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Independent Auditor's Report

To the Member
DRW Investments, LLC
Chicago, lllinois

Report on the Financial Statements

We have audited the accompanying financial statements of DRW Investments, LLC, which comprise the
staternents of financial condition as of December 31, 2015 and 2014, and the related statements of
operations, changes in member’s equity, and cash flows for the years then ended, and the related notes
to the financial statements (collectively, the financial statements)

Management’s Responsibility for the Financial Statements

Management 1s responsible for the preparation and fair presentation of these financial statements in
accordance with accounting pnnciples 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 1s to express an opinion on these financial statements based on our audits We
conducted our audits in accordance with auditing standards generally accepted in the United States of
Amenca Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free from matenal misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disciosures in
the financial staternents The procedures selected depend on the auditor’s Judgment, including the
assessment of the risks of matenal misstatement of the financial statements, whether due to fraud or
error In making those nisk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audrt procedures that are
appropnate In the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal contrel Accordingly, we express no such opinion An audit alse includes evaluating
the apprepnateness 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 obtaned 1s sufficient and appropnate to provide a basis for
our audit opimion

Opinion

In our opinion, the financial statements referred to above present fairly, in all matenal respects, the
financial position of DRW Investments, LLC as of December 31, 2015 and 2014, 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 Amenca

Esn. vs LLP

Chicago, llinois
March 30, 2016

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING

1

REMUS LLP1s the U'S member firm of RSMinternationa a global network of independent audit tax and consudting frms  Visit rsmus comy/ aboutus for more sformatien regardng RSMUS LLP and
RSM nternational




DRW Investments, LLC

Statements of Financial Condition
December 31, 2015 and 2014

2015

2014

Assets
Cash in bank
Secunties purchased under agreements to resell
Secunties owned, at fair value
Dernvative financial instruments owned, at fair value
Receivables from cleanng brokers, net
Stock and memberships i1 exchanges, at cost
(fair value of 37,705,440 for 2015 and $10,024,342 for 2014}
Promissory notes receivable - affilates
Recewvables from affilates
Other assets

Total assets

Liabihties and Member's Equity

Liabilities
Secunties sold under agreements to repurchase
Secunties sold, not yet purchased, at fair value
Dernvative financial instruments sold, at fay value
Payables to cleanng brokers, net
Borrowings
Promissory notes payable - affihates
Payable to affihates
Accrued expenses

Total liabilities
Member's equity

Total habilittes and member's equity

$ 18,670,816
13,866,009,115
15,800,979,763

2,259,694,638
1,705,647,933
5,372,389

17,877,348
382,708
3,710,596

$ 45,892,503
11,626,271,269
8.816,585,025
2,701,097,677
1,335,702,279
5,250,389

49,440,585
5,580,878
3,802,198

$ 15,300,148,663
14,693,994,015
1,618,886,699
1,605,924,335
74,029,498
1,670,000
51,047,150
21,541,939

$_33.678345306 F 24589632703

$ 9,656484,713
11,972,217,581
2,245,238 861
343,141,613
70,742,930
64,738,216
63,414,261
14,663,139

33,367,242,299

311,103,007

24,430,641,314

158,991,389

$ 33,678.345,306 $ 24589632703

These financial statements were approved by the directors and authorized for 1ssue on

March 30, 2016 and are signed on their behalf by

<

D R Wilson Jnr
Director

See Notes to Financial Statements




DRW Investments, LLC

Statements of Operations
Years Ended December 31, 2015 and 2014

2015 2014
Revenue
Proprietary trading, net 469,282,112 $ 354,004,062
Interest and dividends 872,765 3,178,983
Total revenue 470,154,877 357,273,045
Expenses
Trading expenses
Commissions, trade execution and related fees 54,498,332 44,505,079
Interest and dividends 4,231,854 4,776,002
Other 643,768 1,254,395
Total trading expenses 59,373,954 50,535,476
Operating expenses
Employee compensation and benefits 72,180,679 64,445,550
Networking, data and technology costs 38,297,586 18,450,390
Administrative support services 15,112,607 15,177,766
Occupancy 2,625,694 1,190,187
Other 10,144,594 8,489,759
Total operating expenses 138,361,161 107,753,652
Total expenses 197,735,115 158,289,128
Net income 272.419,762 % 198,983,917

See Notes to Financral Statements




DRW Investments, LLC

Statements of Changes in Member's Equity
Years Ended December 31, 2015 and 2014

Balance, December 31, 2013
Capital contnbutions
Capital withdrawals
Net income

Balance, December 31, 2014
Capital contributions
Capital withdrawals

Net income

Balance, December 31, 2015

See Notes to Financial Statements

$

142,643,521

595,165,091
(777,801,140)
198,983,917

158,991,389

632,822,898
(753,131,042)
272,419,762

311,103,007




DRW Investments, LLC

Statements of Cash Flows
Years Ended December 31, 2015 and 2014

2015 2014
Cash flows from operating activities
Net iIncome $ 272,419,762 § 198,983,917
Adjustments to reconcile net income to net cash
provided by operating activites
Gain on sale of memberships in an exchange - (601,500)
Changes in operating assets and labilities
Secunties purchased under agreements to resell (2,239,737,846) (5.164,195,161)
Secunties owned (6,984,384,738) (3,549,466,815)
Dervative financial instruments owned 441,402,939 (356,574,912)
Recemvable from cleanng brokers, net (369,945,654) {365,308,649)
Recewvables from affilates 5,198,170 (2,005,384}
Other assets 91,602 {854,123)
Secunties sold under agreements to repurchase 5,643,663,950 3,597,982,502
Securittes sold, not yet purchased 2,721,776,434 5,429,665,452
Denvative financia!l instruments sold (626,352,162) 316,538,425
Payable to cleanng brokers, net 1,262,782,722 52,245,522
Payable to affihates 70,238,550 51,512,235
Accrued expenses 6,878,800 2,663,361
Net cash provided by operating activities 204,032,529 209,983,370
Cash flows from investing actvities
Proceeds from sale of memberships in an exchange - 1,350,000
Purchase of membership in an exchange (122,000} (70,299)
Net cash provided by (used in) investing activities (122,000} 1,279,701
Cash flows from financing activities
Proceeds recerved from borrowings 2,581,479,438 1,946,685,775
Repayments of borrowings (2,578,192,870) (1,920,286,111}
Payments received on promissory notes recevable - affihates 56,031,013 93,025,000
Advances on promissory notes receivable - affilates (24,467,777} (131,890,585)
Advances received on promissory notes payable - affilates 380,618,560 647,830,107
Payments made on prormissory notes payable - affilates {443,686,776) (595,549,183}
Capital contnbutions 535,505,641 550,569,241
Capital withdrawals {738,419,446) (777.801,140)
Net cash used in financing activities {231,132,216) (187,416,896)
Net increase (decrease) in cash (27,221,687) 23,846,175
Cash
Beginning of year 45,892,503 21,444 828
End of year $ 18,670,816 ¢ 45,291,003

{Continued)




DRW Investments, LLC

Statements of Cash Flows {Continued)
Years Ended December 31, 2015 and 2014

2015 2014
Supplemental disclosure of cash flow informaton
Cash payments for interest $ 4,231,854 % 4,776,002
Supplemental schedule of noncash financing activities
During the years, the Company's parent forgave certain amounts due
for expenses paid on the Company's behalf and such amounts
were treated as capital contributions, net of noncash capital
withdrawals of $14,711,596 for 2015 and $9,170,394 for 2014 $ 97,317,_2}7 $ 44 595 850

See Notes to Financial Statements




DRW Investments, LLC

Notes to Financial Statements

Note 1. Nature of Business and Significant Accounting Policies

Nature of business DRW Investments, LLC (the Company} is an llinois imited habibity company and
wholly-owned subsidiary of DRW Holdings, LLC (DRWH) The Company engages in propnetary trading
activities The Company 1s a member of several exchanges including the Chicago Board of Trade,
Chicago Mercantile Exchange, ICE Futures Europe and Eurex

On August 31, 2006, the Company established DRW Investments, LLC (UK Branch) (the Branch), a
branch of the Company registered in England and Wales The Branch is regulated by the Financial
Conduct Authonty of the United Kingdom (FCA} The activities of the Branch are included with the
Company for financial presentation

The following 1s a summary of the Company’s significant accounting policies

The Company follows United States Generally Accepted Accounting Principles (GAAP), as established by
the Financial Accounting Standards Board {(the FASB), to ensure consistent reporing 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, iabilities
and disclosures of centingent assets and habilities 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

Foreign currency transactions The Company's functional currency 1s the U S dollar, however, 1t
transacts business in currencies other than the U S dollar Assets and habiliies denominated in
currencies other than the U S dollar are translated into U S dollars at the rates in effect at the date of the
statement of financial condion Income and expense items denominated in currencies other than the

U S dollar are translated into U S dollars at the rates in effect dunng the period Gains and losses
resulting from the translation of transactions denominated in foreign currencies to U S dollars are
reported In proprietary trading, net on the statements of operations

Securities and derivatives transactions Secunties and denvatives transactions and related revenues
and expenses are recorded at fair value on a trade-date basis as if they had settled Realized gains and
losses and change in unrealized gains and losses are reflected in proprietary trading, net in the
statements of operations Related trading expenses are recorded on a trade-date bas:s as transactions
occur Futures transactions are recorded (n receivable from/payable to clearing brokers in the statements
of financial condition, netted by cleanng broker The remaining dernvatives are classified as denvative
financial instruments in the statements of financial condition

The Company recognizes interest paid and earned on the accrual basis and dvidend income 15
recognized on the ex-dividend date The Company accounts for its secured financing activittes on an
accrual basis with related interest income and expense recorded in propnetary trading revenue, net in the
statements of operations

Propnetary trading, net includes interest and dividend income and interest and dividend expense related
to the Company's trading activities of approximately $634,034,000 and $576,596,000, respectively, for
the year ended December 31, 2015 and approximately $211,000 and $1,977,000, respechively, for the
year ended December 31, 2014




DRW Investments, LLC

Notes to Financial Statements

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

Receivables from and payables to clearing brokers Receivables and payables relating to trades
pending settlement are netted in receivables from and payables to clearnng brokers In the statements of
financial condition, netted by clearing broker The Company may obtain short-term financing against its
positiens

Additionally, when the requirements are met, the Company offsets certain amounts recognized for cash
collateral receivables or payables against far value amounts recognized for net derivative positions held
at the same clearing broker

Resale and repurchase agreements Transactions involving purchases of secunties under agreements
to resell or secunties sold under agreements to repurchase, comprised primanly of Government
obligations, are accounted for as collateralized financings except where the Company does not have an
agreement to sell {or purchase)} the same or substantially the same secunties before maturity at a fixed or
determinable pnice It is the prachice of the Company to obtain possession of collateral with a fair value
equal to or In excess of the principal amount loaned under resale agreements Collateral 1s vafued daily,
and the Company may require counterparhes to deposit addihonal coliateral or return collateral pledged
when appropnate Reverse repurchase agreements and repurchase agreements are carried at their
contracted amounts as specified in the respective agreements Interest on such contract amounts is
accrued and Is included In the statements of financial condition in secunties purchased under agreements
to resell and secunties sold under agreements to repurchase

Stock and memberships in exchanges The Company's stock and memberships in exchanges owned,
which represent ownership interest in exchanges and provide the nght to conduct business on such
exchanges, are recorded at cost, or if any other-than-temporary impairment in value has occurred, at a
value that reflects management’s estimate of the imparment Management believes no such impairment
in value occurred in 2015 or 2014

Gains and losses on stock and memberships in exchanges are computed based on specific identification
and included in other revenue n the statements of operations

Income taxes The Company is a single member imited hability company and 1s treated as a disregarded
entity for federal tax purposes Accordingly, it does not file any tax retums, but its taxable income 1
reported as part of DRWH's tax returns DRWH 1s a limited llability company whose income or loss Is
includable in the tax retumns of its members Additionally, the Branch 15 subject to taxation in its respective
junsdiction and, accordingly, files a separate return

For the years ended December 31, 2015 and 2014, the Branch recorded a tax provision of approximately
$4,002,000 and $4,847,000, respectively, which I1s included in other operating expenses on the
statements of operations As of December 31, 2015 and 2014, the Branch has recorded a payable of
approximately $3,910,000 and $3,600,000, respectively, which 1s included in accrued expenses in the
statements of financial condition and will be used to offset the remaining hability after cons:dering
estimated payments made during the years ended December 31, 2015 and 2014

FASB guidance requires the evaluation of tax positions taken or expected to be taken in the course of
preparing DRWH’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 authonty Tax positions not
deemed to meet the more-likely-than-not threshold would be recorded as a tax benefit or expense and
hability in the current year For the years ended December 31, 2015 and 2014, management has
determined that there are no matenal uncertain income tax positions DRWH files income tax returns in
U S federal junsdiction, and in vanous states DRWH i1s generally not subject tc examination by United




DRW Investments, LLC

Notes to Financial Statements

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

States federal or state taxing authorities for tax years before 2012 The Branch is not subject to
examination by HM Revenue and Customs (HMRC) for tax years before 2012

Recently issued accounting pronouncements In February 2016, the FASB 1ssued Accounting
Standards Update (ASU) 2016-02, Leases (Topic 842) (ASU 2016-02) The ASU requires management
to recognize lease assets and lease habilities by lessees for all operating leases The ASU 1s effective for
penods ending on December 15, 2019, and intenm penods therein on a modified retrospective basis The
Company is currently evaluating the impact this gurdance will have on the financial statements

In June 2014, the FASB 1ssued ASU No 2014-11, Repurchase-to-Maturity Transactions, Repurchase
Financings, and Disclosures (ASU 2014-11) ASU 2014-11 aligns the accounting for repurchase-to-
matunty transactions and repurchase financing arrangements with the accounting for other typical
repurchase agreements, | e , these transactions will be accounted for as secured borrowings The ASU
also requires additional disclosures about repurchase agreements and similar transactions The
requirements of ASU 2014-11 are effective for fiscal years that begin after December 15, 2014 The
Company has evaluated the impact, If any, that these updates will have on its financial condition or
results of operations

Subsequent events The Company has evaluated subsequent events for potential recognitron and/or
disclosure through the date these financial statements were 1ssued

Note 2 Receivable from and Payable to Clearing Brokers

Amounts receivable from and payable to cleanng brokers at December 31, 2015 and 2014, consist of the
following

2015
Receiwvable Payable
Clearning brokers $ 28,135,256 $ 715,112,417
Unsettled transactions 1,673,073,125 891,169,560
Interest 5,815,756 (574,750)
Exchange-traded futures contracts - open trade equity (1,376,205} 217,107

$ 1,705647933 § 1,605,924,335

2014
Receivable Payable
Cleanng brokers $ 112,452,296 $ 343,138,372
Unsettled transactions 1,221,758,642 -
Interest (42,575,272) 115,966
Exchange-traded futures contracts - open trade equity 44,066,613 {112,725)

$ 1,335702279 $ 343,141,613

Payable to clearing brokers relates to the propnetary transactions cleared through such cleaning brokers,
which amounts are collateralized by securnities and denvative financial instruments owned by the
Company




DRW Investments, LLC

Notes to Financial Statements

Note 3 Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset and patd to transfer a hability in an orderly
transaction between market participants at the measurement date The Company utiizes valuation
technigues to maxamize the use of ocbservable inputs and mimimize the use of unobservable inputs
Assets and liabihhes recorded at fair value are categorized based upon the level of judgment associated
with the inputs used to measure their value The fair value hierarchy gives the highest pnority to quoted
pnces in active markets for tdentical assets or hlabihities {Level 1) and the towest pnonty to unobservable
inputs (Level 3) Inputs are broadly defined as assumptions market participants would use In pricing an
asset or hability

The three levels of the fair value hierarchy are described below

Level 1 Unadjusted quoted pnces in active markets for identical assets or liabiities that the reporiing
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 lability,
either directly or indirectly, and fair value 1s determined through the use of models or other valuation
methodologies A significant adjustment to a Level 2 input could resuit in the Level 2 measurement
becoming a Level 3 measurement

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

In certain cases, the inputs used to measure fairr value may fall into different levels of the fair value

hierarchy In such cases, an investment’s level within the fair value hierarchy 1s based on the lowest level ,
of input that i1s significant to the fair value measurement The Company's assessment of the significance

of a particular input to the fair value measurement in 1ts entirety requires judgment, and considers factors

specific to the investment

The following descnbes the valuation techniques used by the Company to measure different financial
instruments at fair value and includes the level within the fair value hierarchy in which the financial
instrument is categorized

Exchange-traded funds, equity options, futures contracts and options on futures contracts are recorded at
fair value based on quoted market pnces, which are generally the exchange settlement prices These
financial instruments are classified as Level 1 1n the fair value hierarchy

Government secunties are generally valued using a model that incorporates market observable data such

as reported sales of similar secunties, broker quotes, yields, bids, offers, and reference data Certain

secunties are valued principally using dealer quetations Government secunities are categorized in Level 1

or Level 2 of the fair value hierarchy depending on the inputs used and market activity levels for specific 1
secunties The Company has determined that Government secunities are classified as Level 1 i the fair

value hierarchy based on broker quotes for identical secunties with an active market

10




DRW Investments, LLC

Notes to Financial Statements

Note 3 Fair Value of Financial Instruments {Continued)

Over-the-counter (OTC) denvative contracts include forwards, swaps and swaption contracts Far value
of these OQTC denvative products 1s determined using models that take into account the terms of the
transactions and the counterparties’ creditworthiness Certain swap contracts are cleared at designated
clearing organizations or central counterparttes rather than remaining bilateral agreements, however, the
designated cleanng organizations or central counterparties generally utiize pricing models to price these
cleared swaps Generally, the inputs for models to value swaps and swaptions do not have a matenal
amount of subjectivity Pricing inputs, such as relevant interest rates and yield curves, are observed from
actively quoted markets The OTC denvatives preducts valued by the Company using pncing models fall
into this category and are categonzed within Level 2 of the fair value hierarchy

The following table presents the Company's fair value hierarchy for those assets and habilihes measured
at fair value on a recurming basis as of December 31, 2015

Fair Value Measurements Using
Quoted Pnces in Significant Other Significant

Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Total {Level 1) (Level 2) {Level 3)

Assets
Secunties owned

Exchanged-traded funds 3 3641409 § 3,641,409 S - 3 -

Government secunties 15,797,338,354 15,797,338,354 - -
Denvative financial mstruments owned

Equity options 108,448,390 108,448,990 - -

Options on futures contracts 2,059,028,898 2,059,028,888 - -

Currency forwards 9,020,190 - 9,020,190 -

Swaps 81,948,031 - 81,948,031 -

Swaphons 1,248,529 - 1,248,529 -
Recewvable from cleanng brokers

Futures contracts 2,531 2,531 - -
Payable to cleanng brokers

Futures contracts 190,065,948 190,065,948 - -

$ 18250742880 § 15.158.526.130 § 92216750 § -

Liabilities
Secunties sold, not yet purchased

Exchanged-traded funds $ 2668920 $ 2,668,920

Government secunties 14,691,325,085 14,691,325,095 $ - S -
Denvative financial instruments sold

Equity aptions 8,571,950 8,571,950 - -

Options on futures contracts 1,437,431,973 1,437,431,973 - -

Currency forwards 3,828,309 - 3,828,309

Swaps 168,607,173 - 168,607,173 -

Swaptions 447,294 - 447 294 -
Receivable from cleanng brokers

Futures contracts 1,378,736 1,378,736 - -
Payable to cleanng brokers

Futures contracts 190,283,055 190,283,055 - -

$ 16,504 542 506 % 16,331.659,729 § 172882776 § -

11




DRW Investments, LLC

Notes to Financial Statements

Note 3

Fair Value of Financial Instruments (Continued)

The following table presents the Company’s fair value hierarchy for those assets and habtlities measured
at fair value on a recumng basis as of December 31, 2014

Fair Value Measurements Using

Quoted Pnces in Significant Other Significant
Active Markets for Observable Uncbservable
Identical Assets Inputs Inputs
Total {Level 1) (Level 2) {Level 3}
Assets
Secunties owned
Exchanged-traded funds 3 25,159,196 $ 25,159,196 $ - $ -
Government securities 8,791,435,827 8,791,435,827 - -
Denvative financial instruments owned
Equity options 102,620,073 102,620,073 - -
Options on fulures contracts 2,524,156,324 2,624,156,324 - -
Currency forwards 9,565,093 - 9,565,093 -
Swaps 64,756,088 - 64,756,088 -
Swaptions - - - -
Recewable from cleanng brokers
Futures contracts 198,843,262 198,843,262 - -
$ 11,746,535,863  § 11,642,214682 % 74321.181 3 -
Liabihities
Secunties sold, not yet purchased
Exchanged-traded funds $ 28,348,025 $ 28,348,025 § - 3 -
Government securities 11,943,869,556 11,943,869,556 - -
Denvative financial instruments sold
Equity opttons 4,769,345 4,769,345 - -
Options on futures contracts 2,072,564,054 2,072,564,054 - -
Currency forwards 41,170,690 - 41,170,690 -
Swaps 105,096,046 - 105,096,046 -
Swaptions 21,638,726 - 21,638,726 -
Recevable from cleanng brokers
Futures contracts 154,663,924 154,663,924 - -
$ 14,372,120,366 $ 14,204,214904 § 167.905462 § -

The Company assesses the levels of its investments at each measurement date, and transfers between
levels are recognized on the actual date of the event or change in circumstances that cause the transfer
in accordance with the Company's accounting policy There were no transfers among Levels 1, 2 and 3
dunng the years ended December 31, 2015 and 2014

Substantially all of the Company’s assets and hiabilithes are considered financial instruments and are
reported in the statements of financial condition at fair value, or at carrying amounts that approximate fair

value

12



DRW Investments, LLC

Notes to Financial Statements

Note 4 Borrowings

The Company has a risk-based margin finance demand loan facility in the amount of $130,000,000 with
an affillate of one of its clearing brokers which matures on March 31, 2017 The borrowing with this facility
accrues interest at a market rate based on the one-month London Interbank Offered Rate, as

defined The borrowing 1s secured by the assets of the Company that are on deposit with the related
clearing broker As of December 31, 2015 and 2014, the Company had drawn approximately $74,029,000
and $70,743,000, respectively, on this demand loan faciity This arrangement requires the Company to
satisfy certain financial reporting and other covenants, as defined

Dunng 2015, the Company entered into a margin loan facility in the amount of $50,000,000 with an
affihate of another clearing broker that accrues interest at a market rate based on the three-month London
Interbank Offered Rate, as defined The borrowing i1s secured by the assets of the Company that are on
deposit with the related clearning broker As of December 31, 2015, the Company had not drawn on this
loan faciity This arrangement requires the Company to satisfy certain financial reporting and other
covenants, as defined

The Company and its affilate, DRW Strategies, LLC (DRWST), shared a term margin loan facility in the
amount of $150,000,000 with an affiliate of another cleanng broker that accrued interest at a market rate
based on the one-month Landon Interbank Offered Rate, as defined The borrowing was secured by the
assets of the Company and the affilate that were on deposit with the related cleanng broker As of
December 31, 2014, the Company had not drawn on this demand This arrangement terminated on
June 8, 2015

Note 5. Related Party Transactions

The Company pays all direct expenses associated with its trading activittes The Company has an
agreement with DRWH whereby certain operating expenses, approximately $109,082,000 and
$79,131,000, respectively, for the years ended December 31, 2015 and 2014, are paid by DRWH and
charged to the Company based on a senes of usage factors At December 31, 2015 and 2014, payable to
affilates of approximately $29,983,000 and $34,333,000, respectively, 1s relaled to these activibtes The
Branch has an agreement with an affilate whereby certain operating expenses, approximately
$22,801,000 and $23,323,000, respectively, for the years ended December 31, 2015 and 2014, are paid
and charged to the Branch on performance fee and senes of usage factors At Decermnber 31, 2015 and
2014, payable to affiliates of approximately $22,801,000 and $23,323,000, respectively, I1s related to
these activities

Additionally, the Company transacts business with and incurs amounts due from and payable to other
affiiates in the ordinary course of business At December 31, 2015, approximately $2,119,000 and $0
represent receivables from affiliates and payables to affiiates, respectively, in connection with such
transactions At December 31, 2014, approximately $5,581,000 and $5,758,000 represent receivables
from affihates and payables to affilates, respectively, in connection with such transactions

The Company has an unsecured demand loan facility {(Revolver) with an affillated entity The outstanding
amount recevable under the Revolver at December 31, 2015 and 2014, 1s approximately $9,221,000 and
$33,325,000, respectively, and 1s included in promissory notes receivable — affilates in the statements of
financial condition The loan Is non-interest bearing Due to the demand nature cf the Revolver, carrying
value approximates fair value as of December 31, 2015 and 2014

13




DRW Investments, LLC

Notes to Financial Statements

Note 5 Related Party Transactions (Continued)

The Company has an interest beanng unsecured promissory note receivable to an affilated entity The
outstanding amount recervable at December 31, 2015 and 2014, 1s approximately $8,656,000 and
$16,100,000, respectively, which is included in promissory notes receivable — affihates in the statements
of financial condition The promissory note accrues interest at an annual rate of 1 5 percent The
promissory note matures on February 10, 2021 and its carrying value approximates fair value as of
Oecember 31, 2015 and 2014

The Company has both an interest bearing unsecured promissory note payable to and receivable from an
affihated entity The outstanding amount payable at December 31, 2015 and 2014 1s approximately $0
and $20,878,000, respectively, which 1s included in promissory notes payable — affiiates in the
statements of financial condition The promissory note accrues interest at an annual rate of 0 93 percent
and the promissory note matures on September 17, 2021 Its carrying value approximates fair value as of
December 31, 2015 and 2014 As of December 31, 2015 and 2014, the Company has no amounts due
from this affilate in connection with this promissory note

The Company has a non-interest bearnng unsecured promissory note payable with an affilated entity
totaling approximately $1,670,000 and $43,860,000 for the years ended December 31, 2015 and 2014,
respectively, which is included in promissory notes payable — affilates in the statements of financial
condition The promissory note matures on September 17, 2021, and the carrying values approximates
fair value as of December 31, 2015 and 2014, due to the demand nature of the note

The Branch has an interest bearing unsecured demand promissory note recewvable from an affilated
entty The outstanding amount receivable at December 31, 2015 and 2014 1s approximately $0 and
$16,000, respectively, which is included in promissory notes receivable — affiliates in the statements of
financial condition The promissory note accrues mterest at an annual rate of 1 percent plus the federal
short-term rate compounded semiannually Due to the demand nature of the note, carrying value
approximates fair value as of December 31, 2015 and 2014

Note 6 Risks and Guarantees

In the normal course of business, the Company enters into transactions in financial instruments with
varying degrees of market and credit isk These financial instruments include equity secunties, U S
government obligations, and dervatives such as equity options, futures contracts, options on futures
contracts, swaps, and currency forwards A significant portion of the trading of these financial instruments
1s generally conducted on secunties and futures exchanges throughout the United States and Europe
Settlement of these transactions generally takes place through cleanng brokers utihized by the Company
These instruments involve elements of market and credit nsk that may exceed the amounts reflected in
the statements of financial condition

The Company’s market nsk 1s attnbutable to petential changes in the market value of portfolios of
financial instruments and 1s affected by vanous factors mcluding the size and composition of positions
held, interest rates, volatiity and hquidity Theoretically, the Company's exposure 1s equal to the cost of
securities or contracts purchased and unlimited on secunties or contracts sold short The Company’'s
overall exposure to market nsk 1s impacted by its use of hedging strategies The Company controls its
exposure 10 market risk through vanous hedging strategies, analytical measures and techniques
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DRW Investments, LLC

Notes to Financial Statements

Note 6 Risks and Guarantees (Continued)

Purchased opttons on secunties or futures contracts may provide the Company with the opportunity to
deliver or to take delivery of the assets underlying the options at a contracted price Options written on
secunties or futures contracts may obhigate the Company to deliver or to take delivery of futures contracts
at a contracted price in the event the option 1s exercised by the helder This may result in market nsk not
reflected In the statements of financial condition to the extent that the Company 1s obligated to purchase
or sell the underlying secunties or futures contracts in the open market To minimize these nsks, the
Company may be long or short the underlying instrument, which can be used to settle these transactions

Secunties sold, not yet purchased represent obligations of the Company to deliver specific secunties and
thereby create a hability to purchase these instruments in the open market at prevailing prices These
transactions may result in market nsk not reflected in the statements of financial condition as the
Company's ulimate obligation may exceed the amount reflected in the statements of financial condition
To minimize this risk, the Company may hold other financial instruments which can be used to hedge or
settle these obligations

Since the Company does not clear its own secunties and futures transactions, it has established accounts
with clearing brokers for this purpose This can and often does result in concentrations of credit risk with
these firms Such risk, however, 1s mitigated by each clearing broker's chhiigation to comply with rules and
regulations goveming cleaning brokers in the United States and Europe, as well as the Company's
penodic monitoning of each clearing broker's creditworthiness

The Company maintains certain cash deposits with a financial institution These deposits regularly
exceed the maximum insurance level provided by the Federal Deposit Insurance Corporation

In accordance with GAAP, a company is required to disclose information about its obligations under
certain guarantee arrangements Guarantees are also defined as contracts that conbingently require the
guarantor to make payments to the guaranteed party based on another entity’s falure to perform under
an agreement as well as indirect guarantees of the indebtedness of others

The Company has provided a letter of support on bebalf of an affilated entity, DRW Secunties, LLC
(DRWS), in order to enable the affilate to enter into an Institutional Futures Client Account Agreement [n
accordance with this letter of support, the Company has agreed to make payments directly to the
counterparty If DRWS falls to make such payments

The Company has provided a letter of support on behalf of DRWST in order to enable the affiliate to
quatfy as an Eligible Contract Participant, as defined by Section 1a{18){(A)}(v){ll) of the Commodity
Exchange Act (CEA) and enter into swap transactions with certain counterparties In accordance with this
letter of support, the Company has agreed to make payments directly to the counterparty to any swap
transaction If DRWST fails to make such payments

The Company and DRWST have provided guarantees to clearing firms and certain other related parties
of the clearing firms In these arrangements, the Company and DRWST cross-guarantee each other's
indebtedness and monetary and other obligations as it relates to the specified cleanng firms and their
related parties

As of and for the years ended December 31, 2015 and 2014, the Company has not been required to fund
any obligations under its letter of support or guarantees
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Notes to Financial Statements

Note 7 Derivative Instruments and Hedging Activities

The Company’s activiies may resuit in notional value of open denvative positions that 1s not
representative of the nsk 1n the outstanding denvatives contracts The Company’s trading activites may
involve the use of hedging strategies to reduce directional and non-directional nsks There 15 no
guarantee that the hedging strategies will achieve their desired result The Company does not consider
any denvative instruments to be hedging instruments, as those terms are generally understood under
GAAP

Derivative contracts are recorded on the statements of financial condition as assets or habiities measured
at fair value or as a component of receivables from or payables to clearing brokers and the related
realized and unrealized gains or losses associated with these dervatives are recorded on the statements
of operations

As of December 31, 2015 and 2014, and for the years then ended, the Company's denvative activities
had the following impact on the statements of financial condition and the statements of operations

Gross Asset Gross Liability Gains/{Losses) on
Denvatives Derivatives Derivatives for
at Farr Value at Farr Value the Year Ended
Contract Type December 31, 2015 December 31, 2015 December 31, 2015
Fixed iIncome contracts
Futures 3 183,765,681 (3) $ 182,710,840 (3) $ 43,642,545
Swaps 73,793,086 (1) 168,319,623 (2) (171,894,009)
Swaptions 1,248,529 (1) 447,294 (2) 69,380,614
Options on futures 737,525,807 (1) 1,249,393,120 (2) 252,461,197
Equity index contracts
Equity opticns 108,448,980 (1) 8,571,950 (2) 10,686,204
Futures 130,852 (3) 41130 (3) 1,989,439,640
Swaps 8,154,946 (1) 287,549 (2) 8,470,691
Options on futures 1,105,412,950 (1) 350,370 (2) (1,984,415,333)
Energy contracts
Futures 73,200 (3) 11,843 (3) 7,364,284
Options on futures 30 (1) - (2) (4,804.,840)
Agrniculture contracts
Futures 5,851,457 (3) 7,846,387 (3) 40,452,594
Options on futures 151,902,501 (1) 140,555,518 (2) (12,284,007}
Precious metals contracts
Futures - - 549,625
Options on futures 18,540 (1} 20,040 (2) (400,135)
Currency contracts
Futures 147,288 (3} 1,051591  (3) (3,232,640)
Currency forwards 9,020,190 (1} 3,828,309 (2) (6,225,378)
Options on futures 64,168,970 (1) 47,112,925 (2) 59,667,403
$ 2,449,763,118 3 1,810,548 480 $ 298,858,453 (4)

{1) - Included in Denvative financial instruments owned, at fair value on the statements of financial condition
{2) - Included m Denvative financial instruments sold, at fair value on the statements of financial condition
{3) - Included in both Receivables from cleanng brokers, net and Payables to clearning brokers, net

on the statements of financial condition
(4) - Included in Proprietary trading, net on the statements of operations
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Notes to Financial Statements

Note 7 Derivative Instruments and Hedging Activities (Continued)
Gross Asset Gross Lighility Gains/(Losses) on
Denvatives Denvatives Denvatives for
at Farr Value at Farr Value the Year Ended
Contract Type December 31, 2014 December 31, 2014 December 31, 2014

Fixed income contracts

Futures

Swaps

Swaptions

Options on futures
Equity index contracts

Equity opticns

Futures

Swaps

Options on futures
Energy contracts

Futures

Options on futures
Agnculture contracts

Futures

Options on futures
Precious metals contracts

Futures

Options on futures
Currency contracts

Futures

Currency forwards

QOptions on futures

$ 156,469,764 (3} § 148,131,131 (3) § (109,753,493)
60,741,737 (1} 102,251,652  (2) (3,588,330)
- 21,638,725  (2) 20,705,065
980,684,831 (1) 1,573,162,677 (2} 355,658,746
102,620,073 (1) 4,769,345 (2) 25,079,169
434,480 (3) 323,036 (3) 1,441,748,866
4,014,351 (1) 2,844,304 (2) 20,220,468
921,791,375 (1) 5,597,128  (2) (1,444,430,644)
5086 (3) 3,445275  (3) (3,132,951)
258,719,030 (1) 14,348,400 (2) 3,351,400
21,172,466  (3) 1,924,641  (3) 110,463,063
253,784,681 (1) 277,526,475 (2) (49,029,064)
194,260 (3) 536,945 (3) 348,913
8,917,190 (1) 8,304,915 (2) (728,780)
20,567,206  (3) 302,895 (3) 66,188,520
9,565,093 (1) 41,170,690 (2) 37,121,146
100,259,216 (1) 193,624,459  (2) (78,557,852)

$ 2,899,940,839 $ 2,399,902,783 $ 390,764,242 (4)

(1) - Included in Denvative financial instruments owned, at fair value con the statements of financial condition
(2) - Included in Denvative financial instruments sold, at fair value on the statements of financial condition
(3) - Included In both Recelvable from cleanng broker, net and Payable to cleanng broker, net

on the statements of financial condition
{4) - Included in Propnetary trading, net on the statements of operations
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Notes to Financial Statements

Note 7. Derivative Instruments and Hedging Activities (Continued)

The gross amounts of assets and habilities subject to netting and gross amounts offset in the statements
of financial condition as of December 31, 2015 and 2014 were as follows

205

Gross Amounts Net Amounts Tiross Amounts Not Ofsat 1n The
Offset Presented Staternent of Financial Condition
In the in tha Cash
Gross Amounts Statement of Statement of Financial Collateral
Recognized Fmnanaial Condibon _ Financial Condibon Instruments Recaived Neat Amount
Assets
Securities purchased undar agreaments 10 resall $ 13866009114 & - 3 13866009114 § (13703588724) § ] 162 02¢ 389
Futures contracts 490,068,473 {190,068 479) - - !
§ 12,056,077 A79) 5 13866005114 _§ (13.703908.724) _§ § 162020385 |
Liabllities
Secunhes sold under agreements to repurchase $ 15300148663 § - $ 15300148663 § (14011636733} $ - § 1286511930
Futures contracts 191,681,791 {190,068,479) 1,593,312 - 1593312
$.15401810454 § (190.068470) § 1530174107 14,011 - 1 105,242
2014
Gross Amounts Net Ameunts Gross Amounts Not Offaet in the
Ofigat Prasentsd Statement of Finanasal Condrtion
Inthe nthe Cash
Gross Amounts Statement of Statement of Financal Collateras
Recogrized Finanpal Conditon _Financial Condition Instruments Recerved Net Amount
Assats
Secunhies purchased under agraements 1o rese!l 5 11628271260 % - § 11626271268 § (5653433000) % - $ 4972837369
Futures contracts 198 843 262 {154 683 924) 44 179 338 - - 44 176 338
g 11 325!14531 5 (1&&,&2& $ 11670450807 $ 6,653,438 000) % - % 5 017,011,707
Liabliltles
Securties sold under agreemanta to regurchase 5 0656484713 § $ BD656484713 % (3501005170) % - $ 6155479543
Futures contracts 154, 663 524 (154 663 824) - - -
$ 0811148637 § [154,663,024) § 00456484713 $ (3501,005170] § - 3 6,155 476,543

For non-exchange traded denvatives, under standard derivatives agreements, the Company may be
required to post collateral if the Company 1$ 1n & net hability position with the counterparty exceeding
certain amounts Additionally, counterparties may terminate denvatives contracts If the Company fails to
maintain sufficient asset coverage for its contracts or its net assets decline by stated percentages

For the years ended December 31, 2015 and 2014, the average number of exchange traded denvative
contracts bought and sold was approximately 18,898,000 and 16,070,400, respectively, contracts per
month

Note 8 Repurchase Agreements

The following table presents the remaining contractual maturity of secunties under agreements to
repurchase included in the statements of financial condition as of December 31, 2015 and 2014

Remaining Contractual Matunty of the Agreements

2015 2014
Overmght and Continuous $ 15002965270 § 9,656484,713
Up to 30 days 247,869,359 -
30-90 days 49,314 034 -
Total $ 15300,148663 $ 9,656,484,713

It 1s the practice of the Company to value collateral daily and the Company may require counterparties to
deposit additional collateral or return collateral pledged when appropnate
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Note 9. Commitments and Contingencies

The Company holds a lease for office space in connection with its operations The lease for this office
space expires in 2029 and provides for payment of base rent plus adjustments for real estate taxes and
operating expenses At December 31, 2015, future mimimum lease payments, exclusive of the
adjustments for real estate taxes and operating expenses, under the lease are as follows

Total

Commitment
December 31
2016 $ 3,875705
2017 3,972,508
2018 4,071,913
2019 2,884,988
2020 4,278,054
Thereafter 47,570,035

$ 60663203

Rent expense for the years ended December 31, 2015 and 2014, was approximately $1,067,000 and
550,000, respectively The Company recognizes rent cn a straight-line basis over the term of the lease
agreement The difference between recognized rent expense and actual cash payments for rent results in
a deferred rent obligation recorded in accrued expenses In the statements of financial condition of
approximately $5,506,000 and $6,590,000 as of December 31, 2015 and 2014, respectively

On November 6, 2013, the U 8 Commodity Futures Trading Commussion (CFTC) filed a complaint
against the Company and Donald R Wilson, Jr (collectively, the Defendants), alleging manipulation and
attempted manipulation in connection with certain interest rate swap futures The Defendants are
contesting the claims The Company believes that at this stage of itigation 1t 1s tco early to predict the
outcome of the above matter or estmate the possible loss or range of loss, if any The CFTC 1s seeking
cwil monetary penaltes, restitution, disgorgement, damages and equitable relief Although the matter s
subject to uncertainties inherent in the process and the ultimate disposition of this matter 1s not presently
determinable, the Company's management believes that the allegations are without merit and the
uftimate resolution of the matter will not have a matenal impact to the ongoing operations of the
Company

Note 10 Indemnifications

in the normal course of its business, the Company indemnifies certain service providers, such as clearing
brokers, against specified potential losses in connection with their acting as an agent of, or providing
services to, the Company The maximum petential amount of future payments that the Company could be
required to make under these indemnifications cannot be estimated However, the Company believes that
it 1s unhkely it will have to make matenal payments under these arrangements and has not recorded any
contingent hability in the financial statements for these indemnifications

Additionally, the Company enters into contracts and agreements that contain a variety of representations
and warranties The Company’'s maximum exposure under these arrangements 1s unknown, as this would
involve future clams that may be made aga:nst the Company that have not yet occurred The Company
expects the nsk of any future obligations under these representation and warranties to be remote
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