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OATH OR AFFIRMATION

Richard Cotter swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Dealerweb Inc as

of December31 2012 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 customer except as follows

MARC RABINOWTZ
NOTARY PUBLIC STATE OF NEWYORK

NO 01RA8011892

QUALIPIEO IN KIN$ COUNTY
My CmmIgIin lfP AgwSt 17 2014

Notary Public
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El Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

El An Oath or Affirmation

El copy of the SIPC Supplemental Report

El report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit
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Independent Auditors Report

To The Board of Directors and Shareholder of Dealerweb Inc

We have audited the accompanying balance sheet of Dealerweb Inc the Company as of December31

2012

Managements Responsibility for the Balance Sheet

Management is responsible for the preparation and fair presentation of the balance sheet in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of

balance sheet that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the balance sheet 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

balance sheet is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the balance sheet The procedures selected depend on our judgment including the assessment of the risks

of material misstatement of the balance sheet whether due to fraud or error In making those risk

assessments we consider internal control relevant to the Companys preparation and fair presentation of

the balance sheet in order to design 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 Accordingly

we express no such opinion An audit also includes evaluating the appropriateness of accounting policies

used and the reasonableness of significant accounting estimates made by management as well as

evaluating the overall presentation of the balance sheet We believe that the audit evidence we have

obtained is sufficient and appropriate to provide basis for our audit opinion

Opinion

In our opinion the accompanying balance sheet presents fairly in all material respects the financial

position of Dealerweb Inc at December 31 2012 in accordance with accounting principles generally

accepted in the United States of America

h2c LL

February 28 2013

PricewaterhouseCoopers LLP PricewaterhouseCoopers Center 300 Madison Avenue New York NY10017

646 471 3000 813286 6ooo www.pwc.com/us



Dealerweb Inc

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 48408659

Deposits with clearing organizations 7077550

Receivables from brokers and dealers and clearing organizations 5314350

Furniture equipment and leasehold improvements at cost net of

accumulated depreciation and amortization of $3932943 3075578

Memberships in clearing organizations at cost 124574

Prepaid taxes 1058584

Prepaid expenses 659539

Security deposits 142202

Other assets 3105441

Total assets 68966477

Liabilities and Stockholders Equity

Liabilities

Payable to brokers and dealers clearing organization 1836837

Payable to affiliates 3205812

Accrued compensation 25047505

Accrued income taxes 4837980

Accrued expenses and other payables 1828995

Deferred tax liability 435400

Total liabilities 37192529

Stockholders Equity

Common stock

Class $.01 par value 150000 shares authorized

105862 shares issued 1059

Class nonvoting $.01 par value 50000 shares authorized

7586 shares issued 76

Additional paid-in capital 14255446

Retained earnings 42144217

56400798

Common stock in treasury at cost 36022 shares 24626850

Total stockholders equity 31773948

Total liabilities and stockholders equity 68966477

The accompanying notes are an integral part of these financial statements



Dealerweb Inc

Notes to Financial Statement

December 31 2012

Nature of Operations

Dealerweb inc the Company is registered broker dealer operating as brokers broker in the purchase

and sale of United States government and government agency mortgage-backed securities United States

Treasury bills notes and bonds collateralized mortgage obligations commercial mortgage-backed

securities asset-backed securities corporate securities and municipal securities

The Company is registered member of the Financial Industry Regulatory Authority FlNRA and is

subject to the Securities Exchange Act of 1934 SEC
Dealerweb Inc is wholly-owned subsidiary of Tradeweb 1DB Markets Inc the Parent The Parent is

wholly-owned subsidiary Tradeweb Markets LLC

Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with U.S generally accepted accounting principles

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 revenue and expenses during the reporting period Actual results could differ from

those estimates

Cash and Cash Equivalents

Cash and cash equivalents consists of cash and highly liquid investments such as short-term money
market instruments with original maturities of generally less than three months

Fair Value Measurement

Certain financial instruments that are not carried at fair value on the balance sheet are carried at amounts

that approximate fair value These instruments include cash and cash equivalents deposits with clearing

organizations accounts receivable membership in clearing organizations security deposits accounts

payable payable to affiliates and accrued expenses

The fair value hierarchy under ASC 820 prioritizes the inputs to valuation techniques used to measure fair

value The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical

assets or liabilities level measurements and the lowest priority to unobservable inputs level

measurements The three levels of the fair value hierarchy under ASC 820 are described below

Basis of Fair Value Measurement

Level Unadjusted quoted prices in active markets that are accessible at the measurement date for

identical unrestricted assets or liabilities

Level Quoted prices in markets that are not considered to be active or financial instruments for which all

significant inputs are observable either directly or indirectly

Level Prices or valuations that require inputs that are both significant to the fair value measurement and

unobservable

financial instruments level within the fair value hierarchy is based on the lowest level of any input that is

significant to the fair value measurement



Dealerweb Inc

Notes to Financial Statement

December 31 2012

The Companys cash instruments are classified within level of the fair value hierarchy because they are

valued using quoted market prices in active markets The Companys deposits with clearing organizations

accounts receivable membership in clearing organizations security deposits accounts payable payable to

affiliates and accrued expenses are classified within level of the fair value hierarchy because all significant

inputs are observable either directly or indirectly The Company has no instruments that are classified

within level of the fair value hierarchy

Furniture Equipment and Leasehold Improvements and Depreciation and Amortization

Furniture equipment and leasehold improvements are stated at cost less accumulated depreciation and

amortization Depreciation of furniture and equipment is computed using straight-line methods over the

estimated useful lives of the related assets Leasehold improvements are amortized over the shorter of the

lease terms or the estimated useful lives of the improvements

Cash and Cash Equivalents

At December 31 2012 cash equivalents include an investment in money market funds of $44000000 with

major financial institution Due to the short-term liquid nature of these instruments the recorded value has

been determined to approximate fair value The money market fund is classified within level of the fair

value hierarchy

Deposits With Clearing Organizations

Deposits with clearing organizations include cash of $7077550

Receivable from and Payable to Brokers and Dealers and Clearing Organizations

Balances receivable from and payable to brokers and dealers and clearing organizations resulting from the

Companys normal securities transactions are generally collateralized by those securities The Company

may be exposed to credit risk regarding its receivables which are primarily receivable from financial

institutions including banks and broker/dealers At December 31 2012 the Company has established an

allowance for doubtful accounts of $100000 with regard to these receivables

Furniture Equipment and Leasehold Improvements

Furniture equipment and leasehold improvements consists of the following at December 31 2012

Furniture 302617

Computer equipment 3405631

Telephone equipment 1801120
Leasehold improvements 1176355
Other 322.798

7008521
Less accumulated depreciation and amortization 3931943

$075578

Leases

The Company is obligated under non-cancelable operating lease for office space in Berkeley Heights

New Jersey The lease expires January 31 2020 The lease contains provision for escalation based on

increases in certain costs incurred by the landlord



Dealerweb Inc

Notes to Financial Statement

December 31 2012

The Company is obligated under non-cancelable operating tease for office space in Boca Raton Florida

The lease expires December 31 2013 The lease contains provision for escalation based on increases in

certain costs incurred by the landlord

The schedule of minimum future lease payments only represents rental payments for teases that are held in

the Companys name The Company is also allocated portion of rent expense from leases held by

Tradeweb Markets LLC in which part of the teased space is occupied by employees of the Company

schedule of future minimum annual rental payments due is as follows

Year Ending

December 313 2012 Amount

2013 355647

2014 339111

2015 339111

2016 339111

2017 339111

Thereafter 706.482

2.418.573

Income Taxes

The Parent files consolidated federal income tax return and combined state and local returns The Parent

makes income tax payments and charges the subsidiary for its share of the expense which is computed as

if the subsidiary filed separate tax returns The tax benefits of consolidation are reflected in the Parents

results of operations

The Companys provision for income taxes is different from that which would be expected using statutory

rates due to nondeductible portions of dues customer relations and entertainment expenses

The Company uses the asset and liabihty method to calculate deferred tax assets and liabilities in

accordance with FASB ASC 740 Deferred taxes are recognized based on the differences between the

financial statement carrying amounts of existing assets and liabilities and their respective tax bases using

enacted tax rates expected to apply to taxable income in the years in which those differences are expected

to be recovered or settled

Profit-Sharing Employee Stock Ownership Plans

The Company sponsors defined contribution retirement plan covering substantially all employees

Contributions to the plan are determined at year-end by the Company There was no profit-sharing expense

for the year ended December 31 2012 Employees qualify for benefits upon reaching the age of 60 Vesting

begins at 33% after one year of service and increases to 67% after two years of service and to 100% after

the third year

The profit-sharing plan provides for an employee election to reduce compensation by voluntary

contribution to 40 1k account Eligible employees receive 401k matching contributions The Company

matches 100% of the employees contribution up to 3% and 50% of the next 2% which vests immediately

The Company also sponsors an Employee Stock Ownership Plan ESOP Employees are eligible to

participate in the ESOP after one year of service and the attainment of twenty-one years of age The ESOP

provides at the discretion of its Board of Directors for the Company to make annual contributions up to the

maximum amount permitted under the Internal Revenue Code There were no contributions for the year
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ended December 31 2012 Management has terminated the ESOP and is distributing all assets to its

participants

10 Net Capital Requirements

The Company is subject to the net capital requirements of rule 5c3-1 of the Securities and Exchange

Commission wherein broker-dealer is to have at all times sufficient assets to cover current indebtedness

In accordance with the rule broker-dealer is required to maintain defined minimum net capital of the

greater of $150000 or 1/15 of aggregate indebtedness At no time may the ratio of the aggregate

indebtedness to net capital exceed 15 to

Dealerwebs net capital as defined and the ratio of aggregate indebtedness to net capital are as follows as

of December31 2012

Net capital as defined $17414307

Minimum net capital required $2450477

Net capital in excess of minimum requirement 83O
Excess net capital at 1000 percent S13.738.594

Total aggregate indebtedness $6.7571 30

Ratio of aggregate indebtedness to net capital 2.11 to

Dividend payments are subject to certain notification and other provisions of the net capital rule of the SEC

11 Off-Balance-Sheet Risk and Concentration of Credit Risk

In the normal course of business the Company as agent executes transactions with and on behalf of

other brokers and dealers If the agency transactions do not settle because of failure to perform by either

counterparty the Company may be obligated to discharge the obligation of the non-performing party and as

result may incur loss if the market value of the security is different from the contract amount of the

transaction

substantial number of the Companys transactions are collateralized and executed with and on behalf of

limited number of brokers and dealers The Companys exposure to credit risk associated with the

nonperformance of these clients in fulfilling their contractual obligations pursuant to securities transactions

can be directly impacted by volatile trading markets which may impair the clients ability to satisfy their

obligations to the Company

The Company does not expect nonperformance by counterparties in the above situations However the

Companys policy is to monitor its market exposure and counterparty risk In addition the Company has

policy of reviewing as considered necessary the credit standing of each counterparty with which it conducts

business

The Company has cash in banks in excess of FDIC-insured limits and is exposed to the credit risk

resulting from this concentration of cash

12 Related Party Transactions

Under service agreement between the Company and Tradeweb Markets LLC Markets Markets

provides the Company with certain legal financial tax accounting human resources facilities marketing

technology and administrative services relating to the Companys inter-dealer broker business The

Company paid dividends of $2349498 to the Parent for the year ended December 312012
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The Company enters into transactions with the ultimate owners of the Parent At December 31 2012 the

following balances with such affiliates were included in the statement of financial condition in the following

line items

Cash and cash equivalents $45194473

Deposits with clearing organizations 250000

Receivables from brokers and dealers and clearing organizations 4109274

Other assets 199737

Payable to brokers and dealers and clearing organization 736936

13 Subsequent Events

There were no subsequent events requiring adjustment to the financial statements or disclosure

through February 28 2013 the date that the Companys financial statements were issued
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