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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

CME BD Services Inc

We have audited the accompanying statement of financial condition of CME BD Services Inc

the Company as of December 31 2011 and the related statements of income changes in

stockholders equity and cash flows for the year then ended 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 Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement We were not engaged

to perform an audit of the Companys internal control over financial reporting Our audit

included 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 internal 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 and evaluating the

overall financial statement presentation We believe that our audit provides reasonable basis for

our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of CME BD Services Inc at December 31 2011 and the results of their

operations and their cash flows for the year then ended in conformity with U.S generally

accepted accounting principles

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

as whole The information contained on Schedule is presented for purposes of additional

analysis and is not required part of the financial statements but is supplementary information

required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information is the

responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the financial statements The information has been

subjected to the auditing procedures applied in the audit of the financial statements and certain

additional procedures including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to the

financial statements themselves and other additional procedures in accordance with auditing

standards generally accepted in the United States In our opinion the information is
fairly stated

in all material respects in relation the financial statements as whole

ow7LLP

Chicago Illinois

February 29 2012



CME BD Services Inc

Statement of Financial Condition

December 312011

Assets

Cash 29684037

Accounts receivable net of allowance of $1581 27563788

Due from affiliates 2987412

Deferred income taxes 24910

Other assets 106828

Total Assets 60366975

Liabilities

Due to affiliates 6159203

Income tax payable 3408130

Other liabilities 1571262

Total Liabilities 11138595

Stockholders Equity

Common stock par value $1 per share authorized 1000 shares issued 100 shares 100

Additional paid-in capital 7629897

Retained earnings 41598383

Total Stockholders Equity 49228380

Total Liabilities and Stockholders Equity 60366975

See accompanying notes to the financial statements



CME BD Services Inc

Statement of Income

Year Ended December 31 2011

Licensing revenue 52339185

Total Revenues 52339185

General administrative and other 693831

Total Expenses 693831

Operating Income 51645354

Interest income 8758

Total Non-Operating Income 8758

Income before Income Taxes 51654112

Income tax provision 21408282

Net Income 30245830

See accompanying notes to the financial statements



CME BD Services Inc

Statement of Changes in Stockholders Equity

Year Ended December 31 2011

Common Additional Total

Stock Common Paid-in Retained Stockholders

Shares Stock Capital Earnings Equity

Balance at January 2011 100 100 7629897 26352553 33982550

Net income 30245830 30245830

Cash dividends paid 15000000 15000000

BalanceatDecember3l2011 100 100 7629897 41598383 49228380

See accompanying notes to the financial statements



CME BD Services Inc

Statement of Cash Flows

Year Ended December 31 2011

Cash Flow from Operating Activities

Net Income 30245830

Adjustments to reconcile net income to net cash provided by operating activities

Allowance for doubtful accounts 270889

Deferred income taxes 163665

Change in assets and liabilities

Accounts receivable 9070548

Other assets 104980

Other liabilities 5626780

Due to due from affiliates 4327089

Net Cash Provided by Operating Activities 19663387

Cash Flow from Finaticing Activities

Cash dividends paid 15000000

Net Cash Used in Financing Activities 15000000

Net change in cash 4663387

Cash beginning of period 25020650

Cash End of Period 29684037

Supplemental Disclosure of Cash Flow Information

Income taxes paid 18080000

See accompanying notes to the financial statements



CME BD Services Inc

Notes to the Financial Statements

December 31 2011

Organization

On March 18 2010 the Board of Trade of the City of Chicago Inc CBOT and Dow Jones Company Dow Jones formed

business venture CME Group Index Services LLC Index Services to operate global financial index services business

CBOT and Dow Jones own 90% and 10% of the venture respectively As part of the formation of the venture Index Services

acquired Dow Jones B.D Services Inc which was subsequently renamed CME BD Services Inc the company

In November 2011 CME Group Inc CME Group announced that it will contribute certain assets and liabilities of Index

Services including accounts receivable of the company to new index business venture with The McGraw-Hill Companies

Inc McGraw-Hill The transaction is expected to close by June 2012 subject to regulatory approval and customary closing

conditions If the transaction closes the company will cease to receive license fee revenue

On December 19 1997 the company was registered as broker/dealer under the Securities Exchange Act of 1934 The

companys business is limited to collecting licensing fees It does not perform any functions typically performed by broker/

dealers such as carrying customer accounts keeping customer money or securities engaging in proprietary trading acting as

dealer in security providing investment advice or extending credit to others for the purchase of securities The company is

member of the Financial Industry Regulatory Authority FINRA

Summary of Significant Accounting Policies

The preparation of the financial statements in conformity with generally accepted accounting principles in the United States

requires management to make estimates and assumptions that affect the amounts of assets and liabilities as of the date of the

financial statements as well as the amounts of revenues and expenses reported during the period and to disclose contingent

assets and liabilities as of the date of the financial statements Actual results could differ from those estimates

Cash Cash consists of cash on hand The companys cash is on deposit with one financial institution As of December 31

2011 the companys account balances with such financial institution exceeded federally insured limits The cash on deposit

includes an account denominated in euro Foreign currency transaction gains and losses on this account are recognized in

general administrative and other expenses portion of the companys cash balance is swept to an offshore investment account

on an overnight basis which meets the requirements of the Securities and Exchange Commissions SEC Rule 15c3-1c
Investment income generated from the overnight offshore investment is recognized in non-operating income

Accounts Receivable Accounts receivable includes billed and unbilled amounts earned under licensing agreements Revenues

earned by the company but unbilled as of December 31 2011 totaled $17641520 Accounts receivable is presented net of an

allowance for doubtful accounts The allowance for doubtful accounts is estimated based on historical experience receivable

aging current economic trends and specific identification of certain receivables that are at risk of not being paid Historically

the write-offs of bad debts have been insignificant The allowance for doubtful accounts included in accounts receivable at

December 31 2011 was $1581

Revenue Recognition Revenues which are recognized on an accrual basis represent license fees earned under license

agreements entered into by the company Index Services and third parties These fees are attributed to and recorded by the

company due to their transaction-based nature pursuant to regulatory requirements see Note These include fees based on

the number of contracts traded on an exchange and fees based on the notional value of structured products issued by licensees

Expenses General administrative and other expense includes allocated expenses for accounting facilities and related support

provided to the company by Index Services Expenses also include foreign currency transaction gains and losses on the euro-

denominated cash account as well as bad debt expense and other fee sharing expenses

Income Taxes The company files its own federal and state income tax returns Deferred income taxes arise from temporary

differences between the tax basis and book basis of assets and liabilities valuation allowance is recognized if it is anticipated

that some or all of deferred tax assets may not be realized The company accounts for uncertainty in income taxes recognized in

its financial statements by using more-likely-than-not recognition threshold based on the technical merits of the tax position

taken or expected to be taken The company classifies interest and penalties related to uncertain tax positions in income tax

expense



Regulatory Requirements

The company is subject to the SECs Uniform Net Capital Rule Rule 15c3-1 under the Securities Exchange Act of 1934

Exchange Act Rule 5c3- requires that the companys net capital be at least the greater of $5000 or 6-2/3% of aggregate

indebtedness At December 31 2011 the companys net capital was $18485220 This amount exceeded the companys

minimum net capital requirement of $742573 at December 31 2011 by $17742647 The company is exempt from Rule

5c3-3 pursuant to paragraph k2ii because it does not hold customer funds or securities

Related Party Transactions

In 2011 the company made distributions through dividend payments to its parent totaling $15000000 At December 31 2011

amounts due from to affiliates consisted of the following

Index Services

Chicago Mercantile Exchange Inc

CME Group

Dow Jones

Total

Due From Affiliates

1757118

1230294

2987412

Due To Affiliates

6114203

45000

6159203

Federal

State

Total

16536936

4707681

21244617

127607

36058

163665

Total Income Tax Provision 21408282

The principal reason for the difference between the companys effective tax rate and the statutory federal income tax rate is

related to state income taxes

The balance sheet as of December 31 2011 had deferred tax assets of $24910 which primarily related to the allowance for

doubtful accounts and accrued expenses At December 31 2011 there were no valuation allowances recognized

As of December 31 2011 the company did not have any unrecognized tax benefits The company believes it is reasonably

possible that within the next twelve months unrecognized domestic tax benefits will not change by significant amount The

company recognizes interest and penalties if any related to uncertain tax positions within the statements of income The

company is subject to examination by various state local and federal tax authorities within the U.S for tax years subsequent to

2007

Income Taxes

The income tax provision consisted of the following for the year
ended December 31 2011

Current

Federal

State

Total

Deferred



Other Liabilities

Other liabilities consisted of the following at December 31 2011

Sales tax liability 1230294

Accounts payable 210702

Other 130266

Total 1571262

Commitments and Contingencies

The company believes that it has contingent liability for uncollected sales tax associated with revenues generated prior to

March 18 2010 under certain agreements in certain jurisdictions in which the company operates As result the company has

recorded liability for approximately $1.2 million at December 31 2011 which is included in other liabilities on the statement

of financial condition The company has also recorded receivable related to the indemnification of this liability which is

included in other assets on the statement of financial condition by Dow Jones under the terms of the venture agreement The

company began collecting sales tax in 2010 and believes that it is now in compliance with sales tax filing requirements in the

jurisdictions in which it operates

Subsequent Events

In preparing its financial statements the company considered subsequent events through February 29 2012 which was the date

the companys financial statements were available to be issued
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CME BD Services Inc

Schedule

Computation of Net Capital Pursuant to Rule 15c3-1 of the Securities and Exchange Act

December 31 2011

Computation of net capital

Total stockholders equity from statement of financial condition 49228380

Total stockholders equity qualified for net capital 49228380

Total capital and allowable subordinated liabilities 49228380

Total nonallowable assets from statement of financial condition 30682938

Net capital before haircuts on securities positions 18545442

Haircuts on foreign currency computed where applicable pursuant to 5c3- 10 60222

Net Capital 18485220

Computation of basic net capital requirement

Minimum net capital required 2/3% of total aggregate indebtedness A. or $5000 whichever is greater 742573

Excess net capital 17742647

Computation of aggregate indebtedness

Total A. liabilities from statement of financial condition

Due to affiliates 6159203

Income tax payable 3408130

Other liabilities 1571262

Total aggregate indebtedness 11138595

Nonallowable assets from statement of financial condition

Accounts receivable net of allowance 27563788

Due from affiliates 2987412

Deferred income taxes 24910

Other assets 106828

Total nonallowable assets from statement of financial condition 30682938

Reconciliation with companys computation included in Part II of Form X-17A-5 as of December 31
2011

Net capital as reported in companys Part II unaudited 19039612

Adjustment to accounts receivable net of tax 554392

Net capital per above 18485220

11



CME BD Services Inc

Statement Regarding Rule 15c3-3

December 31 2011

The activities of the company are limited to collecting license fees and are exempt pursuant to subparagraph k2ii of Rule

15c3-3 of the Securities Exchange Act of 1934 which provides exemption from such Rule

12
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Supplementary Report of Independent Registered Public Accounting Firm on Internal Control Required

by SEC Rule 17a-5g1

The Board of Directors

CME BD Services Inc

In planning and performing our audit of the financial statements of CME BD Services Inc the

Company as of and for the year
ended December 31 2011 in accordance with auditing standards

generally accepted in the United States we considered its internal control over financial reporting

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

Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities The study included tests of 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 determining 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 including any of the following

Making quarterly securities examinations counts verifications and comparisons and recordation

of differences required by Rule 7a- 13

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 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 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

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 functions 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 was not designed to identify all deficiencies in internal control that might be deficiencies

significant deficiencies or 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

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 material 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 2011 to meet the

SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC and other regulatory agencies that rely on Rule 7a-5g 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

oc47LLP

February 29 2012

Chicago Illinois



Report of Independent Accountants on Applying Agreed-Upon Procedures

To the Board of Directors and Management of CME BD Services Inc

We have performed the procedures enumerated below which were agreed to by the Board of Directors and

management of CME BD Services Inc the Company the Securities Investor Protection Corporation

SIPC the Securities and Exchange Commission and the Financial Industry Regulatory Authority in

accordance with Rule 7a-5e4 of the Securities Exchange Act of 1934 We performed the procedures

solely to assist the specified parties in evaluating the Companys compliance with the applicable instructions

of the General Assessment Reconciliation Form SIPC-7 for the year ended December 31 2011 The

Companys management is responsible for the Companys 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 fol lows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement record

entries There were no findings

Compared the amounts reported on the FOCUS reports as adjusted in the financial statements for the

fiscal period from July 2011 to December 31 2011 with the amounts reported in Form SIPC-7 for

the fiscal period from July 2011 to December 31 2011 There were no findings

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

There were no findings

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

supporting schedules and working papers supporting the adjustments There were no findings

We were not engaged to and did not conduct an examination the objective of which would be the expression

of an opinion on compliance with the applicable instructions of the General Assessment Reconciliation Form

SIPC-7 for the year ended December 31 2011 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

Ct

tW7LLP
Chicago Illinois

February 29 2012


