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February 28, 2014

Securities and Exchange Commission
Registrations Branch

Mail Stop 8031

100 F Street, NE

Washington, DC 20549

To Whom It May Concern:
We submit herewith the following reports of Bloomberg Tradebook LLC (the “Company”). -

e Two copies of the Company’s Statement of Financial Condition as of December 31, 2013.

e Two copies of the Company’s Financial Statements and Supplemental Schedules
pursuant to Rule 17a-5 of the Securities and Exchange Commission for the year ended
December 31, 2013.

e Two copies of our letter regarding the Company's intemal control.

It is our understanding that the Company's Financial Statements and Supplemental Schedules, which are

bound separately from the Statement of Financial Condition, shall be deemed confidential pursuant to the
disclosure standard set forth in paragraph (e)(3) of Rule 17a-5.

Ve ly yours,

WM@"“M

PricewaterhouseCoopers LLP

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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Report of Independent Auditors on Internal Control
Required by SEC Rule 17a-5 and CFTC Regulation 1.16

To the Members of Bloomberg Tradebook LLC

In planning and performing our audit of the financial statements of Bloomberg Tradebook LLC (the
Company) as of and for the year ended December 31, 2013, 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 our 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”) and
Regulation 1.16 of the Commodity Futures Trading Commission (the “CFTC”), 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) and Regulation 1.16, in the following for
period of April 16, 2013 through December 31, 2013:

1. Making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11) and the
reserve required by Rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
recordation of differences required by Rule 17a-13

3. 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

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3

5. Making the periodic computations of minimum financial requirements pursuant to Regulation 1.17.
Due to conversion of the Company'’s registration with the SEC from introducing broker to clearing broker
on April 16, 2013, the Company was exempt from compliance with the objectives stated in Rule 17a-5(g)
stated above from the period of January 1, 2013 through April 16, 2013. During this period, the Company
was subject to the objectives stated in Rule 17a-5(g), in the following which were included in our tests of
compliance:

1. Making the periodic computations of aggregate debits and net capital under Rule 17a-3(a)(11)

2. Determining compliance with the exemptive provisions of Rule 15¢3-3

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, www.pwc.com/us
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Because the Company does not carry commodity accounts for customers or perform custodial functions
relating to customer’s commodity accounts at any time during the year ended December 31, 2013; we did
not review the practices and procedures followed by the Company in any of the following:

1. Making the daily computations of the segregation requirements of Section 4d(a)(2) of the Commodity
Exchange Act and the regulations thereunder, and the segregation of funds based on such
computations

2. The daily computations of the foreign futures and foreign options secured amount requirements
pursuant to Regulation 30.7 of the CFTC :

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraphs. 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 paragraphs and to assess
whether those practices and procedures can be expected to achieve the SEC's and the CFTC's previously
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 preparation of
financial statements in conformity with generally accepted accounting principles. Rule 17a-5(g) and
Regulation 1.16(d)(2) list additional objectives of the practices and procedures listed in the preceding
paragraphs,

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.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control over financial reporting 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 matérial misstatement of the company'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, second and third
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 and certain regulated commodity customer and firm assets that we consider to be material
weaknesses, as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second and
third paragraphs of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, 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 and third paragraphs
of this report, were adequate at December 31, 2013 to meet the SEC's and CFTC's objectives.
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This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the CFTC, the Financial Industry Regulatory Authority and other regulatory agencies that rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 or Regulation 1.16 of the CFTC or both in their
regulation of registered broker-dealers and futures commission merchants, and is not intended to be and
should not be used by anyone other than these specified parties.
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February 28, 2014
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Independent Auditor's Report
To the Members of Bloomberg Tradebook LLC:

We have audited the accompanying financial statements of Bloomberg Tradebook LLC, which comprise the
statement of financial condition as of December 31, 2013, and the related statement of operations, statement of
changes in members’ equity and statement of cash flows for the year then ended.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements 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
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, we consider internal control relevant to the Company’s preparation and fair presentation of the
financial statements 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 Company's 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 financial statements. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Bloomberg Tradebook LLC at December 31, 2013, and the results of its operations and its cash flows
for the years then ended in accordance with accounting principles generally accepted in the United States of
America.

PricewaterhouseCoopers LLP, PricewaterhouseCoopers Center, 300 Madison Avenue, New York, NY 10017
T: (646) 471 3000, F: (813) 286 6000, wWww.pwe.com/us
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Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole.
Schedules I, IT and III are presented for purposes of additional analysis and is not a required part of the financial
statements, but is supplementary information required by Rule 17a-5 under the Securities Exchange Act of 1934
and Regulation 1.10 under the Commodity Exchange Act. The 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 of America. In our opinion, the information is fairly stated, in all
material respects, in relation to the financial statements taken as a whole.

Mﬁm (Copei 7t

February 28, 2014



Bloomberg Tradebook LLC
Statement of Financial Condition
December 31, 2013

Assets

Cash and cash equivalents

Cash segregated under federal and other regulations
Receivable from brokers and dealers, net of allowance of $763,040 (Note 4)
Securities Borrowed

Deposits and receivable from clearing organizations
Receivable from customers

Receivable from affiliates

Securities owned, at fair value (cost $5,518,637)
Deferred tax assets

Other assets

Total assets

Liabilities and Members’ Equity
Liabilities
Soft dollars payable
Payable to affiliates
Accounts payable and accrued expenses
Deferred revenue
Payables to brokers and dealers
Payables to customers
Accrued employee compensation
Deferred compensation
Total liabilities
Contingencies and guarantees (Note 9)
Members' equity
Total liabilities and members’' equity

The accompanying notes are an integral part of these financial statements.
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$201,319,033
25,135,704
9,601,360
22,841,800
31,510,001
20,029,646
761,385
5,616,923
355,205
1,800,937

$318,871,994

$16,1565,379
3,880,480
6,752,970
161,169
5,534,763
19,145,209
10,677,892
4,488,249

66,686,111

252,185,883

$318,871,994




Bloomberg Tradebook LLC

Statement of Operations
December 31, 2013

Revenues

Commissions $138,487,437

Other revenue 1,359,756

Interest income 207,103
Total revenues 140,054,296

Expenses

Execution and clearing fees 45,098,159

Employee compensation and benefits 30,363,269

Terminal rebate fees 19,079,745

Affiliate service fees 15,469,556

License fees 12,115,551

Professional fees 5,716,201

Travel and entertainment 2,582,512

Regulatory fees 979,165

Other expenses 5,030,582
Total expenses 136,434,740
Income before income tax 3,619,556

Income tax expense 517,241
Net Income $3,102,315

The accompanying notes are an integral part of these financial statements.

4




Bloomberg Tradebook LLC
Statement of Changes in Members’ Equity

December 31, 2013

Balance at December 31, 2012 $249,184,211
Net Income 3,102,315
Distributions to members (100,643)
Balance at December 31, 2013 $252,185,883

The accompanying notes are an integral part of these financial statements.

5



Bloomberg Tradebook LLC
Statement of Cash Flows
December 31, 2013

Cash flows from operating activities

Net Income

Adjustments to reconcile net income to net cash used in operating activities
Deferred taxes
Provision for bad debts

Changes in assets and liabilities
Increase in restricted cash
Increase in receivable from brokers and dealers
Increase in receivable from clearing organizations
Increase in receivables from customers
Decrease in receivable from affiliates
Increase in securities owned
increase in other assets
Increase in soft dollars payable
Increase in payable to affiliates
Increase in accounts payable and accrued expenses
Decrease in deferred revenues '
Increase in payables to brokers and dealers
Increase in payables to customers
increase in deferred compensation
Net cash used in operating activities

Cash flows from financing activities
Distribution to members
Net cash used in financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents

Beginning of year
End of year

$3,102,315

517,241
66,096

(8,825,597)
(17,501,799)
(31,510,001)
(20,029,646)
993,561
(517,935)
(60.812)
993,836
754,713
2,271,803
(215,589)
5,534,763
19,145,209
370,982

(44,910,860)

(100,643)

(100,643)

(45,011,503)

246,330,536

$201,319,033




Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

1.  Organization and Nature of Business

Bloomberg Tradebook LLC (the “Company”), a Delaware Limited Liability Company, was
established on March 28, 1996, and commenced operations on December 12, 1996. Bloomberg LP
(“Bloomberg”), a Delaware Limited Partnership, is the managing member and owns 99% of the
Company. Bloomberg T-Book Inc., a Delaware Corporation, is also a member and owns 1% of the
Company, collectively (the “Members”). The Company is a broker-dealer registered with the
Securities and Exchange Commission and is a member of the Financial Industry Regulatory
Authority ("FINRA"), the Commodity Futures Trading Commission ("CFTC") and the National
Futures Association ("NFA")

The Company was formed to provide customers of the Bloomberg Financial Information Network
(“Bloomberg Professional”), which is owned and operated by Bloomberg, with an automated trade
execution, clearance and settiement system (“Tradebook System”) for multiple asset classes. The
Tradebook System mainly processes equities, futures and options transactions. The Company
earns commission revenue on securities transactions it processes and incurs expenses for
executing and clearing services provided by third-party broker-dealers.

The Company has self-clearing registrations or memberships with various U.S. self-regulatory
organizations (“SROs”") and clearing organizations for U.S. equities. In April 2013, Bloomberg
Tradebook LLC changed from an introducing broker dealer where all accounts where introduced to
a registered clearing member for equity clearance to a self-clearing member.

2. Significant Accounting Policies

Basis of Presentation
The financial statements are presented in conformity with generally accepted accounting principles
in the United States (“GAAP”). The U.S. Dollar is the functional currency of the Company.

Prior to May 24, 2013, the consolidated financial statements included the accounts of the Company
and its wholly-owned subsidiary BSEF LLC (“BSEF"). All significant intercompany accounts and
transactions with the Company and its subsidiary have been eliminated. Post distribution of BSEF,
the financial statements are not required to be prepared on a consolidated basis as the Company
has no subsidiaries.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures 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

The Company considers all highly liquid investments with original maturities of three months or less
to be cash equivalents. The Company maintains cash and cash equivalents with major, high-credit
quality, financial institutions. At December 31, 2013, the Company has a cash balance that
exceeded the Federal Deposit Insurance Corporation (“FDIC") limit of $250,000.

Securities Owned, at Fair Value and Securities Sold, but Not Yet Purchased
All “securities owned, at fair value” and “securities sold, but not yet purchased” are recorded at fair
value. Associated revenue and expenses are recorded on trade date.

7



Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

Securities Transactions

Receivables from brokers, dealers and clearing organizations include amounts receivable for fails
to deliver, cash deposits for securities borrowed, amounts receivable from clearing organizations
and commissions receivable. Payables to brokers, dealers and clearing organizations include
amounts payable for fails to receive, amounts payable to clearing organizations on open
transactions and execution cost payables.

Receivables from customers consist of customer deliveries that were not fulfilled at December 31,
2013 and commissions earned. Payables to customers primarily consist of customer’s securities
transactions that were not fulfilled at December 31, 2013.

Securities Borrowed

Securities borrowed are reported as collateralized financings. Securities borrowed transactions
require the Company to deposit cash or other collateral with the lender. The Company monitors the
fair value of securities borrowed on a daily basis, with additional collateral obtained or refunded as
necessary. Securities borrowed are recorded at the amount of cash collateral advanced, adjusted
for additional collateral obtained or received. Interest on such transactions is accrued and included
in the Statement of Financial Condition. The amount borrowed as of December 31, 2013 was
$22,841,800.

The Company engages in securities borrowed transactions as part of its self-clearing process
primarily to facilitate customer transactions, including failed settiements.

Revenues and Executing and Clearing Fees
Commissions and related expenses from executing and clearing transactions for customers are
recorded on trade date.

Interest income is earned on cash and cash equivalents and is accrued daily.

Soft Dollars

Under a commission management program, soft dollar arrangements are entered into between the
Company and its customers. Commission payments that exceed customer commitments are
allocated in the respective customer soft dollar accounts. As the Company acts as an agent in
these transactions, it records such amounts on a net basis within Commissions on the Statement of
Operations. Customer payments for research and research related services are reflected in these
soft doliar accounts.

3. Fair Value Measurement

ASC 820 (Fair Value Measurements and Disclosures) defines fair value, establishes a framework
for measuring fair value, establishes a fair value hierarchy based on the quality of inputs used to
measure fair value, and enhances disclosure requirements for fair value measurements.

In accordance with ASC 820, the Company has categorized its financial instruments, based on the
priority of the inputs to the valuation technique, into a three-level fair value hierarchy. The fair value
hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). Financial
assets and liabilities recorded on the Statement of Financial Condition are categorized based on
the inputs to the valuation techniques as follows:



Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

Level 1 Financial assets and liabilities whose values are based on unadjusted quoted prices for
identical assets or liabilities in an active market that the Company has the ability to
access at the measurement date for identical assets or liabilities.

Level 2 Financial assets and liabilities whose values are based on quoted prices in markets that
are not active or model inputs that are observable either directly or indirectly for
substantially the full term of the asset or liability. Leve! 2 inputs include the following:

a. Quoted prices for identical or similar assets or liabilities in active or nonactive markets;
and

b. Pricing models whose inputs are observable for substantially the full term of the asset
or liability.

Level 3 Financial assets and liabilities whose values are based on prices or valuation techniques
that require inputs that are both unobservable and significant to the overall fair value
measurement. These inputs reflect management's own assumptions about the
assumptions a market participant would use in pricing the asset or liability.

As required by ASC 820, when the inputs used to measure fair value fall within different levels of
the hierarchy, the level within which the fair value measurement is categorized is based on the
lowest level input that is significant to the fair value measurement in its entirety. Thus, a Level 3 fair
value measurement may include inputs that are observable (Levels 1 and 2) and unobservable
(Level 3). Gains and losses for such assets and liabilities categorized within Level 3, if any, may
include changes in fair value that are attributable to both observable inputs (Levels 1 and 2) and
unobservable inputs (Level 3).

A review of fair value hierarchy classifications is conducted on a quarterly basis. Changes in the
observability of valuation inputs may result in a reclassification of certain financial assets or
liabilities.

To determine the fair values, the Company uses the market approach which uses observable
prices and other relevant information generated by market transactions for identical securities held
by the Company or comparable publicly traded securities with similar characteristics. The following
table presents the Company'’s fair value hierarchy for those assets and liabilities measured at fair
value on a recurring basis as of December 31, 2013.

Fair Value Measurements on a Recurring Basis

Description {Level 1) (Level 2) (Lovel 3) Total

Assets

U.S. Govemment* $ 999,987 s $ $ 999,987

Money Market Fund $ 45,307,838 $ $ $ 45,307,838

Common Stock $ 4,516,936 $ $ $ 4,516,036
Total assets $ 50,824,759 $ s $ 50,824,750

" Security represents a US Government T-Bill with a maturity date of February 6, 2014 and is held
on deposit at a cleaning broker.



Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

US GAAP requires disclosure of the estimated fair value of certain financial instruments and the
methods and significant assumptions used to estimate their fair values. Certain financial
instruments that are not carried at fair value on the balance sheet are carried at amounts that
approximate fair value due to their short term nature and generally negligible credit risk. These
instruments include cash and cash equivalents, segregated cash, receivables from brokers and
dealers, clearing organizations, customers & affiliates, soft dollars payable, payable to affiliates,
accounts payables, payables to brokers and dealers & customers. Cash and cash equivaients are
considered Level 1 financial assets while all other financial instruments listed above are considered
Level 2.

4. Cash Segregated Under Regulations

Cash segregated under Federal and Other regulations represents special reserve bank accounts
for the exclusive benefit of customers (“Special Reserve Bank Account”) maintained by the
Company in accordance with Rule 15¢3-3 of the Securities Exchange Act of 1934 (“Customer
Protection Rule”). At December 31, 2013, cash of $25,135,704 is segregated in Special Reserve
Bank Accounts and primarily represents funds allocated to customers as a result of soft dollar
transactions.

5. Receivables from and Payables to Brokers, Dealers and Clearing Organizations

The following is a summary of receivables from and payables to brokers, dealers and clearing
organizations at December 31, 2013:

Receivables Payables

from to
Broker-dealers $ 10,199,378 $ -
Clearing organizations 31,510,001 927,740
Securities borrowed 22,841,800 -
Securities failed-to-deliver/receive - 4,607,023
Other 165,023 -
64,716,202 5,634,763
Allowance for doubtful accounts (763,040) -
Total $ 63,953,162 $ 5,634,763

The Company monitors collections and payments and maintains an allowance for doubtful
accounts. An allowance for doubtful accounts on receivable from brokers, dealers and clearing
organizations is to absorb potential credit losses. The allowance for doubtful accounts is based
upon the historical collection experience and specific collection issues that have been identified.
Additions to the allowance for doubtful accounts are charged to bad debt expense, which is
included in "Other expenses" in the Company’s Statement of Operations.

10



Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

6. Receivables from Customers

The following is a summary of receivables from and payables to customers at December 31, 2013

Receivables Payables
from to
Customers $ 820,806 $ 220
Customer deliveries that were not fulfilled 19,208,840 19,144,989
Total $ 20,029,646 $ 19,145,209

The Company maintains an allowance for doubtful accounts based upon estimated collectability of
receivables to absorb potential credit losses. The Company uses an aging method to establish the
bad debt provision and is based upon the following:

Days Aged 30-59 60-89 90-119 >=120
Percentage of Write Off 10% 15% 30% 50%

The allowance for doubtful accounts recorded for the year ended December 31, 2013 was $66,096.
7. Employee Compensation

Bloomberg provides non-executive employees with compensation under various deferred
compensation plans. Deferred compensation payable in more than twelve months is recorded at a
discount. There is a long term deferred incentive program (“LTIP") with variable award amounts
equal to a percentage of employees' total average annual compensation over a period as defined
within the program. A portion of the LTIP is payable in August 2014 and the remainder is payable
based on the Partnership's achievement of a revenue goal with the payout amounts linked to the
timing of the achievement of this goal. The estimates used to record the LTIP liability and related
expense are based on projected employee turnover, increases in compensation and revenue
growth which impacts the anticipated attainment date for achieving the revenue goal.

In addition, the Company has an annual cash bonus plan which is linked to departmental
performance, achievement of individual goals and a bonus target, which is adjusted based on
terminal installations and attainment of certain revenue targets.

8. Unincorporated Business Tax

The Company is a limited liability company, which is treated as a partnership for tax purposes. As a
result, the income or loss of the Company is includable in the federal and state tax returns of the
respective members of the Company. However, the Company is subject to the New York City
Unincorporated Business Tax (“UBT").

UBT is accounted for using the asset and liability method pursuant to ASC 740 (Income Taxes).
Deferred taxes are recognized for the tax consequences of “temporary differences” by applying
enacted statutory tax rates applicable to future year’s differences between the financial statement
carrying amounts and the tax bases of existing assets and liabilities.

1



Bloomberg Tradebook LLC
Notes to the Financial Statements
December 31, 2013

The components of the deferred tax assets are as follows:

Deferred compensation $ 286,389
Unrealized loss on investment 404
Net Operating Loss 53,817
Allowance for doubtful accounts 14,505

$ 355,205

The deferred tax asset amounting to $355,205 as of December 31, 2013 is the result of temporary
differences arising from prior years' net operating losses and deferred compensation.

Management believes that it is more likely than not that deferred tax asset will be realized;
therefore, no valuation allowance was recorded for the deferred tax asset as of December 31, 2013.

The components of the UBT provision are as follows:

Current $ -
Deferred 617,241
Total income tax $ 517,241

The effective tax rate varies from the statutory rate of 4.0% based on the amount of total income
apportioned to NYC.

The Company reviews the benefits associated with tax positions periodically, and records benefits
based on a recognition threshold of more-likely-than-not to be sustained upon audit by the relevant
taxing authority. Management has analyzed the Company’s tax positions, and has concluded that
no liability should be recorded related to uncertain tax positions taken on returns filed for open tax
years or expected to be taken in the Company’s current year tax return.

The Company is currently not under UBT examination by the NYC taxing authority. Tax years prior
to 2010 are closed to examinations.

9. Related Party Transactions

License Fee

Bloomberg licenses the use of the Bloomberg Professional to the Company and provides certain
services to the Company, pursuant to a license and services agreement. These services include
management and operation of the Tradebook System, administration, management, office space,
and other services including, but not limited to, management information systems,
telecommunications, accounting and financial services, legal and other support. In consideration,
the fee paid equaled the product of Bloomberg's total cost incurred during the year for
programming, and hosting, the System and 120% (the “Tradebook Mark-Up") less the Total
Tradebook System Credit (as defined in the licenses and services agreement in effect). Under this
agreement, the fee paid would be only to the extent such fee does not reduce the Company's net
capital below the minimum net capitai required by the FINRA. For the year ended December 31,
2013, the license fee was $12,115,551, recorded as “License Fee” on the Statement of Operations
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Affiliate Service Fee

Bloomberg also provides management and administrative services pursuant to this agreement, for
which the Company pays a service fee. The service fee for services provided by Bloomberg was
$15,469,556, recorded as “Affiliate service fees” on the Statement of Operations. As part of these
services, the Company receives marketing services from certain Bloomberg subsidiaries and must
pay each affiliate a fee for such services, approximately equal to the product of .50 times 110% of
the operating costs. For the year ended December 31, 2013, such marketing fees totaled
$6,478,760, which are included in the aforementioned “Affiliate service fees’. Bloomberg also
recharged finance and administration costs amounting to $6,612,796 and rent and related charges
amounting to $2,378,000 to the Company for the year, which is included in the aforementioned
“Affiliate service fees”.

At December 31, 2013, $514,754 related to these service agreements is due and included in
“Payable to affiliates” in the Statement of Financial Condition. In addition, the Company must be
reimbursed for any excess fees provided to such affiliates. At December 31, 2013, $3,286 related
to the service agreements is due and included in “Receivable from affiliates” in the Statement of
Financial Condition.

Terminal Rebate Fees

In addition, the Company must pay Bloomberg a terminal rebate fee, equal to credits received by
customers on Bloomberg products that are earned based on trade executions effectuated on the
Tradebook System. For the year ended December 31, 2013, the terminal rebate fee was
$19,079,745. The Company also reimburses Bloomberg for expenditures that Bloomberg incurs on
behalf of the Company. At December 31, 2013, $95,959 is due to Bioomberg, which is included in
“Payable to affiliates” in the Statement of Financial Condition.

Executing and Clearing Fees

The Company receives executing and clearing services through an affiliated broker dealer for Non
US Equities. The clearing services are provided by third party clearing firms. For the year ended
December 31, 2013, executing and clearing expenses related to this arrangement totaled
$7,879,152. As part of the arrangement, the affiliate collects commissions on behalf of the
Company on settled trades. At December 31, 2013, the Company has a balance of $758,099 for
unremitted commissions earned and this is included in “Receivable from affiliates” in the Statement
of Financial Condition.

The Company provides executing and clearing services to an affiliated broker-dealer. As part of the
arrangement, the Company collects commissions on behalf of the affiliate. The Company eamed
$5,943,473 from the affiliate for the execution and clearing services for the year ended December
31, 2013 and such amount is included in “Commissions” on the Statement of Operations. At
December 31, 2013, $3,087,331 of commissions is due to an affiliate and included in “Payables to
affiliates” in the Statement of Financial Condition.

The remaining $182,436 included in "Payable from affiliates” in the Statement of Financial
Condition relates to other balances.

The Company has transactions and relationships with affiliated companies. Because of these

relationships, terms of these transactions may not be the same as those that would resuilt in
transactions with unrelated parties.
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10.

Contingencies and Guarantees

ASC 460 (Guarantees) requires the Company to disclose information about its obligations under
certain guarantee arrangements.

Indemnifications

In the normal course of business, the Company’s business activities involve the introduction of
securities transactions originating on the Bloomberg Professional service or approved computer-to-
computer interfaces that are executed, cleared and settied by Company, and in certain cases,
unrelated clearing brokers. These transactions are subject to the credit risk of counterparties or
customer nonperformance. Pursuant to customer and certain clearing agreements, the Company
may be required to reimburse clearing organizations, central clearing facilities and / or its clearing
agents, without limit, for any losses due to any counterparty’'s failure to satisfy is contractual
obligations. However, the transactions are collateralized by the underlying security, thereby
reducing the associated risk to changes in the market value of the security through the settlement
date. There was no liability recorded at December 31, 2013 for customer nonperformance.

In addition, the Company has the right to pursue collection or performance from its customers who
do not perform under their contractual obligations. The Company monitors the credit standing of
the clearing brokers, clearing organizations, central clearing facilities and all customers with which
it conducts business. As a result of the settlement of these transactions, there were no amounts to
be indemnified to the Company'’s clearing agents, clearing organization and central clearing
facilities at December 31, 2013.

Pursuant to a transaction agreement, the Company is responsible for direct loss or damage
incurred by customers of the Bloomberg Professional in the event of errors in transmission and/or
processing caused by the Bloomberg Professional. The Company'’s liability is limited by the terms
stated in the customer agreement. The Company maintains an insurance policy that provides
protection against certain losses incurred in connection with the Company’s normal business
activities.

The Company provides representations and warranties to other counterparties in connection with a
variety of commercial transactions and occasionally indemnifies them against potential losses
caused by the breach of those representations and warranties. The Company’s maximum
exposure under these arrangements is unknown, as this would involve future claims that may be
made against the Company that have not occurred. However, based on experience, the Company
expects the risk of loss to be remote. As such, the Company believes that the fair value of such
warranties is not material.
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1.

12.

13.

14.

Guarantees

Pursuant to a clearing service agreement, the Company has issued a guarantee in favor of a third-
party service provider for the prompt payment and settiement of security transactions processed by
an affiliate. The amount of the guarantee is limited to an amount by which $150,000,000 exceeds
the tangible net worth of that affiliate as of the date of enforcement. However, the transactions are
collateralized by the underlying security, thereby reducing the associated risk to changes in the
market value of the security through the settlement date. As a result of the settiement of these
transactions, there are no amounts to be indemnified to the guaranteed party at December 31,
2013.

Distributions

The Company recognizes distributions when declared. During the year ended December 31, 2013,
the Company declared and distributed its wholly owned subsidiary, BSEF LLC, to Bloomberg and a
cash distribution to its member, Bloomberg T-Book Inc., collectively with a value of $100,643 to its
members. All distributions when made are in proportion to the members’ equity.

Net Capital Requirements

As a registered broker-dealer and member of FINRA, the Company is subject to the Securities and
Exchange Act's Uniform Net Capital Rule 15¢3-1. The Company computes net capital under the
alternative method, permitted by the rule, which requires that the maintenance of net capital, as
defined, equal to the greater of $250,000 or 2 percent of aggregate debit arising from customer
transactions, as defined. At December 31, 2013, the Company had excess net capital of
$240,856,008 and its net capital requirement was $674,385.

Customer Protection Reserve Requirement

The Company is subject to the Securities and Exchange Act’'s Broker Dealer Customer Protection
Rule 15¢3-3. The Company computes a weekly calculation under the alternative method, which
requires a 3% reduction on its aggregate debits items. At December 31, 2013, the Company had
$25,135,704 in a segregated customer reserve bank account.

Subsequent Events

In February 2014, Bloomberg Tradebook LLC changed from an introducing broker dealer where all

accounts where introduced to a registered clearing member for Canadian and Mexican equity
clearance to a self-clearing member.
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Computation of net capital
Members’ equity

Deductions

Non-allowable assets
Receivable from brokers and dealers, greater than 30 days
Receivable from affiliates
Deferred tax assets
Other assets
Fails

Total Deductions

Net capital before haircuts

Haircuts
US Government
Stocks and Warrants
Other-Money Market
Total Haircuts

Net Capital

Computation of alternative net capital requirement
Minimum net capital required (the greater of $250,000 or 2% of
aggregate debits arising from customer transactions)
Excess net capital

Schedule |

$252,185,883

5,038,482
761,385
355,205

1,780,937

1,132,499

9.068.508

2431170379

5,000
675,825
906,157

1,586,982

There are no material differences between the above computation and the computation included in the
Company's unaudited PART Il FOCUS Report as of December 31, 2013 filed on January 28, 2014.
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Credit Balances
Free credit balances and other credit balances in customer security accounts

Customer securities failed to receive
Other
Total Credits
Debit Balances
Debit balances in customers’ cash and margin accounts excluding unsecured

accounts doubtful of collections net of deductions

Securities borrowed to effectuate short sales by customers and securities
borrowed to make delivery on customers’ securities failed to deliver

Aggregate debit items

Less 3% (for alternative method only)
Total Debits

Reserve Computation

Excess of total credits over total debits

Amount held on deposit in “Reserve Bank Account(s)", including value of
Qualified securities at end of reporting period

Schedule Il

$19,122,489
3,510,968
17.477.739
40111196

19,208,426

14,501,920
33,710,346

(1.011,310)
32,699,036

7,412,160

$25.135.704

The differences between the above computation and the computation included in the Company’s
unaudited PART Il FOCUS Report as of December 31, 2013 filed on January 28, 2014 are as foliows:

Line Item As Reported on FOCUS Audit Adjustment
Other 17,477,739 (1,322,360)
Total Credits 40,111,196 (1,322,360)

Excess of total credits over

total debits 7,412,160 (1,322,360)
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Bloomberg Tradebook LLC
Information for Possession and Control Requirements Under Rule 15¢3-3

December 31, 2013 . Schedule il

Customers' fully paid securities and excess margin securities not in the
respondent’s possession or control as of the report date (for which instructions
to reduce to possession or control had been issued as of the report date) but

for which the required action was not taken by respondent within the time frames
specified under Rule 15¢3-3.

A. Market value None
B. Number of Items None

Customers' fully paid securities and excess margin securities for which instructions
to reduce to possession or control had not been issued as of the report date,
excluding items arising from “temporary lags which result from normal business
operations” as permitted under Rule 15¢3-3

A. Market Value None
B. Number of items None
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