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TO WHOM IT MAY CONCERN:

Please accept the enclosed the corrected page of Note 3 to
the financial statements, “Securities Owned”

as a replacement for the note contained in the

Financial Statements of “Phoenix Derivatives Group, LLC” for the year ended December

31,2010, | |

We apologize for any inconvenience this may have caused.
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3. Securities Owned

Fair value measurements:
Accounting standards define fair value as 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 -
(an exit price). Fair value is a market-based measurement that should be determined based on the
assumptions market participants would use in pricing the asset or liability. As a basis for
considering market participant assumptions in fair value measurements, a fair value hierarchy that
distinguishes (1) market participant assumptions developed based on market data obtained from
sources independent of the reporting entity (observable inputs) and (2) the reporting entity’s own
assumptions about market participant assumptions developed based on the best information
available in the circumstances (unobservable inputs). Valuation techniques used to measure fair
value shall maximize the use of observable inputs and minimize the use of unobservable inputs.

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

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that
the reporting entity has the ability to access at the measurement date. An active market for the
asset or liability is a market in which transactions for the asset or liability occur with sufficient
frequency and volume to provide information on an ongoing basis.

Level 2 inputs are inputs other than quoted prices included with Level 1 that are observable for the
asset or liability, either directly or indirectly. If the asset or liability has a specified (contractual)
term, a Level 2 input must be observable for substantially the full term of the asset-or liability.
Level 2 inputs include the following:

Quoted prices for similar assets or liabilities in active markets ,

Quoted prices for identical or similar assets or liabilities in‘markets that are not active
Inputs other than quoted prices that are observable for the asset or liability

Inputs that are derived principally from or corroborated by observable market data by
correlation or-other means.
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Level 3 inputs are unobservable inputs for the asset or liability. Unobservable inputs are used to
measure fair value to the extent that observable inputs are not available, thereby allowing for
situations in which there is little, if any, market activity for the asset or liability at the measurement
date. Unobservable inputs reflect the reporting entity’s own assumptions about the assumptions
that market participants would use in pricing the asset or liability (including assumptions about
risk). Unobservable inputs are developed based on the best information available in the
circumstances, which might include the reporting entity’s own data. However, market participant
assumptions cannot be ignored and, accordingly, the reporting entity’s own data used to develop
unobservable inputs are adjusted if information is reasonably available without undue cost and
effort that indicates that market participants would use different assumptions. - The fair value
hierarchy gives the highest priority to Level 1 inputs and lowest priority to Level 3 inputs.

The fair value of the Company’s investments as of and for the year ended December 31, 2010
were all measured using Level 1 inputs.




