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AN OATH OR AFFIRMATION

I, 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, 2011, are true and correct. I further affirm that
neither the Company nor any officer or director has any proprietary interest in any account

classified solely as that of a customer.
W M %”é/

Signature Date

Managing Director and Financial and Operations
Principal

Title

Subscribed to before me this 24th day of
February, 2012.

MuurnQ /T0%
U

Notary Public

MYRNA MOSS
Notary Public-State of New York
No. 01M06129342
Qualified in New York County
Commission Expires June 20, 2013
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INDEPENDENT AUDITORS’ REPORT

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, 2011, and the related statements of income, cash flows, and changes in
stockholder's equity, 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 consideration of internal
control over financial reporting as a 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 Company's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining,
on a 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 a 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, 2011, 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 supplemental Computation of Net Capital for Brokers-Dealers Pursuant to Rule 15¢3-1 under the
Securities Exchange Act of 1934 and Computation for Determination of Reserve Requirements for Brokers-
Dealers Pursuant to Rule SEC 15¢3-3 Under the Securities Exchange Act of 1934 listed in the accompanying
table of contents are presented for the purpose of additional analysis and are not a required part of the basic
financial statements, but are supplementary information required by Rule 17a-5 under the Securities Exchange
Act of 1934. These schedules are the responsibility of the Company's management and were derived from and
relate directly to the underlying accounting and other records used to prepare the financial statements. Such
schedules have been subjected to the auditing procedures applied in our audit of the financial statements and
certain additional procedures, including comparing and reconciling such schedules 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
of America. In our opinion, such schedules are fairly stated in all material respects when considered in relation
to the basic financial statements as a whole,

Dotocitle + Treee dy Ler

February 24, 2012

Member of
Deloitte Touche Tohmatsu
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BlackRock Execution Services
Statement of Financial Condition

December 31, 2011
(Dollar amounts in thousands, except share data)

Assets
Cash
Commissions receivable
Due from related parties
Deferred tax assets
Deposits with clearing organizations
Other assets
Total assets

Liabilities

Due to related parties

Accounts payable and accrued liabilities
Total liabilities

Stockholder's equity
Common stock (50.01 par value - 1,000 shares authorized,
one share issued and outstanding)
Additional paid-in capital
Retained earnings
Total stockholder's equity
Total liabilities and stockholder's equity

46,457
5,240
791
774
1,506
47

54,815

13,170
1,825

14,995

6,486
33,334

39,820
54,815

See accompanying notes to financial statements.



BlackRock Execution Services
Statement of Income

Year ended December 31, 2011
(Dollar amounts in thousands)

__ ]

Revenue

Commissions S 44,108

Other revenue 17

Interest income 1
Total revenue 44,126
Expenses

Clearing fees 12,752

Administrative expenses incurred to a related party 2,491

General and administrative expenses 337
Total expenses 15,580
Income before income taxes 28,546

Income tax expense 10,145

Net income attributable to BlackRock Execution Services

S 18,401

See accompanying notes to financial statements.



BlackRock Execution Services
Statement of Changes in Stockholder’s Equity
Year ended December 31, 2011

(Dollar amounts in thousands)

Total
Additional Paid-  Retained Stockholder's
in Capital Earnings Equity
December 31, 2010 S 6,486 S 29,933 § 36,419
Net income attributable to BlackRock Execution Services - 18,401 18,401
Dividend paid to BlackRock Institutional Trust Company, N.A. - (15,000) (15,000)
December 31, 2011 ) 6,486 S 33,334 § 39,820

See accompanying notes to financial statements.
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BlackRock Execution Services
Statement of Cash Flows

Year ended December 31, 2011
(Dollar amounts in thousands)

Cash flows from operating activities
Net income attributable to BlackRock Execution Services
Changes in operating assets and liabilities:
Commissions receivable
Due from related parties
Deferred tax assets
Deposits with clearing organizations
Other assets
Due to related parties
Accounts payable and accrued liabilities
Cash flows from operating activities

Cash flows from financing activities
Dividend paid to BlackRock Institutional Trust Company, N.A.
Cash flows from financing activities

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash, end of year

Supplemental disclosure of cash flow information is as follows:
Cash paid for income taxes

$18,401

596
1,013
(77)
(1,000)
380
1,684
140

21,137

(15,000)

(15,000)

6,137
40,320

546,457

$10,950

See accompanying notes to financial statements.
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BlackRock Execution Services
Notes to Financial Statements
December 31, 2011

1. Organization

BlackRock Execution Services (“BES” or the “Company”) is incorporated in the State of
California. The Company is a wholly owned subsidiary of BlackRock Institutional Trust

 Company, N.A. (“BTC” or “Parent”), which is a wholly owned indirect subsidiary of

BlackRock, Inc. (“BLK”). The Company is a broker-dealer providing agency trading services
to clients and is registered with the Securities and Exchange Commission (“SEC”) and the
California Department of Corporations and is a 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
differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents primarily consists of cash, money markets and short-term, highly
liquid investments with original maturities, at the 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. At December 31, 2011, the Company did not have any cash equivalents.



BlackRock Execution Services
Notes to Financial Statements (continued)
December 31, 2011

Revenue Recognition

The Company earns agency trading commissions from acting as an introducing broker-dealer.
Commissions and related clearing expenses are recorded on a 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 740, Income Taxes. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to temporary 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 to reverse. The effect of a 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, a
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 a charge to the
Company’s statement of income. Further, the Company records its income taxes receivable and
payable based upon its estimated income tax liability.

The Company has not recorded any liabilities on its Statement of Financial Condition
pursuant to ASC 740-10 at December 31, 2011.
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BlackRock Execution Services
Notes to Financial Statements (continued)
December 31, 2011

3. Income Taxes

For the year ended December 31, 2011, the Company’s operations will be included in the
consolidated federal income tax return of BLK. BES does not file separate state and municipal
income tax returns; all BES state and/or municipal income tax returns will be consolidated with
one or more BLK subsidiaries on a combined or unitary basis. The Company has entered into a
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. These payments and refunds
are to be settled with BLK or its wholly owned subsidiaries. As of December 31, 2011, the
Company recorded income taxes payable of $10.0 million and income taxes receivables of $791
thousand in the statement of financial condition, which is included in due to related parties and
due from related parties, respectively.

A 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, 2011
(Dollar amounts in thousands) S %
Statutory income tax expense $9,991 35.0%
Increase in income taxes resulting from:
State and local taxes (net of federal benefit) 154 0.5%
Income tax expense $10,145 35.5%
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BlackRock Execution Services
Notes to Financial Statements (continued)
December 31, 2011

3. Income Taxes (continued)

The provision for income taxes consists of the following:

Year ended
December 31,
- (Dollar amounts in thousands) 2011

Current:

Federal $9,987

State and local 236
Total current ' 10,223
Deferred:

Federal (78)
Total deferred (78)
Total income tax expense $10,145

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 Company’s financial statements. These temporary differences result in taxable or
deductible amounts in future years. The temporary difference that gave rise to a significant
portion of the Company’s deferred tax asset at December 31, 2011, 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 2003 remain open for state and local income tax examinations. During 2011, the IRS
commenced its federal income tax audit for the tax years 2007 through 2009, and while the
impact on the Company’s financial statements is undetermined, it is not expected to be
material. The Company is currently under audit in certain state and local jurisdictions.

The Company recognizes interest and penalties related to income tax matters as a component of
income tax expense. For the year ended December 31, 2011, the Company did not have any
interest or penalties related to income tax matters.
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BlackRock Execution Services
Notes to Financial Statements (continued)
December 31, 2011

4. 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 a fee. The fee is 101% of actual
expenses incurred but not in excess of the Company’s net income produced from the brokerage
business activity. Administrative expenses incurred for the year ended December 31 , 2011 were
$2.5 million and the Company had a $282 thousand payable at December 31, 2011, related to
such activities.

Due to related parties includes approximately $2.9 million owed to various BLK wholly owned
subsidiaries for various payments made on behalf of the Company.

As of December 31, 2011, outstanding amounts related to the aboVe transactions are recorded in
due to and due from related parties on a net basis where the legal right and intention to offset
exists.

5. Indemnifications, Commitments and Contingencies

In the normal course of business, the Company may enter into contracts and agreements that
contain a variety of representations, warranties and general indemnifications. The Company’s
maximum exposure under these arrangements cannot 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 material liability arising under these
arrangements is remote. No liability has been recorded on the statement of financial condition.
In the normal course of business, the Company may be named as a 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
would have a material effect on the financial statements of the Company at December 31 , 2011,

6. Deposits with Clearing Organizations

The Company maintains two collateral deposits in the amount of $1.5 million with its clearing
brokers.

10
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BlackRock Execution Services
Notes to Financial Statements (continued)
December 31, 2011
7. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule, which requires the maintenance of
minimum net capital of the greater of $5 thousand or 6.67% of aggregate indebtedness, and
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not
exceed 15 to 1 after the first year of operations. At December 31, 2011, the Company had net
capital of $35.7 million, which was $34.7 million in excess of its required net capital of $1.0
million. The Company’s ratio of aggregate indebtedness to net capital was 0.42 to 1.

8. 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
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BlackRock Execution Services

Computation of Net Capital for Brokers and Déalers

Pursuant to Rule 15¢3-1 Under the
Securities Exchange Act of 1934
December 31, 2011
(Dollar amounts in thousands)

Computation of net capital

Total stockholder's equity $ 39,820
Less: Non-allowable assets
Commissions receivable 2,486
Deferred tax assets 774
Deposits with clearing organizations 6
Due from related parties 791
Other assets 46
Total non-allowable assets deductions 4,103
Net capital $ 35,717
Computation of net capital requirement ,
Net capital requirement (6.67% of aggregate indebtedness) (A) $ 1,000
Minimum dollar net capital requirement B) $ 5
Net capital requirement (greater of (A) or (B)) $ 1,000
Excess net capital (net capital less net capital
requirement) S 34,717
Net capital less 10% of greater of 10% of aggregate
indebtedness or 120% of (B) $ 34,218
Computation of aggregate indebtedness
Total liabilities $ 14,995
Ratio of aggregate indebtedness to net capital 0.42to 1

Note:

No material differences exist between the above computation and the computation
included in the Company's corresponding unaudited FOCUS Report (Form X-17A-5 Part
I1A) filing as of December 31, 2011, filed on January 26, 2012, as amended on February
23, 2012.
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BlackRock Execution Services
Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant to Rule
15¢3-3 Under the Securities Exchange Act of 1934
December 31, 2011

The Company is exempt from the provisions of the Rule 15¢3-3 of the Securities Exchange Act of
1934 under paragraph (k)(2)(ii) of that Rule.

13
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Deloitte.

Deloitte & Touche LLP
Two World Financial Center
New York, NY 10281-1414
USA

Tel: +1 212 436 2000
Fax: +1 212 436 5000
www.deloitte.com

February 24, 2012

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, 2011 (on which we issued our report dated
February 24, 2012 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
Company’s internal control over financial reporting ("internal control") as a 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 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 (the "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 compliance with 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 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 making the quarterly securities examinations, counts,
verifications, and comparisons, and the recordation of differences required by Rule 17a-13 or in 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.

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 Tohmatsu
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BlackRock Execution Services
February 24, 2012
Page 2

A deficiency in internal control 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 and correct misstatements on a timely basis. A significant deficiency is a deficiency, or.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 entity'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 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 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, 2011, to meet the SEC’s
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 17a-5(g)
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,

DM " otecte (C/°



