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OATH OR AFFIRMATION

I, ___AMOHAMMAD  MANNAN , swear (or affirm) that, to the best of

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

— SEMPLEX TRADING &LLC , as
of _ DEceMmBER 2 ,20__ /¥, are true and correct. I 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 a customer, except as follows:

S OFFICIALSEAL $ o,

» ANGELA D LUCAS ' % >

2 NOTARY PUBLIC - STATE OF ILLINOIS / %
$ MY COMMISSION EXPIRES:06/03/17 ~ T
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\-’N@ry Public

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) " Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

X
X
O
O
O
O
O (g Computation of Net Capital.
O
O
O
O
|
O

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

(W

**For conditions of confidential treatment of certain portions of this filing, see section 240.1 7a-5(e)(3).
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McGladrey LLP

% McGladrey

Report of Independent Registered Public Accounting Firm

To the Managing Member
Simplex Trading, LLC
Chicago, llinois

We have audited the accompanying statement of financial condition of Simplex Trading, LLC (previously
SET Trading Partners, LLC) (the Company) as of December 31, 2014 and the related notes (the financial
statement). This financial statement is the responsibility of the Company's management. Our
responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable

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 statement, 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, the financial statement referred to above presents fairly, in all material respects, the
financial position of Simplex Trading, LLC as of December 31, 2014 in conformity with accounting
principles generally accepted in the United States.

%4% et

Chicago, lllinois
February 24, 2015

Momber of the RSM Intemational of indepand g, tax and consudting firms,



Simplex Trading, LLC {previoulsy SET Trading Partners, LLC)

Statement of Financial Condition
December 31, 2014

Assets

Cash
Financial instruments owned, at fair value
Dividends receivable from broker-dealer

Equipment, at cost (net of accumulated depreciation of $28,032)
Other assets

Total assets

Liabilities and Member's Equity

Liabilities:
Due to broker-dealer
Financial instruments sold, not yet purchased, at fair value
Payable to affiliates
Accounts payéble and accrued expenses
Total liabilities

Member's equity

Total liabilities and members' equity

See Notes to Statement of Financial Condition.

$ 690,602
1,067,809,059
246,406

8,009

13,116

$ 1,068,767,192

$ 267,424,609
712,142,634
3,937,453
4,498,671

988,003,367

80,763,825

$ 1,068,767,192




Simplex Trading, LLC (previousiy SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: Simplex Trading, LLC (the Company), previously SET Trading Partners, LLC (a
Delaware limited liability company) is a broker-dealer registered with the Securities and Exchange
Commission (SEC). The Company is a member of Chicago Board of Options Exchange and Miami
Exchange. The Company specializes in the electronic, proprietary trading of U.S. exchange-traded
securities and options under a Joint Back Office agreement with ABN AMRO Clearing Chicago, LLC.

The Company’s Class A interests are wholly-owned by Mishkin, Anderson & Securities, LLC (MAGS)
(See Note 5).

On August 1, 2014, MAGS transferred in the trading operations of its wholly-owned subsidiary Simplex

Investments, LLC into the Company. In addition, MAGS made cash contribution of $22,316,677 into the
Company.

A summary of the Company'’s significant accounting policies follows:

The Company follows Generally Accepted Accounting Principles (GAAP), as established by the Financial
Accounting Standards Board (the FASB), to ensure consistent reporting of financial condition, results of
operations, and cash flows.

Use of estimates: The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Financial instruments owned and financial instruments sold, not yet purchased: Financial
instruments owned and financial instruments sold, not yet purchased, including equities and equity
options, are recorded on the trade-date basis and are valued at fair value with unrealized gains and
losses reported in trading gains, net in the statement of operations.

The company recognizes contractual interest on securities on an accrual basis, and dividend income and
expense is recognized on the ex-dividend date. Commission and related clearing expenses are recorded
on a trade-date basis as securities transaction ocour.

Financial instruments sold, not yet purchased represent obligations to deliver a specified quantity of
securities. The company is obligated to purchase securities at a future date at then prevailing prices that
may differ from the fair values reflected in the statement of financial condition.

Due to broker-dealer: Due to broker dealer includes trades pending settlement, cash and margin
balances. The Company may obtain short-term financing from the clearing broker from whom it can
borrow against its proprietary inventory positions, subject to collateral maintenance requirements.

Equipment: Equipment includes computét'hardWaré ahd is recorded at cost. Equipment is depreciated

on a straight-line basis over the estimated useful lives of the assets.

income taxes: The Company is organized as a limited liability company and is a disregarded entity for
federal and state income tax purposes. Accordingly, no provision or benefit for federal income taxes has
been made in the Company’s financial statements. .



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies (Continued)

FASB provides guidance for how uncertain income tax positions should be recognized, measured,
disclosed and presented in the financial statements. The guidance requires the evaluation of tax
positions taken or expected to be taken in the course of preparing the Company'’s tax returns to
determine whether the tax positions are “more-likely-than-not” of being sustained “when challenged” or
“when examined” by the applicable tax authority. Tax positions not deemed to meet the more-likely-than-
not threshold would be recorded as a tax benefit or expense and liability in the current year.

Through December 31, 2014, management has determined that there are no material uncertain income
tax positions.

The Company is generally not subject to examination by U.S. federal or state taxing authorities for tax
years before 2011.

Note 2. Fair Value of Financial Instruments

Level 1: Unadjusted quoted prices in':a,ctive markets for identical assets or liabilities that the reporting
entity has the ability to access at the measurement date. ‘

Level 2: Inputs other than quoted prices within Level 1 that are observable for the asset or liability, either
directly or indirectly; and fair value is generally determined through the use of models or other valuation
methodologies. A significant adjustment to a Level 2 input could result in the Level 2 measurement
becoming a Level 3 measurement.

Level 3: Inputs are unobservable for the asset or liability and include situations where there is little, if any,
market activity for the asset or liability. The inputs into the determination of fair value are based upon the
best information in the circumstances and may require significant management judgment or estimation.

The availability of observable inputs can vary from instrument to instrument and is affected by a wide
variety of factors, including, for example, the type of instrument, whether the instrument is new and not
yet established in the marketplace, the liquidity of markets, and other characteristics particular to the
instrument. To the extent that valuation is based on models or inputs that are less observable or
unobservable in the market, the determination of fair value requires more judgment. Accordingly, the
degree of judgment exercised.in determining fair value is greatest for instruments categorized in Level 3.

In certaih cases, the inputé' used to measure fair value may fall into different levels of the fair“value
hierarchy. In such cases, a fiqangial instrument’s: level within the fair value hierarchy is based on the
lowest level of input that is significant to the fair value measurement. The Company's assessment of the

significance of a particular input to the fair value measurement in its entirety requires judgment, and



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 2.  Fair Value of Financial Instruments (Continued)

Financial instruments owned and financial in:
and traded on a national securities exchang
using the last reported sales price on the da

Level 1 in the fair value hierarchy.

The Company assesses the level of th
between levels are recognized on the
transfer in accordance with the Comp
between levels of the fair value hierar

The following table presents the Com
at fair value on a recurring basis as o

Fair Value Measurements Using

struments sold, not yet purchased that are actively trading
e, or reported on the NASDAQ national market, are valued
y of valuation. These financial instruments are classified as

e financial instruments at each measurement date, and transfers
actual date of the even or change in circumstances that caused the
any’s accounting policy regarding the recognition of transfers
chy. There were no transfers among levels during the year.

pany’s fair value hierarchy for those assets and liabilities measured
f December 31, 2014:

Quoted Prices in Significant
Active Markets for Other Significant
Identical Assets Observable Unobservable
and Liabilities Inputs Inputs
Description : Total (Level 1) (Level 2) (Level 3)
Assets
Financial instruments ow ned:
Equities $ 644,323,147 § 644,323,147 § - $ -
Equity options 423,485,912 423,485,912 - -
$ 1,067,809,059 $ 1,067,809,059 $ - -3 -
Liabilties
Financial instruments sold, not
yet purchased:
Equities $ 318,106,832 § 318,106,832 $ - $ -
Equity options 394,035,802 394,035,802 - -
$ 712,142,634 $ 712,142,634 § - $ -

The Company’s derivative acﬁvities consist of the tradin
The Company employs arbitrage strategies between ex

Substantially all of the Company'’s other
either already at fair value, or at car

maturity of the instruments.

g of exchange-traded equity options contracts.

change-traded securities and option contracts.

assets and liabilities are considered financial instruments and are
rying amounts that approximate fair value because of the short



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 3. Due to Broker-Dealer

Due to broker-dealer, net at December 31, 2014, consists of the following:

Asset Liability Net
Due to broker-dealer $ - $ (237,618490) $ (237,61 8,490)
Unsettled securities transactions 34,044,584 (63,850,703) (29,806,119)

$ 34044584 § (301,469,193) §$§ (267,424,609)

The Company has a credit facility with its clearing firm, ABN AMRO Clearing Chicago, LLC. The purpose
of the credit facility is to finance transactions of the Company. As of December 31, 2014 the Company
has a maximum credit line of $750,000,000 and a cash limit of $750,000,000 with interest at negotiated
rates ranging from 0.0 to 40.0 basis points. At December 31, 2014, the Company has an outstanding
credit balance of $578,405,349 and an outstanding cash balance of $267,178,203. The Company’s credit
line has been increased to $1 ;000,000,000 on January 2, 2015.

Per the agreement, the Company must keep minimum net liquidating balances as defined, with the
clearing firm. The securities held at the clearing firms that are pledged to secure the credit line total
$1,067,809,059 in market value at December 31, 2014.

Note 4. Derivative Financial Instruments

Derivative financial instruments are based upon an underlying asset, index, or reference rate or a
combination of these factors. The Company uses derivative financial instruments as part of its trading
activities. These financial instruments, which generally include exchange-traded equity options expose

the Company to varying degrees of market and credit risk that may be in excess of the amounts recorded
in the statement of financial condition.

The Company's trading activities involve the use of risk management strategies to reduce directional and

non-directional risks based on models and there is no guarantee that the hedging strategies will achieve
their desired effect. '

These derivative contracts are recorded on the statemenit of financial condition as assets and liabilities

measured at fair value. The Company does not consider any derivative instruments to be hedging
instruments, as those terms are generally understood under GAAP.

As of December 31, 2014, the Company's derivative activities had the following impact on the statement
of financial condition: -

Statement of Assets at Liabilities at
Underlying Risk Financial Condition Location Fair Value Fair Value Net
BEquities Financial instruments ow ned $423,485,912 - $423,485912
Financial instruments sold, not yet purchased - (394,035,802) (394,035,802)

$ 29,450,110
e



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 4.  Derivative Financial Instruments (Continued)

For the year ended December 31, 2014, the Company has elected the alternative disclosure for gains
and losses on derivative instruments included in its trading activities. This alternative disclosure permits
the Company to disclose on a combined basis the gains and losses related to all derivative and non-
derivative (or cash) instruments classified as trading instruments disaggregated by the type of underlying
risk. The Company traded approximately 44,000,000 option contracts and approximately 836,000,000
shares in 2014,

Note 5. Members’ Equity

The Company's Operating Agreement provides for three classes of members: Class A, Class B and Class
C, as defined. The Company's Class A Membership Units are wholly-owned by MAGS. The owner of the
Class A Membership Units control all voting rights and is responsible for appointing members to the
management committee. Class B and Class C members have no voting interests in the Company. As of
December 31, 2014, there are no Class B and Class C membership interests in the Company.

Under the terms of the amended operating agreements, management and control of the Company,
including overall authority on all trading activities of the Company, is vested exclusively in the Manager.

The Manager is comprised of a three person management committee that is appointed by the Class A
member.

Class B and C members are admitted at the sole discretion of the Manager, have no voting right and do
not participate in the management of the Company. The Manager may restrict, suspend or terminate the
trading activities of a Class B or C member at any time for any reason

Note 6. Related-Party Transactions

The Company operates under an expense sharing agreement with Simplex Investments, LLC. Simplex
Investments, LLC, a servicing company and an affiliate of the Company by common ownership provides
the Company with employees (leased employees), supplies and equipment, and use of space. Under
this agreement, $2,450,102 is payable to Simplex Investments, LLC as of December 31, 2014,

The Company operates under a software license agreement with Simplex Technologies, LLC (previously
Prefontaine Trading, LLC) a technology servicing company and an affiliate of the Company by common
ownership. Based on the terms of the software license agreement, Simplex Technologies, LLC provides
the Company its software, related materials, related documentation and services related to supporting,

maintaining and improving the software. Under this agreement $1,487,351 is payable as of December 31
2014.

Note 7. Off-Balance-Sheet Risk and Concentration of Credit Risk

Market risk is the potential change in an instrument’s value caused by fluctuations in interest rates, equity
prices, credit spreads, or other risks. Exposure to market risk is influenced by a number of factors,
including the relationships between financial instruments and the volatility and liquidity in the markets in
which the financial instruments are traded. In many cases, the use of derivative financial instruments
serves to modify or offset market risk associated with other transactions and, accordingly, serves to
decrease the Company’s overall exposure to market risk. The Company attempts to control its exposure

to market risk arising from the use of these financial jnstruments through various analytical monitoring
techniques. ' ,'



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Finaneial Condition

Note 7. Off-BaIance-S_heet Risk and Concentration of Credit Risk (Continued)

Credit risk arises from the possible inability of counterparties to meet the terms of their contracts. The
Company’s exposure to credit risk associated with counterparty nonperformance is limited to the current
cost to replace all contracts in which the Company has a gain. The Company limits credit risk by
executing options transactions through regulated exchanges that are subject to the exchanges’
counterparty approval procedures and margin requirements.

The Company conducts business with a broker-dealer for its trading activities. The clearing and
depository operations of the Company's trading activities are performed by this broker pursuant to
agreements. The Company monitors the credit standing of this broker on an ongoing basis. In the event
the broker is unable to fulfill its obligations, the Company would be subject to credit risk.

The Company's financial instruments that are exposed to concentrations of credit risk consist primarily of
cash. The Company maintains its cash accounts at financial institutions located in the United States. At
times, the Company may have cash that exceeds the balance insured by the Federal Deposit Insurance
Corporation. The Company monitors such credit risks and has not experienced any losses related to
such risks. 4

Note 8. Guaranteese‘nd Inqemnifications

In the normal course of the business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company’s maximum exposure under these arrangements is unknown and the risk of loss is remote, as it
would require future claims that may be against the Company that have not occurred. Such contracts
include written option contracts that are not settled in cash. These written option contracts obligate the
Company to deliver or take delivery of specified financial instruments at a contracted price in the event
the holder exercises the options.

The Company is required to disclose information about its obligations under certain guarantee
arrangements. Guarantees are defined as contracts and indemnification agreements that contingently
require a guarantor to make payments to the guaranteed party based on changes in an underlying
interest or foreign exchange rate, security or commodity price, an index or the occurrence or
nonoccurrence of a specified event related to an asset, liability or equity security of a guaranteed party.
Guarantees are also defined as contracts that contingently require the guarantor to make payments to the
guaranteed party based on another entity’s failure to perform under an agreement, as well as indirect
guarantees of the indebtedness of others.

The Company trades and holds certain fair-valued derivative contracts, which may constitute guarantees.
Such contracts include written option contracts. Written options obligate the Company to deliver or take
delivery of specified financial instruments at a contracted price in the event the holder exercises the
option. Since the Company does not track the counterparties’ purpose for entering into a derivative
contract, it has disclosed derivative contracts that are likely to be used to protect against a change in an
underlying financial instrument;. regardless of their actual use.

As of December 31, 2014, the maximum payouts for these contracts are limited to the notional amounts
of each contract. Maximum payouts do not represent the expected future cash requirements as the
Company’s written options positions may be liquidated or expire without being exercised by the holder. In
addition, maximum payout amounts are frequently decreased by offsetting positions taken by the
Company as part of its hedging activities. The fair values of all written option contracts as of

December 31, 2014, are included as liabilities in financial instruments sold, not yet purchased on the
statement of financial condition.

T



Simplex Trading, LLC (previously SET Trading Partners, LLC)

Notes the Statement of Financial Condition

Note 9. Subsequent Events

The Company has evaluated subsequent events for potential recognition and/or discloéure through the
date these financial statements were issued. The Company made a capital distribution of $13,000,000 to
its Class A member, MAGS, on January 12, 2015.



Simplex Trading, LLC (previously
SET Trading Partners, LLC)

Statement of Financial Condition
December 31, 2014

Filed as PUBLIC information pursuant to Rule 17a-5(d) under the
Securities Exchange Act of 1934.



