject to the
reserve requirements of Rule 15¢3-3.

-16 -



To the Members
Baneblade, LL.C

In planning and performing our audit of the financial statements of Baneblade,
LLC (the “Company”), as of and for the year ended December 31, 2010, in accordance
with auditing standards generally accepted in the United States of America, we
considered the Company’s internal control over financial reporting (“internal control™) as
a basis for designing our auditing procedures for the purpose of expressing our opinion
on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission
(“SEC”), we have made a study of the practices and procedures followed by the
Company, including consideration of control activities for safeguarding securities. This
study included tests of such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g), in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for
determining compliance with the exemptive provisions of Rule 15¢3-3. 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 any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
and recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section
8 of Federal Reserve Regulation T 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 fulfilling 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 SEC's 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 management's
authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488
eomail: hlw@hlwepa.com ® www, hlwepa.com

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting firms.



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.

A control deficiency exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with
governance.

A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the
Company’s financial statements will not be prevented or detected and corrected on a
timely basis.

Our consideration of internal control was for the limited purpose described in the
first and second paragraphs and would not necessarily identify all deficiencies in internal
control that might be material weaknesses. We did not identify any deficiencies in
internal control and control activities for safeguarding securities that we consider to be
material weaknesses, as defined previously.

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 material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company's practices
and procedures, as described in the second paragraph of this report, were adequate at
December 31, 2010, to meet the SEC's objectives.

This report is intended solely for the information and use of management, the
SEC, the Chicago Board Options Exchange, Inc., and other regulatory agencies that rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of
registered brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

Mand, Loy & Wailowrsd LLT

San Francisco, California
February 23, 2011



Report of Independent Registered Public Accounting Firm on Applying Agreed Upon-Procedures
Related to an Entity’s SIPC Assessment Reconciliation

To the Members of
Baneblade, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the procedures
enumerated below with respect to the accompanying Schedule of Assessment and Payments [General Assessment
Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation (SIPC) for the year ended
December 31, 2010, which were agreed to by Baneblade, LLC (the “Company”) and the Securities and Exchange
Commission, Financial Industry Regulatory Authority, Inc., and SIPC solely to assist you and the other specified
parties in evaluating the Company’s compliance with the applicable instructions of the General Assessment
Recongiliation (Form SIPC-7). The Company’s management is responsible for the Company’s compliance with
those requirements. This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency of these procedures
is solely the responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payment in Form SIPC-7 with respective cash disbursement records in the
general ledger and cash register noting no differences;

I

Compared the Total Revenue amounts of the audited Form X-17A-5 for the year ended December 31,
2010, as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31, 2010.
Form SIPC-7 includes approximately $1.17 million more in revenue compared to audited Form X-17A-5
because the Company had incorrectly presented stock borrow premium on a gross basis on its Focus reports
and SIPC-7 which were reclassified on the audited Form X-17A-5.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers for
commissions, floor brokerage and clearance paid to other SIPC members in connection with securities
transactions and total interest and dividend expense but not in excess of total interest and dividend income.
Form SIPC-7 reports approximately $1.18 million more in total interest and dividend expense deductions
because of the reclassification mentioned above. The net effect of this reclassification does not result in
any material change to the SIPC assessment due with Form SIPC-7.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules
and working paper supporting the adjustments, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the expression of an
opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not intended to
be and should not be used by anyone other than these specified parties.

San Francisco, California /j{(l/\jf ) LWU % "\JJ":-*QM\"\ LL?

February 23, 2011

One Market, Landmark, Suite 620, San Francisco, CA 94105 Tel: 415 974 6000 Fax: 415 974 5488
e-mail: hiw@blwepa.com # www. hlwcpa.com

Harb, Levy & Weiland LLP is a member of Nexia International, a worldwide network of independent
accounting and consulting firms.
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SIPC-7 (53185 ashngon SIPG-7
(33-REV 7/10) General Assessment Reconciliatlon (33-REV 7/10)

For the fiscal year ended u '6 { , 20 [D

(Read carefully the Instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS :_-
1. Name of Member, address, Designated Examining Aulhorlly, 1934 Act registration no. and menth In which fiscal ysar ends for 8
purposes of the audit requirement of SEC Rule 17a-5; o
' Ol l Note: it any of the information shown on the mailing label E
. requires correction, please o-mail any corrections to
B anr< b iCi L form@sipc.org and so Indicate on the form filed. é
o=
Name and telephone number of person to contact =
I I raspecting this form.
/
2. A. General Assessment (i{tem 2o from page 2) $ 7, 72 5
B. Less payment made with SIPC-5 filed (exclude interest) ( RIS )
Dats Paid
C. Less prior overpayment applied { )
D. Assessment balance due of {overpayment) g 9\ l
E. Interest computed on late payment (see inslruction E) for______days at 20% per annum
2P
F. Total assessment balance and inlerest due {or overpayment carried forward) $. 9 a
G. PAID WITH THIS FORM:

Check enclosed, payable lo SIPC
eck enc pay R 5‘9\9_

Total {(must be same as F abavs)

H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is execuled represent thereby C
that all Information centained herein Is trus, correot gﬁhe Q (G\O(P [‘ L

and compliete. }M/ZZM%%WMM)

{Authotized Signal

Dated the_ | day of_ )2 C 20 190 Head Tfﬁ:?C v

(Tie]

This form and the agsessment payment is due 60 days atter the end of the t1scal year. Retaln the Working Copy of this form
for a period of not less than 8 yaars, the latast 2 years in an easlly accesslble place.

£5 Dates: S

= Postmarked Recslved Reviewed

pe V]

E Calculations e Documentation — Forward Copy
<> Exceptions:

a-

2 Disposition of exceptions:




DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the liscal perlo

beginning = , 20

and ending ! , 20 48
Eliminate cents

28, Tola revenuo {FOCUS Line 12/Part I1A Line 9, Code 4030) $ f;, 95 .5 A4S

2b. Additlons:
(1) Total revenues from the securitios business of subsldiarles {except forefgn subsidlaries) and
predecessors not Included above,

(2) Net loss from principal transactions in securitles in trading accounts.

(3) Net loss lrom principal iransactions in commoditles in tradlng accounts,

(4) Interest and dlvidend expense deducted in determining llem 2a.

{5) Net loss {rom management of or participation In the underwriting or distribution of securlties.

(8) Expenses other than adverlising, printing, reglsiration fees and lagal faes deducted In determining net
protit from management of or pariicipation In underwriling or distribution of securltiss.

(7) Net loss from sscurities In [nvestment accounts,

Total additions

2¢. Deductions:

(1) Revenues from the distribution of shares of a registered opan end Investment company or unit
Invesiman! trusl, lrom the sale of variable annulties, from the business of Insurance, from Investment
advisory services rendered to registerad Investment compantes or insurance company separate
accounta, and from transactlons In securily futures products,

{2) Revenues from commodlty transactions.

(3) Commisslons, Ioor brokerage and clearance paid to other SIPC members In connection with q\ 7 ; 3 9 3
securitles transactions. et

(4) Reimbursements for postaga in connecllon with proxy sollcitation,

{5) Net galn from securltles In investment accounts.

(6) 100% of commissions and markups earned from transactions in (1) cerlificatos of depos!t and
{11} Treasury blils, bankers accapiances or commerelal paper thal mature nina months or less
from Issuance date.

(7) Diract expenses of prinling advertlsing and legal fees Incurred In connection with other revenue
related fo the securities business {revenus defined by Section 18(9)(L} of the Aci).

{8) Other revenue nol related elther directly or tndirectly to the securities business.
{See Instruction C):

(9) (1) Total Interest and dividend expense (FOCUS Line 22/PART I1A Line 13,

Code 4075 plus line 2b(4) above} but not In excess
of otal inferest and dividend income. $ | } "/ lP.Br (ﬂ 3 3‘

(1) 40% of margin interest earned on customers securltlos
accounts (40% ot FOCUS line 6, Gode 3960). $

Enler the greater of line (i) or {il) 1 { Ltl_ﬂ 51(03 g'
Total deductions as Lib q; 035

2d. SIPC Net Operating Revenues S_J_L’ ] L/: Qa O

2e. General Assessment @ .0025 $ 7: 7 ?5
(to pags 1, line 2.A.)




