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MeGladrey Pullen LIP

McGladrey

Independent Auditors Report

To the Managing Member

SpiderRock EXS LLC

We have audited the accompanying statement of financial condition of SpiderRock EXS LLC the

Company as of December 31 2011 This financial statement is the responsibility of the Companys

management Our responsibility is to express an opinion on this financial statement 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 statement of financial condition is free of material misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the statement of financial

condition An audit also includes assessing the accounting principles used and significant estimates

made by management as well as evaluating the overall statement of financial condition presentation We
believe that our audit provides 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 SpiderRock EXS LLC as of December 31 2011 in conformity with

accounting principles generally accepted in the United States of America

4ee
Chicago Illinois

February 28 2012

Mmhr th ISM nUna etwok ndepenet rntnq ta and or Iftng



SpiderRock EXS LLC

Statement of Financial Condition

December 31 2011

Assets

Cash 865101

Platform usage fees receivable 695871

Deposit with clearing broker 10000

Due from affiliates 85595

Furniture equipment and software net 106664

Other assets 60528

Total assets 1823759

Liabilities and Members Equity

Liabilities

Accounts payable and accrued expenses 33560

Due to affiliate 25000

Total liabilities 58560

Members equity 1765199

Total liabilities and members equity 1823759

See Notes to Statement of Financial Condition



SpiderRock EXS LLC

Notes to Statement of Financial Condition

Note Nature of Operations and Significant Accounting Policies

Nature of operations SpiderRock EXS LLC the Company is securities broker-dealer registered with

the Securities and Exchange Commission SEC The Company is provider for trading programs

software and connectivity for order entry The Company changed its market maker registration to floor

broker status with the Chicago Board Options Exchange Inc on October 31 2011 With the change in

registration status the Company also changed its clearing arrangement from MF Global Inc to NewEdge
USA LLC The Company has no customers and does not provide any clearing or settlement services

The Company operates under the provisions of Paragraph k2ii of Rule 5c3-3 of the Securities

Exchange Act of 1934 and accordingly is exempt from the remaining provisions of that rule Essentially

the requirements of Paragraph k2ii provide that the Company clear all transactions on behalf of

customers on fully disclosed basis with clearing broker-dealer and promptly transmit all customer

funds and securities to the clearing broker-dealer The clearing broker-dealer carries all of the accounts

of the customers and maintains and preserves all related books and records as are customarily kept by

clearing broker-dealer

The Company was organized as limited
liability company on July 30 2008 The operating agreement

provides that the Company will continue until dissolved pursuant to the agreement

summary of the Companys accounting policies are as follows

Accounting policies The Company follows accounting standards established by the Financial

Accounting Standards Board the FASB to ensure consistent reporting of financial condition References

to Generally Accepted Accounting Principles GAAP in these footnotes are to the FASB Accounting

Standards CodificationTM sometimes referred to as the Codification or ASC

Use of estimates 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 Actual

results could differ from those estimates

Accounts receivable Accounts receivable for platform usage fees are stated at the amounts billed to

users of the trading platform and are reduced by managements best estimate of the amounts that will not

be collected

Furniture equipment and software Furniture equipment and software are stated at cost less

accumulated depreciation Depreciation is computed using the straight-line method based on estimated

useful lives of depreciable assets Assets are tested for impairment whenever events or circumstances

indicate the carrying value may be permanently impaired

Revenue recognition Platform usage fees are recorded on the accrual method

Income taxes The Company is limited
liability company and not subject to federal income tax The

members individually are responsible for their allocable portion of taxation of income or loss of the

Company and therefore no provision for taxes is made in the accompanying financial statements



SpiderRock EXS LLC

Notes to Statement of Financial Condition

Note Nature of Operations and Significant Accounting Policies Continued

The FASB provides guidance for how uncertain tax positions should be recognized measured disclosed

and presented in the financial statements This requires the evaluation of tax positions taken or expected

to be taken in the course of preparing the Companys tax returns to determine whether the tax positions

are more-likely-than-not of being sustained when challenged or when examined by the applicable tax

authority Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as

tax benefit or expense and liability in the current year For the year ended December 31 2011

management has determined that there are no material uncertain income tax positions

The Company is not subject to examination by U.S federal and state tax authorities for tax years before

2008

Recent accounting pronouncement In May 2011 the FASB issued Accounting Standards Update

ASU 2011-04 Amendments to Achieve Common Fair Value Measurements and Disclosure

Requirements in U.S GAAP and IFRSs ASU 2011-04 ASU 2011-04 amended ASC 820 Fair Value

Measurements and Disclosures to converge the fair value measurement guidance in GAAP and

International Financial Reporting Standards IFRSs Some of the amendments clarify the application of

existing fair value measurement requirements while other amendments change particular principle in

ASC 820 In addition ASU 2011-04 requires additional fair value disclosures The amendments are to be

applied prospectively and are effective for annual periods beginning after December 15 2011 The

Company is currently evaluating the effect that the provisions of ASU 2011-04 will have on the

Companys financial statements

Note Furniture equipment and software

At December 31 2011 the Company had furniture equipment and software as follows

Equipment 124706

Software 38825

Furniture 2822

166353

Less accumulated depreciation 59689
106664

Note Related-Party Transactions

SpiderRock Trading LLC an entity affiliated by common ownership provides administrative services and

pays certain direct operating expenses incurred by the Company under Management Fee Agreement

the Agreement During the year ended December 31 2011 the Company incurred management fee

in accordance with the terms of the Agreement of which $25000 remains payable as of December 31
2011

The Company provides trading programs software and connectivity to entities affiliated through common

ownership As of December 31 2011 the Company has recorded due from affiliates of $85595 from the

affiliates use of the programs software and connectivity



SpiderRock EXS LLC

Notes to Statement of Financial Condition

Note Lease Commitments

The Company leases office space under noncancelable operating lease agreements At December 31

2011 minimum annual rental commitments exclusive of additional payments that may be required for

certain increases in taxes and operating costs are as follows

2012 80963

2013 82515

2014 84067

2015 85619

2016 87171

Thereafter 88464

508799

Note Members Equity

In accordance with the Operating Agreement of the Company the Managing Member may admit new
members into the organization from time to time in its sole discretion No member shall be entitled to

return of capital contributed except upon unanimous consent of the members or the occurrence of other

specific events as defined in the Operating Agreement All withdrawals are subject to and may be

delayed on account of federal securities laws and the rules and regulations promulgated thereunder

Profits shall be allocated among members in accordance with their ownership percentages

Note Indemnifications

In the normal course of business the Company indemnifies and guarantees certain service providers

such as its clearing broker against specified losses in connection with their acting as an agent of or

providing services to the Company The maximum potential amount of future payments that the

Company could be required to make under these indemnifications cannot be estimated However the

Company believes that it is unlikely it will have to make material payments under these arrangements and

has not recorded any contingent liability in the financial statements for these indemnifications

Additionally the Company enters into contracts that contain variety of representations and warranties

that provide indemnifications under certain circumstances The Companys maximum exposure under

these arrangements is unknown as this would involve future claims that may be made against the

Company that have not yet occurred The Company expects the risk of future obligation under these

indemnifications to be remote

Note Concentrations of Credit Risk

The Company maintains certain cash deposits with financial institution On occasion these deposits

may exceed the maximum insurance level provided by the Federal Deposit Insurance Corporation



SpiderRock EXS LLC

Notes to Statement of Financial Condition

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 5c3-1 which requires the

Company to maintain minimum net capital equal to the greater of $100000 or 6-2/3 percent of

aggregate indebtedness as defined and ratio of aggregate indebtedness to net capital not to exceed
to for the first 12 months after commencing business as broker-dealer and 15 to thereafter At

December 31 2011 the Company had net capital of $948586 which was $848586 in excess of its

required net capital of $100000 At December 31 2011 the Companys net capital ratio was 0.06 to

The minimum net capital requirements may effectively restrict the payment of distributions as they are

subject to among other things the minimum net capital requirements and certain notification

requirements


