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RSM

Independent Auditor's Report RSM US LLP

To the Member
DRW Investments, LLC

Report on the Financial Statements

We have audited the accompanying financial statements of DRW Investments, LLC, which comprise the
statements of financial condition as of December 31, 2016 and 2015, and the related statements of
cperations, 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 is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this inciudes
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

QOur responsibility is 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
America. Those standards require that we plan and perform the audits 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 the auditor's 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, the auditor considers internal control relevant to the entity’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 entity’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 DRW Investments, LLC as of December 31, 2016 and 2015, 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.

PSKk VS LLP

Chicago, lllinois
March 31, 2017

THE POWER OF BEING UNDERSTOODD
AUDIT TAX CONSULHING
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DRW Investments, LLC

Statements of Financial Condition
December 31, 2016 and 2015

2016 2015
Assets
Cash in bank $ 39,751,040 & 18,670,816
Securities purchased under agreements to resell 13,801,929,959 13,866,009,115
Securities owned, at fair value 12,589,009,731 15,800,979,763
Derivative financial instruments owned, at fair value 2,471,685,958 2,259,694,638
Receivables from clearing brokers, net 801,666,511 1,705,647,933
Stock and memberships in exchanges, at cost 5,830,389 5,372,389
(fair value of $8,180,795 for 2016 and $7,705,440 for 2015)
Promissory notes receivable - affiliates 36,705,000 17,877,348
Receivables from affiliates 12,004 382,708
Other assets 5,074,126 3,710,596

Liahilities and Member's Equity

Liabilities

Securities sold under agreements to repurchase
Securities sold, not yet purchased, at fair value
Derivative financial instruments sold, at fair value
Payables to clearing brokers, net

Total assets

Borrowings

Promissory notes payable - affiliates

Payable to affiliates
Accrued expenses

Total liabilities

Member's Equity

Total liabilities and member's equity

29,751,664,718

33,678,345, 306

11,839,696,896
14,834,034,815
2,264,471,944

15,300,148,663
14,693,994,015
1,618,686,699

132,682,336 1,605,924,335
127,784,667 74,029,498
45,250,000 1,670,000
51,093,482 51,047,150
15,784,048 21,541,939
29,310,798,188 33,367,242,299
440,866,530 311,103,007

29,751,664,718

33,678,345 306

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

Director

See Notes to Financial Statements.

2017, and are signed on their behalf by:



DRW Investments, LLC

Statements of Operations
Years Ended December 31, 2016 and 2015

2016 2015
Revenue:
Proprietary trading, net 452126130 & 469,271,590
interest and dividends 2,604,796 872,765
Cther 93,318 210,147
Total revenue 454,824,244 470,354,502
Expenses:
Trading expenses;
Commissions, trade execution and related fees 69,287,074 54,498,332
Interest and dividends 5,794,074 4,231,854
Other 910,969 843,394
Total trading expenses 75,992,117 59,573,580
Operating expenses:;
Employee compensation and benefits 62,258,100 72,180,679
Networking, data and technology costs 33,000,244 38,297,586
Administrative support services 20,018,932 15,112,607
Cccupancy 3,256,029 2,625,694
Other 14,703,308 10,144,594
Total operating expenses 133,236,613 138,361,160
Total expenses 209,228,730 197,934,740
Net income 245595514 % 272,419,762

See Notes to Financial Statements.




DRW Investments, LLC

Statements of Changes in Member's Equity
Years Ended December 31, 2016 and 20156

Balance, December 31, 2014 $ 158,991,389
Capital contributions 632,822,898
Capital withdrawals {753,131,042)
Net income 272,419,762

Balance, December 31, 2015 311,103,007
Capital contributions 1,419,523,976
Capital withdrawals {1,535,355,967)
Net income 245 585 514

Balance, December 31, 2016 $ 440,866,530

See Notes to Financial Statements.



DRW investments, LLC

Statements of Cash Flows
Years Ended December 31, 2016 and 2015

2016 2015
Cash Flows from Operating Activities
Net income 245595514 3 272,419,762
Adjustments to reconcile net income to net cash
provided by operating activities:
Loss on sale of memberships in an exchange 142,000 -
Changes in operating assets and liabilities:
Securities purchased under agreements to resell 64,079,156 (2,239,737,846)
Securities owned 3,211,970,032 (6,984,384,738)
Derivative financial instruments owned (211,991,320} 441,402,939
Receivabtes from clearing brokers, net 903,981,422 (369,945,654)
Receivables from affiliates 370,704 5,198,170
Other assets (1,363,530) 91,602
Securities sold under agreements to repurchase (3,460,451,767) 5,643,663,950
Securities sold, not yet purchased 140,040,800 2,721776,434
Derivative financial instruments sold 645,585,245 (626,352,162)
Payables to clearing brokers, net (1,473,241,998) 1,262,782,722
Payable to affiliates 73,297,819 70,238,550
Accrued expenses {5,757,891) 6,878,800
Net cash provided by operating activities 132,256,185 204,032,629
Cash Flows from Investing Activities
Proceeds from sale of memberships in an exchange 408,000 -
Purchase of memberships in an exchange (1,008,000) {122,000}
Net cash used by investing activities (600,000) {122,000}
Cash Flows from Financing Activities
Proceeds received from borrowings 1,383,223,993 2,581,479,438
Repayments of borrowings (1,329,468,825) (2,578,192,870)
Payments received {advances on) promissory
notes receivaple - affiliate (18,827,652) 31,563,236
Advances received (payments made) on promissory
notes payable - affiliate 43,580,000 {63,068,216)
Capital contributions 1,332,631,012 535,505,641
Capital withdrawals (1,521,714,490) (738,419,446)
Net cash used in financing activities (110,575,961} (231,132,217}
Net increase in cash 21,080,224 (27,221,688)
Cash:
Beginning of year 18,670,816 45,892,503
£nd of year 39,751,040  § 18,670,816

{Continued)




DRW Investments, LLC

Statements of Cash Flows (Continued)
Years Ended December 31, 2016 and 2015

2016

2015

Supplemental Disclosure of Cash Flow Information
Cash payments for interest

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 $13,641,477 for 2016 and $14,711,596 for 2015.

See Notes to Financial Statements.

5,794,074

$

4,231,854

86,892,964

$

97 317 257




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 lllinois limited liability company and
wholly-owned subsidiary of DRW Holdings, LLC {(DRWH). The Company engages in proprietary trading
activities. The Company is a member of several exchanges including the Chicago Board of Trade,
Chicago Mercantile Exchange, ICE Futures Europe, ICE Futures US and Eurex.

Cn August 31, 2008, 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 Authority of the United Kingdom (FCA). The activities of the Branch are included with the
Company for financial presentation.

The following is 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 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, liabilities
and disclosures 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.

Foreign currency transactions: The Company’s functional currency is the U.S. dollar; however, it
transacts business in currencies other than the U.S. dollar. Assets and liabilities denominated in
currencies other than the U.S. doliar are translated into U.S. dollars at the rates in effect at the date of the
statements of financial condition. Income and expense items denominated in currencies other than the
U.S. dollar are translated into U.S. dollars at the rates in effect during the period. Gains and losses
resulting from the translation of transactions denominated in foreign currencies to U.S. doltars are
reported in proprietary trading, net on the statements of operations.

Securities and derivatives transactions: Securities and derivatives 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 basis as transactions
occur, Futures transactions are recorded in receivable from/payable to clearing brokers in the statements
of financial conditicn, netted by clearing broker. The remaining derivatives are classified as derivative
financial instruments in the statements of financial condition.

The Company recoghizes interest paid and earned on the accrual basis and dividend income is
recognized on the ex-dividend date. The Company accounts for its secured financing activities on an
accrual basis with related interest income and expense recorded in proprietary trading revenue, net in the
statements of operations.

Proprietary trading, net includes interest and dividend income and interest and dividend expense related
to the Company’s trading activities of approximately $6,268,000 and $57 438,000 for the years ended
December 31, 2016 and 2015, respectively.



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 ciearing brokers in the statements of
financial condition, netted by clearing breker. The Company may cbtain short-term financing against its
positions.

Additionally, when the requirements are met, the Company offsets certain amounts recognized for
receivables from or payable to clearing brokers against fair value amounts recognized for net derivative
positions held at the same clearing broker.

Resale and repurchase agreements: Transactions involving purchases of securities under agreements
to resell or securities sold under agreements to repurchase, comprised primarily 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 securities before maturity at a fixed or
determinable price. It is the practice of the Company to have the clearing broker hold pessession of
collateral, on the Company’s behalf, with a fair value equal to or in excess of the principal amount [oaned
under resale agreements. Collateral is valued daily, and the Company may require counterparties to
deposit additional collateral or return collateral pledged when appropriate. 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 securities purchased under agreements to resell and securities sold under
agreements to repurchase.

Stock and memberships in exchanges: The Company’s stock and memberships in exchanges, which
represent ownership interest in exchanges and provide the right 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 impairment. Management believes no such impairment in value
occurred in 2016 or 2015.

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

Income taxes: The Company is a single-member limited liability company and is treated as a disregarded
entity for federal tax purposes. Accordingly, it does not file any tax returns, but its taxable income is
reported as pant of DRWH's tax returns. DRWH is a limited liability company whose income or loss is
includable in the tax returns of its members. Additionally, the Branch is subject to taxation in its respective
jurisdiction and, accordingly, files a separate retumn.

For the years ended December 31, 2016 and 2015, the Branch recorded a tax provision of approximately
$2,789,000 and $4,002,000, respectively, which is included in other operating expenses on the
statements of operations. As of December 31, 2016 and 2015, the Branch has recorded a payable of
approximately $1,753,000 and $3,910,000, respectively, which is included in accrued expenses in the
statements of financial condition and will be used to offset the remaining liability after considering
estimated payments made during the years ended December 31, 2016 and 2015.



DRW Investments, LLC

Notes to Financial Statements

Note 1. Nature of Business and Significant Accounting Policies {Continued}

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 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, 2016, management has determined that there are no
material uncertain income tax positions. DRWH files income tax returns in U.S. federal jurisdiction, and in
various states. DRWH is generally not subject to examination by United States federal or state taxing
authorities for tax years before 2013. The Branch is not subject to examination by HM Revenue and
Customs (HMRC) for tax years before 2013.

Recently issued accounting pronouncements: In February 2016, the FASS issued Accounting
Standards Update (ASU) 2016-02, Leases (Topic 842), to increase transparency and comparability
among organizations by recognizing lease assets and lease liabilities on the balance sheet and disclosing
key information about leasing arrangements. Under ASU 2016-02, a lessee will recognize in the
statement of financial condition a liability to make lease payments (the lease liability) and a right-to-use
asset representing its right to use the underlying asset for the lease term. The recognition, measurement,
and presentation of expenses and cash flows arising from a lease by a2 lessee have not significantly
changed from current U.S. GAAP. ASU 2016-02 retains a distinction between finance leases (i.e. capital
leases under current U.S. GAAP) and operating leases. The classification criteria for distinguishing
between finance leases and operating leases will be substantially similar to the classification criteria for
distinguishing between capital leases and operating leases under current U.S. GAAP, The amendments
are effective for fiscal years beginning after December 15, 2019, and interim periods within fiscal years
beginning after December 15, 2020. Early adoption is permitted. The Company is evaluating the impact
this ASU will have on the Company's statement of financial condition.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments—Qverall (Subtopic 825-10):
Recognition and Measurement of Financial Assels and Financial Liabilities, which updates certain
aspects of recognition, measurement, presentation and disclosure of financial instruments. ASU 2016-01
will be effective for the Company for fiscal years beginning after December 15, 2018. The Company does
not believe the adoption of the new financial instruments standard will have a material impact on its
financial statements.

In June 2014, the FASB issued ASU 2014-11, Repurchase-to-Maturity Transactions, Repurchase
Financings, and Disclosures. ASU 2014-11 aligns the accounting for repurchase-to-maturity transactions
and repurchase financing arrangements with the accounting for other typical repurchase agreements, i.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, 2015. The Company has evaluated the impact,
if any, that these updates will have on its consolidated financial condition or consolidated results of
operations.

Reclassification: Certain balances in the December 31, 2015 financial statements have been
reclassified to conform to the current year presentation.

Subsequent events; The Company has evaluated subsequent events for potential recognition and/or
disclosure through March 31, 2017, the date these financial statements were available to be issued.



DRW Investments, LLC

Notes to Financial Statements

Note 2. Receivable from and Payable to Clearing Brokers
Amounts receivable from and payable to clearing brokers at December 31, 2016 and 2015, consist of the
foltowing:
2016
Receivable Payable
Clearing brokers $ 99,511,165 % 131,443,834
Unsettled transactions 524,919,896 -
Interest (8,279,261) 69,292
Exchange-traded futures contracts - open trade equity 185,514,712 1,169,210
3 801,666,511 3 132,682 336
2015
Receivable Payable
Clearing brokers $ 28135256 & 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 8 1605924335

Payable to clearing brokers relates to the proprietary transactions cleared through such clearing brokers,
which amounts are collateralized by securities and derivative financial instruments owned by the

Company.

Note 3. Fair Value of Financial Instruments

Fair value is the price that would be received to sell an asset and paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The Company utilizes valuation
techniques to maximize the use of observable inputs and minimize the use of uncbservable inputs.
Assets and liabilities 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 priority to quoted
prices in active markets for identical assets or liabilities (Level 1) and the lowest priority to unobservable
inputs (Level 3). Inputs are broadly defined as assumptions market participants weould use in pricing an

asset or liability.

The three levels of the fair value hierarchy are described below:

L.evel 1: Unadjusted quoted prices in active 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 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.

10



DRW Investments, LLC

Notes to Financial Statements

Note 3. Fair Value of Financial Instruments (Continued)

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, an investment'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 considers factors
specific to the investment.

The following describes 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 prices, which are generally the exchange settlement prices. These
financial instruments are classified as Level 1 in the fair value hierarchy.

Government securities are generally valued using a model that incorporates market observable data such
as reported sales of similar securities, broker quotes, vields, bids, offers, and reference data. Certain
securities are valued principally using dealer quotations. Government securities are categorized in Level
1 or Level 2 of the fair value hierarchy depending on the inputs used and market activity levels for specific
securities. The Company has determined that Government securities are classified as Level 1 in the fair
value hierarchy based on broker quotes for identical securities with an active market.

Qver-the-counter {OTC) derivative contracts include forwards, currency options, swaps and swaption
contracts. Fair value of these OTC derivative products is 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 counterparties rather than remaining bilateral agreements;
however, the designated clearing organizations or central counterparties generally utilize pricing models
to price these cleared swaps. Generally, the inputs for models to value swaps and swaptions do not have
a material amount of subjectivity. Pricing inputs, such as relevant interest rates and yield curves, are
observed from actively quoted markets. The OTC derivatives products valued by the Company using
pricing models fall into this category and are categorized within Level 2 of the fair value hierarchy.

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 liabilities measured
at fair value on a recurring basis as of December 31, 2016:

Fair Value Measurements Usin
Quoted Prices in Significant Cther Significant

Active Markets for QObservable Unobservable
Identical Assets Inputs inputs
Total (Level 1) (Level 2) (Level 3)
Assets
Securities owned
Exchange-traded funds $ 43504 § 43,504 3 - $ -
Government securities 12,588,966,228 12,588,966,228 - -
Derivative financial instruments owned
Equity options 140,423,929 140,423,929 - -
Options on futures contracts 1,980,777,262 1,980,777,262 - -
Currency forwards 2,882,539 - 2,882,538 -
Currency options 372,236,422 - 372,236,422 -
Swaps 230,307,410 - 230,307,410 -
Swaptions 1,381,395 - 1,381,395 -
Receivable from clearing brokers
Futures contracts 186,118,893 186,118,893 - -
$ 15503137582 $ 14896320816 § 606807766 5 -
Liabilities
Securities sold, not yet purchased
Government securities $ 14,834.034,815 § 14,834,034,815 $ - $ -
Derivative financial instruments sold
Equity options 125,907,232 125,907,232 - -
Options on futures contracts 2,081,734,504 2,081,734,504 - -
Currency forwards 14,892,642 - 14,892 642 -
Currency options 246,309,307 - 246 309,307 -
Swaps 34,986,153 - 34,986,153 -
Swaptions 16,965,106 - 16,965,106 -
Receivable from clearing brokers
Futures contracts 604,181 604,181 - -
Payable to clearing brokers
Futures contracts 1,169,210 1,169,210 -

$ 17356603150 3 17043449942 § 313153208 § -

12



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 liabilities measured
at fair value on a recurring basis as of December 31, 2015:

Fair Value Measurements Using
Quoted Prices in Significant Other Significant

Active Markets for Observable Unobservable
Identical Assets Inputs Inputs
Totat (Level 1) {Level 2) {Level 3)
‘Assets
Securities owned
Exchange-traded funds $ 3641409 $ 3,641,409 % - $ -
Government securities 15,797,338,354 15,797,338,354 - -
Derivative financial instruments owned
Equity options 108,448,990 108,448,990 - -
Options on futures contracts 2,059,028,898 2,059,028,898 - -
Currency forwards 9,020,190 - 9,020,190 -
Swaps 81,948,031 - 81,948,031 -
Swaptions 1,248,529 - 1,248,529 -
Receivable from clearing brokers
Futures contracts 2,631 2,531 - -
Payable to clearing brokers
Futures contracts 190,065,948 190,065,948 - -
$ 18250742880 § 18.158.526130 § 92216750 § -
Liabilities
Securities sold, not yet purchased
Exchange-traded funds $ 2,668,920 $ 2,668,920 § - $ -
Govemment securities 14,691,325,095 14,691,325 095 - -
Derivative financial instruments sold
Equity options 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 - 447,284 -
Receivable from clearing brokers
Futures contracts 1,378,738 1,378,736 - -
Payable to clearing brokers
Futures contracts 190,283,055 190,283,055 -

3 16504 542505 $ 16331659729 §$ 172882776 % -

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
during the years ended December 31, 2016 and 2015.

Substantially all of the Company's assets and liabilities are considered financial instruments and are

reported in the statements of financial condition at fair value, or at carrying amounts that approximate fair
value.

13



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 affiliate of one of its clearing brokers which matures on March 31, 2017. The borrowing with this facility
accrues interest at a rate based on the one-month London Interbank Offered Rate (LIBOR), as

defined. The borrowing is secured by the assets of the Company that are on deposit with the related
clearing broker. As of December 31, 2016 and 2015, the Company had drawn approximately
$127,785,000 and $74,029,000, respectively, on this demand loan facility. This arrangement requires the
Company to satisfy certain financial reporting and other covenants, as defined. The Company expects to
extend the maturity date of the loan to March 31, 2018.

The Company has a margin loan facility in the amount of $50,000,000 with an affiliate of another clearing
broker that accrues interest at a rate based on the 90-day LIBOR, as defined. The borrowing is secured
by the assets of the Company that are on deposit with the related clearing broker. At December 31, 2016
and 2015, the Company had not drawn on this loan facility. This arrangement requires the Company to
satisfy certain financial reporting and other covenants, as defined.

The Company and its affiliate, DRW Strategies, LLC (DRWST), shared a term margin loan facility in the
amount of $150,000,000 with an affiliate of another clearing broker that accrued interest at a market rate
based on the one-month LIBOR, as defined. The borrowing was secured by the assets of the Company
and the affiliate that were on deposit with the related clearing 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 activities. The Company has an
agreement with DRWH whereby certain operating expenses, approximately $114,365,000 and
$109,082,000, respectively, for the years ended December 31, 2016 and 2015, are paid by DRWH and
charged to the Company based on a series of usage factors. At December 31, 2016 and 2015, payable to
affiliates of approximately $39,810,000 and $29,983,000, respectively, is related to these activities. The
Branch has an agreement with an affiliate whereby certain operating expenses, approximately
$17,385,000 and $22,801,000, respectively, for the years ended December 31, 2016 and 2015, are paid
and charged to the Branch on performance fees and a series of usage factors. At December 31, 2016
and 2015, payable to affiliates of approximately $8,278,000 and $22,801,000, respectively, is related to
these activities.

Additionally, the Company transacts business with and incurs amounts due from and payable to other
affiliates in the ordinary course of business. At December 31, 2016, approximately $12,000 and
$3,006,000 represent receivables from and payables to affiliates, respectively, in connection with such
transactions. At December 31, 2015, approximately $2,119,000 and $0 represent receivables from and
payables to affiliates, respectively, in connection with such transactions.

The Company has an unsecured demand loan facility (the Revolver) with an affiliated entity. The
outstanding amount receivable under the Revolver at December 31, 2016 and 2015, is approximately
$3,704,000 and $9,221,000, respectively, and is included in promissory notes receivable — affiliates in the
statements of financial condition. The loan is non-interest bearing. Due to the demand nature of the
Revolver, carrying value approximates fair value as of December 31, 2016 and 2015.

14



DRW Investments, LLC

Notes to Financiat Statements

Note 5. Related-Party Transactions (Continued)

The Company has an interest bearing unsecured promisscry note receivable to an affiliated entity. The
outstanding amount receivable at December 31, 2018 and 2015, is approximately $0 and $8,656,000,
respectively, which is included in promissory notes receivable — affiliates in the statements

of financial condition. The promissory note accrues interest at an annual rate of 1.5%. The promissory
note matures on February 10, 2021, and its carrying value approximates fair value as of

December 31, 2016 and 2015.

The Company has an interest bearing unsecured promissory note receivable from an affiliated entity. The
outstanding amount receivable at December 31, 2016 and 2015, is approximately $33,000,000 and $0,
respectively, which is included in promissory notes receivable — affiliates in the statements of financial
condition. The promissory note accrues interest at an annual rate of 0.93% and the promissory note
matures on September 17, 2021. Its carrying value approximates fair value as of December 31, 2016 and
2015.

The Company has a non-interest bearing unsecured promissory note payable with an affiliated entity
totaling approximately $45,250,000 and $1,670,000 for the years ended December 31, 2016 and 2015,
respectively, which is included in promissory notes payable — affiliates in the statements of financial
condition. The promissory note matures on September 17, 2021, and the carrying value approximates fair
value as of December 31, 2016 and 2015, due to the demand nature of the note.

The Branch has an interest bearing unsecured demand promissory note receivable from an affiliated
entity. The promissory note accrues interest at an annual rate of 1% 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, 2016 and 2015. At December 31, 2016 and 2015, the Company has no amounts due
from this affiliate in connection with this promissory note.

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 risk. These financial instruments include equity securities, U.S.
government obligations, foreign government obligations, and derivatives such as equity options, futures
contracts, options on futures contracts, swaps, currency options, and currency forwards. A significant
portion of the trading of these financial instruments is generally conducted on securities and futures
exchanges throughout the United States and Europe. Settlement of these transactions generally takes
place through clearing brokers utilized by the Company. These instruments involve elements of market
and credit risk that may exceed the amounts reflected in the statements of financial condition.

The Company’s market risk is attributable to potential changes in the market value of portfolios of
financial instruments and is affected by various factors including the size and composition of positions
held, interest rates, volatility and liquidity. Theoretically, the Company's exposure is equal to the cost of
securities or contracts purchased and unlimited on securities or contracts sold short. The Company's
overall exposure to market risk is impacted by its use of hedging strategies. The Company controls its
exposure to market risk through various hedging strategies, analytical measures and techniques.
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DRW Investments, LLC

Notes to Financial Statements

Note 6. Risks and Guarantees (Continued)

Purchased options on securities 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
securities or futures contracts may obligate the Company to deliver or to take delivery of futures contracts
at a contracted price in the event the option is exercised by the holder. This may result in market risk not
reflected in the statements of financial condition to the extent that the Company is obligated to purchase
or sell the underlying securities or futures contracts in the open market. To minimize these risks, the
Company may be long or short the underlying instrument, which can be used to settle these transactions.

Securities sold, not yet purchased represent obligations of the Company to deiiver specific securities and
thereby create a liability to purchase these instruments in the open market at prevailing prices. These
transactions may result in market risk not reflected in the statements of financial condition as the
Company's ultimate 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 securities 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, is mitigated by each clearing broker's obligation to comply with rules and
regulations governing clearing brokers in the United States and Europe, as well as the Company’s
periodic monitoring 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 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.

During 2015, the Company has provided a letter of support on behalf of an affiliated entity, DRW
Securities, LLC (DRWS), in order to enable the affiliate to enter into an Institutional Futures Client
Account Agreement. In accordance with this letter of support, the Company has agreed to make
payments directly to the counterparty if DRWS fails to make such payments.

The Company has provided a letter of support on behalf of DRWST in order to enable the affiliate to
qualify as an Eligible Contract Participant, as defined by Section 1a{18)(A)(v)(Il) 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 letter of support will continue in effect for the
duration of the agreements with the counterparties.

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 they relate to the specified clearing firms and their
related parties. The guarantees will continue in effect for the duration of the agreements with the clearing
firms.

As of and for the years ended December 31, 2016 and 2015, 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 activities may result in noticnal value of open derivative positions that is not
representative of the risk in the outstanding derivatives contracts. The Company’s trading activities may
involve the use of hedging strategies to reduce directional and non-directional risks. There is no
guarantee that the hedging strategies will achieve their desired result. The Company does nct consider
any derivative 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 liabilities 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 derivatives are recorded on the statements
of operations.
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Notes to Financial Statements

Note 7.

Derivative Instruments and Hedging Activities (Continued)

As of December 31, 2016 and 2015, and for the years then ended, the Company’s derivative activities
had the following impact on the statements of financial condition and the statements of operations;

Contract Type

2016
Gross Asset Gross Liability Gains/{Losses) on
Derivatives Derivatives Derivatives for
at Fair Value at Fair Value the Year Ended

December 31, 2016

December 31, 2016

December 31, 2016

Fixed income contracts

Futures

Swaps

Swaptions

Options on futures
Equity index contracts

Equity options

Futures

Swaps

Options on futures
Energy contracts

Futures

Options on futures
Agriculture contracts

Futures

Options on futures

Precious metals contracts

Futures

Options on futures
Currency contracts

Futures

Currency forwards

Options on futures

Currency options

3 363,375,988 (3) $ 194,964,752 (3) (408,815,744)
226,882,024 (1) 34,334,730 (2) 106,194,280
1,381,385 (1) 16,965,106 (2) 7,355,531
1,208,137,781 (1) 1,.677,047,609 (2) 140,557,777
140,423,929 (1) 125,907,232 (2) (9,731,771)
16,424,714 (3) 2,331,878 (3) 4,616,631,438
3,425,387 (1) 651,423 (2) 61,775,293
509,628,241 (1) 69,496,483 (2) (4.624,185,353)
600 (3) 198,121 {3) 2,287,947
260,290 (1) 172,520 {2) (1,222,600)
7,444,893 (3) 4,319,418 {3) 96,284,737
135,286,216 (1) 147,840,215 {2) (63,405,772)
198,086 (3) 8,270 (3 989,445
55,530 (1) 12,310 (2) 233,090
186,485 (3) 1,462,825 (3) 65,062,735
2,882,539 (1) 14,892,642 (2) (4,900,505)
127,408,204 (1) 187,165,368 (2) 18,845,520
372236422 (1) 246,309,307  (2) (30,414,632)

3 3,115,635,724 $ 2,724 080,209 (26,358 584) (4}

{1} - included in Derivative financial instruments owned, at fair value on the statements of financial condition
(2) - Included in Derivative financial instruments sold, at fair value on the statements of financial condition
{3} - Included in either Receivables from clearing brokers, net and Payables to clearing 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)
2015
Gross Asset Gross Liability Gains/(Losses) on
Derivatives Derivatives Derivatives for
at Fair Value at Fair Value the Year Ended
Contract Type December 31, 2015 December 31, 2015 December 31, 2015

Fixed income contracts

Futures

Swaps

Swaptions

Options on futures
Equity index contracts

Equity options

Futures

Swaps

Options on futures
Energy confracts

Futures

Options on futures
Agriculture contracts

Futures

Options on futures
Precious metals contracts

Futures

Options on futures
Currency contracts

Futures

Currency forwards

Options on futures

$ 183,765,681 (3) $ 182,710,840 (3) $ 43,642,545
73,793,086 (1) 168,319,623 (2) (171,894,009)
1,248,529 (1) 447,294  (2) 60,380,614
737,525,907 (1) 1,249,393,120 {(2) 252,461,197
108,448,990 (1) 8,571,950 (2) 10,686,204
130,852  (3) 41,130  (3) 1,989,439,640

8,154,946 (1) 287,549  (2) 8,470,691
1,105,412,950 (1) 350,370  (2) (1,984,415 333)
73,200 (3) 11,843 (3) 7,364,284

30 (1) - (@ (4,804,840)

5,951,457 (3) 7.846,387  (3) 40,452,594
151,902,501 (1) 140,555,518  (2) (12,284,007)

- - 549,625

18,540 (1) 20,040 (2) (400,135)

147,288  (3) 1,051,591  (3) (3,232,640}

9,020,190 (1) 3,828,309 (2) (6.225,378)
64,168,970 (1) 47112925 (2) 59,667,403

$ 2449763117 $ 1810548489 3 298,858,455

{1} - Included in Derivative financial instruments owned, at fair value on the statements of financial condition
{2) - Included in Derivative financial instruments sold, at fair value an the statements of financial condition
(3) - Included in both Receivables from clearing brokers, net and Payables to clearing 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)

The Company does not net securities purchased under agreements to reselt and securities sold under
agreements to repurchase. These financial instruments are presented on a gross basis in the statements
of financial condition. In the tables below, the amounts of financial instruments owned that are not offset
in the statements of financial condition, but could be netted against financial liabilities, are presented to
provide the Company's estimate of its net exposure for these financial instruments.

2018

Gross Amounts Net Amounts Gross Amounts Not Offset In the
Cffset Presented Statement of Financial Condition
in the in the Cash
Gross Amounts Statement of Statemant of Financiat Collateral
Recognized Financial Condition ___Fnangcial Congition Instruments. Received Net Amount
Assets
Securties purchased under agreements o resell $ 138019200959 % - $ 13801920050 & (11552765956 § - 3 2249164003
g 13 821 ggQ 959 § - $ 13801920959 § [k 252 7g5 556}  § - § 2243,164.003
Liabilities
Securities sold under agreements 10 repurchase 3 11,839,696898 _ 3 $ 11836696896 $  (11830696896) 3 H 3 -
2 116839696336 & $ 118336068096 % {11 239 Sﬁ 896) _§ - 5 -
2015
Gross Amounts Net Amcunts Gross Amounts Not Offset in the
Offset Presented Statement of Financial Cenditicn
intha in the Cash
Gross Amounts Statement of Statement of Finanal Caliataral
Recognized Fnancial Condition Financial Condition Instruments. Received Net Amount
Assets
Secunties purchased under agreements to resall $ 13866009115 § - $ 13868009114 § 137039887941 § - 3 162 020 388
g 13866000115 3§ - $ 13866008114 % (13,703,988 724) § - $ 1&%&2_
Liabilities
Secunlies sold under agreements to repurchase $ 15300,148663  $ - $ 15300148663 & (14.011,636,733) & - $  1.288,511,930
$ 15300148663 _§ - $ 15300148653 % {14,011638,733) § - $ 1288511930

Excluded from the offsetting table above at December 31, 2016 and 2015, are net unsettled fair value on
long and short futures contracts of $185,407,000 and $1,376,000, respectively, which are included within
receivables from clearing brokers and $1,169,000 and $217,000, respectively, which are included within
payables to clearing brokers on the statements of financial condition.

For non-exchange-traded derivatives, under standard derivatives agreements, the Company may be
required to post collateral if the Company is in a net liability position with the counterparty exceeding
certain amounts. Additionally, counterparties may terminate derivatives contracts if the Company fails to
maintain sufficient asset coverage for its contracts or its net assets decline by stated percentages over
defined periods of time.

For the years ended December 31, 2016 and 2015, the average number of exchange-traded derivative
contracts bought and sold was approximately 28,442 000 and 18,898,000, respectively, per month.
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Notes to Financial Statements

Note 8. Repurchase Agreements

The following tables provide information related to the gross liabilities from secured financing
arrangements, presented by class of collateral pledged and remaining contractual maturity of securities
under agreements to repurchase included in the statements of financial condition as of December 31,

2016 and 2015:

2016
Qvernight and

Repurchase agreements Continuous Up to 30 days __Total

Government bonds $ 11,600810,317 §% 159,275,797 § 11,760,086,114

Municipal bonds 79,610,782 - 79.610,782
Total T 11.660421.000 & 150275797 % 11.530,606.806

2015
Ovemight and

Repurchase agreements Continuous Up to 30 days 30-80 days Total

Govemment bonds $ 15002965 270 i 247 869,359 § 40,314,034 % 15,300,146 663
Tolal 3 12,002,969, 869, 314,

It is the practice of the Company to value collateral daily and, through its clearing broker, the Company
may require counterparties to deposit additional collateral or return collateral pledged when appropriate.

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, 2016, future minimum lease payments, exclusive of the
adjustments for real estate taxes and operating expenses, under the lease are as follows:

Total
Commitment

December 31;

2017 $ 3972598
2018 4,071,913
2019 2,884,088
2020 4,278,054
2021 4,385,005
Thereafter 43,185,030

$ 62,777,588

Rent expense for the years ended December 31, 2016 and 2015, was approximately $1,391,000 and
$1,067,000, respectively. During the same periods, the Company allocated rent expense of approximately
$5,289,000 and $3,107,000, respectively, to affiliates. The Company recognizes rent on 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 $5,621,000 and $5,506,000 as of December 31, 2016
and 2015, respectively.
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Note 9. Commitments and Contingencies {(Continued)

The Company has an irrevocable standby letter of credit in the amount of $3,200,000 with an affiliate of
another clearing broker which matures on October 12, 2017.

On November 6, 2013, the U.S. Commodity Futures Trading Commission {CFTC) filed a complaint
against the Company and Donald R. Wilson (collectively, the Defendants), alleging manipulation and
attempted manipuiation in connection with certain interest swap futures. The Defendants contested the
claims and the matter was tried before the Honorable Richard J. Sullivan in the U.S. District Court for the
Southern District of New York, in December 2016. The Court’s decision is pending. The Company
believes that, pending the District Court’s decision, it is not possible to predict the outcome of the above
matter or estimate the possible loss or range of loss, if any. The CFTC is seeking civil monetary penalties,
restitution, disgorgement, damages and equitable relief Although the matter is subject to uncertainties
inherent in the process and the uitimate disposition of this matter is not presently determinable, the
Company’'s management believes that the allegations are without merit and the ultimate resolution of the
matter will not have a material impact on 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 potential amount of future payments that the Company could be
required to make under these indemnifications cannot be estimated. However, the Company believes that
it is unlikely it will have to make material payments under these arrangements and has not recorded any
contingent liability 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 is unknown, as this would
involve future claims that may be made against the Company that have not yet occurred. The Company
expects the risk of any future obligations under these representations and warranties to be remote.
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