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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of “accelerated filer” and large accelerated filer” in Rule 12b-2 of the Exchange Act. (Check one):
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Explanatory Note

In May 2012, in connection with the review of the Company’s Quarterly Report of Form 10-Q for the quarter ended
March 31, 2012, Deloitte & Touche LLP, the Company’s independent registered public accounting firm questioned the
Company’s interpretation and application of accounting guidance contained in Financial Accounting Standards Board
(“FASB”) Accounting Standards Codification (“ASC or the “Codification””) 480-10-S99, Distinguishing Liabilities from
Equity, SEC Materials, formerly FASB Emerging Issues Task Force Topic D-98, to cash redemption provisions
regarding redeemable noncontrolling interests. After reassessing its interpretation and application of this accounting
guidance, including obtaining an interpretation from the Office of the Chief Accountant of the Securities and
Exchange Commission (“SEC”), the Company concluded that its interpretation of this accounting guidance and its
application of that guidance to these cash redemption provisions was incorrect, resulting in an error in its consolidated
financial statements. This error had no effect on reported net income attributable to common stockholders or cash
flows, but did affect the classification of redeemable noncontrolling interests in IBG LLC (“LLC”) attributable to IBG
Holdings LLC (“Holdings”) during the period from the Company’s May 3, 2007 initial public offering through June 6,
2012, as more fully described in Note 21 to the consolidated financial statements contained in Part 2, Item 8 of the
Company’s Amended Annual Report on Form 10-K/A filed with the SEC on August 31, 2012.

As described in the notes to the unaudited condensed consolidated financial statements included in this Form 10-Q,
this change in the classification of redeemable noncontrolling interests prior to the June 6, 2012 amendment to the
Exchange Agreement (Note 4) also affected the calculation of earnings per share (Note 17). Additionally, as reported
in the statement of changes in equity and further described in Note 4, subsequent to the June 6, 2012 amendment to
the Exchange Agreement, Holdings’ noncontrolling interests have been reclassified, at book value, as a component of
permanent equity.

Internal Control Considerations

In conjunction with the restatement, management identified control deficiencies in its internal controls over financial
reporting associated with the review and interpretation of complex accounting issues - specifically, redeemable
noncontrolling interests in LLC attributable to Holdings and stock based compensation - that constitute a material
weakness in internal control. A material weakness is a control deficiency, or combination of control deficiencies, that
results in more than a remote likelihood that a material misstatement of the annual or interim consolidated financial
statements will not be prevented or detected. For a discussion of management’s consideration of our disclosure controls
and procedures, the material weakness identified and the remediation plan implemented in September 2012, see Part

IL, Item IA, “Risk Factors”, and Part I, Item 4, “Controls and Procedures”, included in this filing on Form 10-Q.

In accordance with applicable SEC rules, this filing includes certifications from our Chief Executive Officer and Chief
Financial Officer dated as of the date of this filing.
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PART I. FINANCIAL INFORMATION
Financial Statements Introductory Note

The Company is a holding company whose primary asset is its ownership of approximately 11.9% of the membership
interests of LLC. See Notes 1 and 4 to the unaudited condensed consolidated financial statements for further
discussion of the Company’s capital and ownership structure.

We are an automated global electronic broker and market maker specializing in routing orders and executing and
processing trades in securities, futures, foreign exchange instruments, bonds and mutual funds on more than 100
electronic exchanges and trading venues around the world. In the U.S., our business is conducted from our
headquarters in Greenwich, Connecticut and from Chicago, Illinois and Jersey City, New Jersey. Abroad, we conduct
business through offices located in Canada, England, Switzerland, Hong Kong, India, Australia, Japan and Brazil. At
September 30, 2012, we had 883 employees worldwide.

As discussed in Note 17, the unaudited condensed consolidated financial statements for the three and nine months
ended September 30, 2011 included herein have been restated for certain errors.
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Interactive Brokers Group, Inc. and Subsidiaries
Condensed Consolidated Statements of Financial Condition

(Unaudited)
September 30, December 31,
(in thousands, except share data) 2012 2011
Assets
Cash and cash equivalents 1,659,505 1,695,495
Cash and securities - segregated for regulatory 12,325,775 10,069,938
purposes
Securities borrowed 2,966,071 2,661,671
Securities purchased under agreements to resell 344,165 375,366
Trading assets, at fair value:
Financial instruments owned 3,460,913 5,069,271
Financial instruments owned and 2,244,056 1,545,807
pledged as collateral
5,704,969 6,615,078
Other receivables:
Customers, less allowance for doubtful accounts
of $3,621 and
$3,332 at September 30, 9,391,015 7,024,792
2012 and December 31,
2011
Brokers, dealers and clearing 874,879 1,397,772
organizations
Receivable from affiliate 593 595
Interest 21,426 20,540
10,287,913 8,443,699
Other assets 573,298 543,118
Total assets 33,861,696 30,404,365
Liabilities and equity
Liabilities:
Trading liabilities - financial instruments sold but not yet purchased,
at fair value 4,547,182 6,156,148
Securities loaned 1,945,097 1,386,059
Short-term borrowings 16,870 6,538
Other payables:
Customers 21,281,337 17,300,105
Brokers, dealers and clearing 496,380 247,360
organizations
Payable to affiliate 274,407 271,602
Accounts payable, accrued expenses 140,857 116,771
and other liabilities
Interest 4,724 6,416
22,197,705 17,942,254
Senior notes payable - 101,411
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Senior secured credit facility -
28,706,854

Redeemable noncontrolling interests -
Commitments, contingencies and guarantees

Equity (deficit):
Stockholders’ equity (deficit):
Common stock, $0.01 par value per
share:
Class A — Authorized - 1,000,000,000,
Issued - 47,789,229 and
46,061,256 shares,
Outstanding — 47,488,923
and 45,576,791 shares
at September 30, 2012 and December 477
31,2011
Class B — Authorized, Issued and
Outstanding — 100 shares
at September 30, 2012 and December -
31,2011
Additional paid-in capital 492,412
Retained earnings (accumulated 125,203
deficit)
Accumulated other comprehensive income, net of income taxes of
$10,914 and $10,454 at September 30, 19,301
2012 and December 31, 2011
Treasury stock, at cost, 300,306 and
484,465 shares
at September 30, 2012 and (7,784)
December 31, 2011
Total stockholders’ equity (deficit) 629,609
Noncontrolling interests 4,525,233
Total equity (deficit) 5,154,842
Total liabilities and stockholders’ equity $ 33,861,696 $
(deficit)

See accompanying notes to the unaudited condensed consolidated financial statements.

25,592,410

5,269,619

460

(465,138)

18,487

(13,310)

(459,501)
1,837

(457,664)
30,404,365




(in thousands, except for shares or per sh2€l2mounts)

Revenues:
Trading gains
Commissions and
execution fees
Interest income
Other income
Total revenues

Interest expense
Total net revenues

Non-interest expenses:
Execution and clearing
Employee
compensation and
benefits
Occupancy,
depreciation and
amortization
Communications
General and
administrative

Total non-interest
expenses

Income before income
taxes

Income tax expense
Net income
Less net income
attributable to
noncontrolling interests
Net income attributable to
common stockholders

Earnings per share:
Basic
Diluted
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Interactive Brokers Group, Inc. and Subsidiaries

Condensed Consolidated Statements of Comprehensive Income

$

@ &L

(Unaudited)

Three months ended
September 30,

149,700
100,584

65,410
17,104
332,798
14,199
318,599

61,646
57,676

9,043

6,089

11,525

145,979

172,620

14,747
157,873
145,385

12,488

0.26
0.26

$

$

2011
(As Restated)

193,778
130,665

73,694
10,726
408,863
23,337
385,526

82,080
56,157

8,984

5,736

14,812

167,769

217,757

15,270
202,487
179,993

22,494

0.48
0.48

©“ &

2012

Nine months ended

September 30,
2011
(As Restated)

371987 $ 514,685
309,540 346,296
200,607 211,757
50,750 43,137
932,884 1,115,875
49,475 65,521
883,409 1,050,354
192,441 214,391
180,202 161,167
28,934 27,289
17,249 17,849
33,779 40,785
452,605 461,481
430,804 588,873
34,458 46,498
396,346 542,375
364,790 494,069
31,556 % 48,306
070 $ 1.10
070 $ 1.09
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Weighted average common shares outstanding:
Basic 47,488,459 44,832,545 46,588,213 43,370,291
Diluted 47,679,818 45,208,557 46,865,770 43,832,558

Comprehensive income:
Net income attributable to $ 12,488 $ 22,494 $ 31,556 $ 48,306
common stockholders
Other comprehensive
Income:
Cumulative translation 2,965 (10,127) 1,274 (2,055)
adjustment, before
income taxes
Income taxes related to 1,071 (3,722) 460 (755)
items of other
comprehensive income

Other comprehensive 1,894 (6,405) 814 (1,300)
income (loss), net of tax
Comprehensive income $ 14,382  $ 16,089 $ 32370 $ 47,006
attributable to common
stockholders

Comprehensive income attributable to noncontrolling interests:

Net income attributable to  $ 145,385 $ 179,993 $ 364,790 $ 494,069
noncontrolling interests
Other comprehensive 21,934 (75,945) 9,876 (9,184)

income (loss) - cumulative

translation adjustment
Comprehensive income $ 167,319 $ 104,048 $ 374,666 $ 484,885
attributable to noncontrolling
interests

See accompanying notes to the unaudited condensed consolidated financial statements.
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Interactive Brokers Group, Inc. and Subsidiaries
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Nine months ended September 30,

(in thousands) 2012 2011
Cash flows from operating activities: (As Restated)
Net income $ 396,346 $ 542,375
Adjustments to reconcile net income to net cash
provided by

operating activities:

Translation (gains) losses (678) 14,091

Deferred income taxes 16,881 35,189

Depreciation and amortization 14,201 13,629

Employee stock plan compensation 54,032 30,986

Losses on non-market making 7,742 7,159

investments, net

Bad debt expense and other 607 4,239

Change in operating assets and liabilities:

Increase in cash and securities - (2,255,850) (2,414,857)

segregated for regulatory purposes

Increase in securities borrowed (303,477) (92,698)

Decrease (increase) in securities 31,218 (127,099)

purchased under agreements to resell

Decrease (increase) in trading assets 911,667 (1,469,587)

(Increase) decrease in receivables from (2,367,432) 157,297

customers

Decrease (increase) in other receivables 523,193 (440,673)

(Increase) decrease in other assets (5,900) 11,521

(Decrease) increase in trading liabilities (1,606,918) 2,233,372

Increase (decrease) in securities loaned 559,452 (86,759)

Increase in payable to customers 3,978,476 2,216,034

Increase in other payables 258,159 40,169
Net cash provided by 211,719 674,388
operating activities

Cash flows from investing activities:

Purchases of non-market making (326,784) (114,945)

investments

Sales of non-market making investments 292,826 18,683

Distribution received from equity 1,567 -

investment

Purchase of property and equipment (13,971) (9,673)
Net cash used in investing (46,362) (105,935)
activities

Cash flows from financing activities:

Dividends paid to shareholders (14,055) (8,915)

Dividends paid to noncontrolling (105,264) (138,548)

interests

Redemption of former member interest - (1,595)

Issuance of senior notes - 340,311

11
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Redemptions of senior notes (101,411) (409,041)
Repayments of senior secured credit - (100,000)
facility
Increase (decrease) in short-term 10,008 (22,575)
borrowings, net
Net cash used in financing (210,722) (340,363)
activities
Effect of exchange rate changes on cash and cash 9,375 (26,574)
equivalents
Net (decrease) increase in cash and cash equivalents (35,990) 201,516
Cash and cash equivalents at beginning of period 1,695,495 1,354,219
Cash and cash equivalents at end of period $ 1,659,505 $ 1,555,735
Supplemental disclosures of cash flow information:
Cash paid for interest $ 51,168 $ 65,354
Cash paid for taxes $ 25,352 $ 68,956
Non-cash financing activities:
Issuance of common stock in exchange of $ - $ 29,199
member interests in IBG LLC
Redemption of member interests from IBG $ - $ (29,199)
Holdings LL.C
Adjustments to additional paid-in capital for changes in proportionate
ownership in IBG LLC $ 13,766 $ (19,210)
Adjustments to noncontrolling interests for
changes in proportionate
ownership in IBG LLC $ (13,766) $ 19,210
Changes in redemption value of redeemable $ (5,269,619) $ (1,407,476)
noncontrolling interests
Changes to total equity (deficit) for the change in the redemption value
of
redeemable noncontrolling interests $ 5,269,619 $ 1,407,476

See accompanying notes to the unaudited condensed consolidated financial statements.

12
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Common Stock

Issued Par
(in thousands,
except for
share amounts) Shares Value
Balance,
January 1, 2012 46,061,256 $460

Adjustment of redeemable
noncontrolling interests
from temporary to
permanent equity (Note 4)
Common Stock
distributed
pursuant to
stock plans 1,727,973 17
Compensation for stock
grants vesting in the future
Deferred tax benefit retained
Dividends paid to
shareholders
Dividends paid by IBG LLC to noncontrolling
interests
Adjustments for changes in
proportionate ownership in
IBGLLC
Comprehensive
income, net of
tax
Balance,
September 30,
2012 47,789,229 $477

Common Stock

Issued Par
(in thousands, Shares Value
except for

Interactive Brokers Group, Inc. and Subsidiaries
Condensed Consolidated Statements of Changes in Equit;
Nine months ended September 30, 2012 and 2011 (2011 Rest

(Unaudited)
Retained Accumulated
Additional Earnings Other
Paid-In Treasury (Accumulated ~ Comprehensive
Capital Stock Deficit) Income
$- $(13,310) $(465,138) $18,487
472,409 572,840
(17) 5,526
5,759
495
(14,055)
13,766
31,556 814
$492,412 $(7,784) $125,203 $19,301
Retained Accumulated
Additional Earnings Other
Paid-In Treasury (Accumulated Comprehensive
Capital Stock Deficit) Income

13

Total
Stockh

Equity

(Defic

Total

Stockk

Equity
(Def
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share amounts)

Balance,
January 1,2011 42,903,718

Adjustment of redeemable
noncontrolling interests

to redemption value
Net proceeds
from issuance
of Common
Stock in
follow-on
offering 1,983,624
Common Stock
distributed
pursuant to
stock plans 1,170,001
Redemption of former
member interest
Deferred tax benefit retained
Dividends paid to
shareholders
Dividends paid to other
noncontrolling interests
Adjustments for changes in
proportionate ownership in
IBGLLC
Comprehensive
income, net of
tax
Balance,
September 30,
2011 46,057,343

$429

20

12

$461

$- $(19,132) $(2,031,656) $21,137 $(
(10,231) 1,703,722 }
29,179
(12) 5,519
(174)
448
(8,915)
(19,210)
48,306 (1,300)
$- $(13,613) $(288,543) $19,837 S

See accompanying notes to the unaudited condensed consolidated finan

14
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Interactive Brokers Group, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements
(dollars in thousands, except shares and per share amounts, unless otherwise noted)

1. Organization and Nature of Business

Interactive Brokers Group, Inc. (“IBG, Inc.” or the “Company”) is a Delaware holding company whose primary asset is its
ownership of approximately 11.9% of the membership interests of IBG LLC, which, in turn, owns operating

subsidiaries (collectively, “LLC” or the “Group”). The accompanying unaudited condensed consolidated financial
statements of IBG, Inc. reflect the consolidation of IBG, Inc.’s investment in LLC for all periods presented

(Note 4). LLC is an automated global electronic broker and market maker specializing in routing orders and

executing and processing trades in securities, futures, foreign exchange instruments, bonds and mutual funds.

LLC is a Connecticut limited liability company that conducts its business through its operating subsidiaries

(collectively called the “Operating Companies”): Timber Hill LLC (“TH LLC”), Timber Hill Europe AG (“THE”), Timber
Hill Securities Hong Kong Limited (“THSHK”), Timber Hill Australia Pty Limited (“THA”), Timber Hill Canada
Company (“THC”), Interactive Brokers LLC (“IB LLC”) and subsidiary, Interactive Brokers Canada Inc. (“IBC”),
Interactive Brokers (U.K.) Limited (“IBUK”), Interactive Brokers (India) Private Limited (“IBI”"), Interactive Brokers
Financial Products S.A. (“IBFP”), Interactive Brokers Hungary KFT (“IBH”), IB Exchange Corp. (“IBEC”), Interactive
Brokers Securities Japan, Inc. (“IBSJ”), IB Brasil Participacdes Ltda (“IBBH”), Interactive Brokers Software Services
Estonia OU (“IBEST”) and Interactive Brokers Software Services Russia (“IBRUS”).

IBG, Inc. operates in two business segments, electronic brokerage and market making. IBG, Inc. conducts its
electronic brokerage business through its Interactive Brokers subsidiaries, which provide electronic execution and
clearing services to customers worldwide. The Company conducts its market making business principally through its
Timber Hill subsidiaries on the world’s leading exchanges and market centers, primarily in exchange-traded equities,
equity options and equity-index options and futures.

Certain of the Operating Companies are members of various securities and commodities exchanges in North America,
Europe and the Asia/Pacific region and are subject to regulatory capital and other requirements (Note 14). IB LLC,
IBUK, IBC, IBI and IBS]J carry securities accounts for customers or perform custodial functions relating to customer
securities.

2. Significant Accounting Policies
Basis of Presentation

These unaudited condensed consolidated financial statements are presented in U.S. dollars and have been prepared
pursuant to the rules and regulations of the U.S. Securities and Exchange Commission (“SEC”) regarding financial
reporting with respect to Form 10-Q and accounting standards generally accepted in the United States of America
(“U.S. GAAP”) promulgated in the FASB Accounting Standards Codification (“ASC” or the “Codification”). These
unaudited condensed consolidated financial statements include the accounts of the Company and its subsidiaries and
include all adjustments of a normal, recurring nature necessary to present fairly the financial condition as of
September 30, 2012 and December 31, 2011, the results of operations and comprehensive income for the three and
nine months ended September 30, 2012 and 2011 and cash flows for the nine months ended September 30, 2012 and
2011. These unaudited condensed consolidated financial statements should be read in conjunction with the audited
consolidated financial statements and notes thereto included in IBG, Inc.’s Amended Annual Report on Form 10-K/A
filed with the SEC on August 31, 2012 and IBG, Inc.’s Amended Quarterly Report on Form 10-Q/A for the quarter

15
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ended March 31, 2012, also filed with the SEC on August 31, 2012. The condensed consolidated financial statement
information as of December 31, 2011 has been derived from the 2011 audited consolidated financial statements. The
results of operations for interim periods are not necessarily indicative of results for the entire year.

Gains and losses from foreign currency transactions are included in trading gains and losses where related to market
making activities or in interest income where related to the investment of customer funds as part of electronic
brokerage activities in the unaudited condensed consolidated statements of comprehensive income. Non-U.S.
subsidiaries have a functional currency (i.e., the currency in which activities are primarily conducted) that is other than
the U.S. dollar. Such subsidiaries’ assets and liabilities are translated to U.S. dollars at period-end exchange rates,
while revenues and expenses are translated at average exchange rates during the year. Adjustments that result from
translating amounts from a subsidiary’s functional currency to the U.S. dollar are reported as a component of other
comprehensive income.

16
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Interactive Brokers Group, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)
(dollars in thousands, except shares and per share amounts, unless otherwise noted)

Principles of Consolidation, including Noncontrolling Interests

The unaudited condensed consolidated financial statements include the accounts of IBG, Inc. and its majority and
wholly owned subsidiaries. As sole managing member of LLC, IBG, Inc. exerts control over the Group’s

operations. In accordance with ASC 810, Consolidation, the Company consolidates the Group’s unaudited condensed
consolidated financial statements and records as noncontrolling interest the interests in the Group that IBG, Inc. does
not own.

Prior to the June 6, 2012 amendment to the Exchange Agreement (Note 4), the Company was required to report IBG
Holdings LLC's (“Holdings”) ownership as redeemable noncontrolling interests (i.e., temporary equity) pursuant to ASC
810-10-45, ASC 815-40-25 and ASC 480-10-S99-3A (formerly FASB Emerging Issues Task Force Topic D-98),
outside of total equity (Note 17) in the unaudited condensed consolidated financial statements. Redemption value of
these redeemable noncontrolling interests is measured as the number of equivalent shares of member interests in LLC
owned by Holdings multiplied by the then current market price per share of the Company’s common stock. The excess
of the redemption value over the book value of these interests, which does not affect net income attributable to

common stockholders or cash flows, is required to be accounted for as a reduction of the Company’s stockholders’
equity in the consolidated statement of financial condition.

The Company has elected to recognize changes in redemption value in each reporting period immediately as they
occur as if the end of each reporting period was also the redemption date for the entire redeemable noncontrolling
interest under paragraph 15(b) of ASC 480-10-S99-3A, notwithstanding that the redeemable noncontrolling interests
are redeemable over a period of time pursuant to a redemption schedule (Note 4).

The Company’s policy is to consolidate all entities of which it owns more than 50% unless it does not have

control. All inter-company balances and transactions have been eliminated. IBG, Inc. would also consolidate any
Variable Interest Entities (“VIEs”) pursuant to ASC 860, Transfers and Servicing and ASC 810 of which it is the
primary beneficiary. IBG, Inc. currently is not the primary beneficiary of any such entities and therefore no VIEs are
included in the unaudited condensed consolidated financial statements.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures in the unaudited condensed consolidated financial
statements and accompanying notes. Estimates, by their nature, are based on judgment and available

information. Therefore, actual results could differ materially from those estimates. Such estimates include the
estimated fair values of IBG LLC and the Company in connection with accounting for redeemable noncontrolling
interests, value of investments accounted for under the equity method of accounting, the estimated useful lives of
property and equipment, including capitalized internally developed software, the allowance for doubtful accounts,
compensation accruals, current and deferred taxes and estimated contingency reserves.

Fair Value

At September 30, 2012 and December 31, 2011, substantially all of IBG, Inc.’s assets and liabilities, including
financial instruments, were carried at fair value based on published market prices and are marked to market daily, or
were assets which are short-term in nature (such as U.S. government treasury bills or spot foreign exchange) and were
carried at amounts that approximate fair value.

17
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IBG, Inc. applies the fair value hierarchy of ASC 820, Fair Value Measurement, to prioritize the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted quoted prices in active
markets for identical assets and liabilities and the lowest priority to unobservable inputs. The three levels of the fair
value hierarchy are:

Level 1 Unadjusted quoted prices in active markets that are accessible at the measurement
date for identical, unrestricted assets or liabilities;

Level 2 Quoted prices in markets that are not considered to be active or financial instruments
for which all significant inputs are observable, either directly or indirectly; and

Level 3 Prices or valuations that require inputs that are both significant to fair value
measurement and unobservable

Financial instruments owned and financial instruments sold, but not yet purchased, except forward currency
contracts, over-the-counter (“OTC”) currency options and certain corporate and municipal debt securities, which are
classified as Level 2 financial instruments, are classified within Level 1 of the fair value hierarchy. The Company’s
financial instruments are valued using quoted

10

18
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Interactive Brokers Group, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)
(dollars in thousands, except shares and per share amounts, unless otherwise noted)

market prices as published by exchanges and clearing houses or otherwise broadly distributed in active markets,
include U.S. government and sovereign obligations, active listed securities, options, futures, options on futures and
corporate and municipal debt securities. IBG, Inc. does not adjust quoted prices for Level 1 financial instruments,
even in the event that the Company may hold a large position whereby a purchase or sale could reasonably impact
quoted prices.

Currency forward contracts and OTC currency options are valued using broadly distributed bank and broker prices,
and are classified as Level 2 financial instruments as such instruments are not exchange-traded. Corporate and
municipal debt securities, including Federal Deposit Insurance Corporation insured corporate bonds held as securities
segregated for regulatory purposes, that are not actively traded are also classified in Level 2.

Investments in listed common stock and investments in other non-market making securities, which investments are
reported in other assets in the accompanying unaudited condensed consolidated statement of financial condition, are
generally reported as Level 2 financial instruments, except for unrestricted listed equities, which are Level 1 financial
instruments. Investments in other non-market making securities include corporate, municipal and asset-backed debt
securities, which are Level 2 financial instruments whose fair values are determined using broker and vendor prices.

Earnings Per Share

Earnings per share (“EPS”) are computed in accordance with ASC 260, Earnings per Share. Shares of Class A and
Class B common stock share proportionately in the earnings of IBG, Inc. Basic earnings per share are calculated
utilizing net income available for common stockholders divided by the weighted average number of shares of Class A
and Class B common stock outstanding for that period. Diluted earnings per share are calculated utilizing the
Company’s basic net income available for common stockholders divided by diluted weighted average shares
outstanding with no adjustments to net income available to common stockholders for dilutive potential common
shares.

The Company has determined to reflect Topic D-98 measurement adjustments for non-fair value redemption
rights through application of the two-class method of calculating earnings per share in lieu of recognizing the impact
through the determination of net income attributable to common shareholders. Furthermore, in accordance with
footnote 17 of ASC 480-10-S99-3A, the Company has elected to treat only the portion of the periodic measurement
adjustments that reflect a redemption in excess of fair value as being akin to a dividend, reducing net income
attributable to common stockholders for purposes of applying the two-class method. Decreases in the carrying
amount of redeemable noncontrolling interests through Topic D-98 measurement adjustments are reflected in the
application of the two-class method only to the extent they represent recoveries of amounts previously accounted for
by applying the two-class method.

Stock-Based Compensation

IBG, Inc. follows ASC 718, Compensation—Stock Compensation, to account for its stock-based compensation plans.
ASC 718 requires all share-based payments to employees to be recognized in the financial statements using a fair
value-based method. As a result, IBG, Inc. expenses the fair value of stock granted to employees, generally 50% in the
year of grant in recognition of plan forfeiture provisions (described below) and the remaining 50% over the related
vesting period utilizing the “graded vesting” method permitted under ASC 718-10. In the case of “retirement eligible”
employees (those employees older than 59), 100% of share awards are expensed when granted.
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Awards granted under the ROI Unit Stock Plan and the Stock Incentive Plan are subject to forfeiture in the event an
employee ceases employment with the Company. The plans provide that employees who discontinue employment
with the Company without cause and continue to meet the terms of the plans’ post-employment provisions will forfeit
50% of unvested previously granted awards unless the employee is over the age of 59, in which case the employee
would be eligible to receive 100% of unvested awards previously granted.

Cash and Cash Equivalents

IBG, Inc. defines cash equivalents as short-term, highly liquid securities and cash deposits with original maturities of
three months or less, other than those used for trading purposes.

11

20



Edgar Filing: Interactive Brokers Group, Inc. - Form 10-Q

Interactive Brokers Group, Inc. and Subsidiaries
Notes to Unaudited Condensed Consolidated Financial Statements (Continued)
(dollars in thousands, except shares and per share amounts, unless otherwise noted)

Cash and Securities—Segregated for Regulatory Purposes

As a result of customer activities, certain Operating Companies are obligated by rules mandated by their
primary regulators to segregate or set aside cash or qualified securities to satisfy such regulations, which regulations
have been promulgated to protect customer assets. In addition, substantially all of the Operating Companies are
members of various clearing organizations at which cash or securities are deposited as required to conduct day-to-day
clearance activities. Securities segregated for regulatory purposes consisted of Federal Deposit Insurance Corporation
insured corporate bonds, which are recorded as Level 2 financial assets, in the amount of $79.9 million and $440.4
million at September 30, 2012 and December 31, 2011, U.S. Treasury Bills of $2,046.9 million and $747.9 million at
September 30, 2012 and December 31, 2011, which are recorded as Level 1 financial assets and securities purchased
under agreements to resell in the amount of $6.4 billion and $3.8 billion as of September 30, 2012 and December 31,
2011, respectively, which amounts approximate fair value.

Securities Borrowed and Securities Loaned

Securities borrowed and securities loaned are recorded at the amount of cash collateral advanced or

received. Securities borrowed transactions require IBG, Inc. to provide counterparties with collateral, which may be
in the form of cash, letters of credit or other securities. With respect to securities loaned, IBG, Inc. receives collateral,
which may be in the form of cash or other securities in an amount generally in excess of the fair value of the securities
loaned.

IBG, Inc. monitors the market value of securities borrowed and loaned on a daily basis, with additional collateral
obtained or refunded as permitted contractually. Receivables and payables with the same counterparty are not offset
in the unaudited condensed consolidated statements of financial condition. For these transactions, the fees received or
paid by IBG, Inc. are recorded as interest income or interest expense in the unaudited condensed consolidated
statements of comprehensive income.

Securities Purchased Under Agreements to Resell

Securities purchased under agreements to resell are treated as collateralized financing transactions and are recorded at
contract value, plus accrued interest, which approximates fair value. The Company’s policy is to obtain possession of
collateral with a fair value equal to or in excess of the principal amount loaned under resale agreements. To ensure
that the fair value of the underlying collateral remains sufficient, this collateral is valued daily with additional
collateral obtained or excess collateral returned, as permitted under contractual provisions.

Financial Instruments Owned and Sold But Not Yet Purchased

Stocks, government, corporate and municipal bonds, futures and options transactions are reported in the unaudited
condensed consolidated financial statements on a trade date basis. The majority of financial instruments owned and
financial instruments sold but not yet purchased are recorded at fair value based upon quoted market prices. All
firm-owned financial instruments pledged to counterparties where the counterparty has the right, by contract or
custom, to sell or repledge the financial instruments are classified as financial instruments owned and pledged as
collateral in the unaudited condensed consolidated statements of financial condition.
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IBG, Inc. also enters into currency forward contracts. These transactions, which are also reported on a trade date
basis, are agreements to exchange a fixed amount of one currency for a specified amount of a second currency at
completion of the currency forward contract term. Unrealized mark-to-market gains and losses on currency forward
contracts are reported as components of financial instruments owned or financial instruments sold but not yet
purchased in the unaudited condensed consolidated statements of financial condition. Net earnings or losses are
reported as components of interest income in the unaudited condensed consolidated statements of comprehensive
income.

Customer Receivables and Payables

Customer securities transactions are recorded on a settlement date basis and customer commodities transactions are
recorded on a trade date basis. Receivables from and payables to customers include amounts due on cash and margin
transactions, including futures contracts transacted on behalf of customers. Securities owned by customers, including
those that collateralize margin loans or other similar transactions, are not reported in the unaudited condensed
consolidated statements of financial condition. Amounts receivable from customers that are determined by
management to be uncollectible are written off to general and administrative expense.

12
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Receivables from and Payables to Brokers, Dealers and Clearing Organizations

Receivables from brokers, dealers and clearing organizations include amounts receivable for securities not delivered
by IBG, Inc. to the purchaser by the settlement date (“fails to deliver”) and margin deposits. Payables to brokers,
dealers and clearing organizations include amounts payable for securities not received by IBG, Inc. from a seller by
the settlement date (“fails to receive”). Receivables and payables to brokers, dealers and clearing organizations also
include amounts related to futures contracts executed on behalf of customers as well as net payables and receivables
from unsettled trades.

Investments

IBG, Inc. makes certain strategic investments in electronic exchange and investment banking platforms and
accounts for these investments under the cost method of accounting or under the equity method of accounting as
required under ASC 323, Investments—Equity Method and Joint Ventures. Investments are accounted for under the
equity method of accounting when IBG, Inc. has significant influence over the investee. Investments accounted for
under the equity method, including where the investee is a limited partnership or limited liability company, are
recorded at the fair value amount of IBG, Inc.’s initial investment and adjusted each period for IBG, Inc.’s share of the
investee’s income or loss. IBG, Inc.’s share of the income or losses from equity investments is reported as a component
of other income in the unaudited condensed consolidated statements of comprehensive income and the recorded
amounts of IBG, Inc.’s equity investments, which are included in other assets in the unaudited condensed consolidated
statements of financial condition, increase or decrease accordingly. Distributions received from equity investees are
recorded as reductions to the respective investment balance.

A judgmental aspect of accounting for investments is evaluating whether an other-than-temporary decline in the value
of an investment has occurred. The evaluation of an other-than-temporary impairment is dependent on specific
quantitative and qualitative factors and circumstances surrounding an investment, including recurring operating losses,
credit defaults and subsequent rounds of financing. None of IBG, Inc.’s equity investments have readily determinable
market values. All equity investments are reviewed for changes in circumstances or occurrence of events that suggest
IBG, Inc.’s investment may not be recoverable. If an unrealized loss on any investment is considered to be
other-than-temporary, the loss is recognized in the period the determination is made. IBG, Inc. also holds exchange
memberships and investments in equity securities of certain exchanges as required to qualify as a clearing member,
and strategic investments in corporate stock that do not qualify for equity method accounting. Such investments are
recorded at cost or, if an other-than-temporary impairment in value has occurred, at a value that reflects management’s
estimate of the impairment, and are included in other assets in the unaudited condensed consolidated statements of
financial condition. Dividends are recognized as a component of other income as such dividends are received.

The Company makes non-market making investments in listed common stock and corporate debt securities. In
addition, other non-market making investments are made to further diversify the Company’s holdings. These
investments are accounted for at fair value (Note 6), with gains and losses recorded as a component of other income.

Property and Equipment
Property and equipment, which is a component of other assets, consist of purchased technology hardware and
software, internally developed software, leasehold improvements and office furniture and equipment. Property and

equipment are recorded at historical cost, less accumulated depreciation and amortization. Additions and
improvements that extend the lives of assets are capitalized, while expenditures for repairs and maintenance are

23



Edgar Filing: Interactive Brokers Group, Inc. - Form 10-Q

expensed as incurred. Depreciation and amortization are computed using the straight-line method. Equipment is

depreciated over the estimated useful lives of the assets, while leasehold improvements are amortized over the lesser

of the estimated economic useful life of the asset or the term of the lease. Computer equipment is depreciated over
three to five years and office furniture and equipment are depreciated over five to seven years. Qualifying costs for
internally developed software are capitalized and amortized over the expected useful life of the developed software,
not to exceed three years.

Comprehensive Income and Foreign Currency Translation

The Company’s operating results are reported in the unaudited condensed consolidated statement of comprehensive
income pursuant to Accounting Standards Update 2011-05, Comprehensive Income.

Comprehensive income consists of two components: net income and other comprehensive income (“OCI””). OCl is

comprised of revenues, expenses, gains and losses that are reported in the comprehensive income section of the
statement of

13
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comprehensive income, but are excluded from reported net income. IBG, Inc.’s OCI is comprised of foreign currency
translation adjustments.

IBG, Inc.’s international Operating Companies have a functional currency (i.e., the currency in which activities
are primarily conducted) that is other than the U.S. dollar. Such subsidiaries’ assets and liabilities are translated into
U.S. dollars at period-end exchange rates, and revenues and expenses are translated at average exchange rates
prevailing during the period. Translation gains and losses from market making and electronic brokerage activities,
respectively, are included in trading gains and in other income in the accompanying unaudited condensed consolidated
statements of comprehensive income. Adjustments that result from translating amounts from a subsidiary’s functional
currency are reported as a component of accumulated other comprehensive income.

Revenue Recognition
—Trading Gains

Trading gains and losses are recorded on trade date and are reported on a net basis. Trading gains are
comprised of changes in the fair value of trading assets and liabilities (i.e., unrealized gains and losses) and realized
gains and losses. Dividends are integral to the valuation of stocks and interest is integral to the valuation of fixed
income instruments. Accordingly, both dividends and interest income and expense attributable to specific trading
assets and liabilities are reported on a net basis as a component of trading gains in the unaudited condensed
consolidated statements of comprehensive income.

—Commissions and Execution Fees

Commissions charged for executing and clearing customer transactions are accrued on a trade date basis and are
reported as commissions and execution fees in the unaudited condensed consolidated statements of comprehensive
income, and the related expenses are reported as execution and clearing expenses, also on a trade date basis.

—Interest Income and Expense

The Company earns interest income and incurs interest expense primarily in connection with its Electronic Brokerage
customer business and its securities lending activities. Such interest is recorded on the accrual basis.

Income Taxes

IBG, Inc. accounts for income taxes in accordance with ASC 740, Income Taxes. The Company’s income tax expense,
deferred tax assets and liabilities, and reserves for unrecognized tax benefits reflect management’s best assessment of
estimated future taxes to be paid. We are subject to income taxes in both the United States and numerous foreign
jurisdictions. Determining income tax expense requires significant judgments and estimates.

Deferred income tax assets and liabilities arise from temporary differences between the tax and financial statement
recognition of the underlying assets and liabilities. In evaluating our ability to recover our deferred tax assets within
the jurisdiction from which they arise, we consider all available positive and negative evidence, including scheduled
reversals of deferred tax liabilities, projected future taxable income, tax-planning strategies, and results of recent
operations. In projecting future taxable income, we begin with historical results adjusted for the results of
discontinued operations and changes in accounting policies and incorporate assumptions including the amount of
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future state, federal and foreign pretax operating income, the reversal of temporary differences, and the
implementation of feasible and prudent tax-planning strategies. These assumptions require significant judgment about
the forecasts of future taxable income and are consistent with the plans and estimates we are using to manage the
underlying businesses. In evaluating the objective evidence that historical results provide, we consider three years of
cumulative operating income (loss).

The calculation of our tax liabilities involves dealing with uncertainties in the application of complex tax laws and
regulations in a multitude of jurisdictions across our global operations. Changes in tax laws and rates could also affect
recorded deferred tax assets and liabilities in the future. Management is not aware of any such changes that would
have a material effect on the Company’s results of operations, cash flows, or financial position.

ASC 740 provides that a tax benefit from an uncertain tax position may be recognized when it is more likely than not
that the position will be sustained upon examination, including resolutions of any related appeals or litigation
processes, on the basis of the technical merits. ASC 740 also provides guidance on measurement, derecognition,
classification, interest and penalties, accounting in interim periods, disclosure, and transition.

14
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The Company records tax liabilities in accordance with ASC 740 and adjusts these liabilities when management’s
judgment changes as a result of the evaluation of new information not previously available. Because of the
complexity of some of these uncertainties, the ultimate resolution may result in a payment that is materially different
from our current estimate of the tax liabilities. These differences will be reflected as increases or decreases to income
tax expense in the period in which new information is available.

IBG, Inc. recognizes interest related to income tax matters as interest income or expense and penalties related to
income tax matters as income tax expense.

Recently Issued Accounting Pronouncements

Subsequent to the adoption of the ASC, the FASB will issue Accounting Standards Updates (“ASUs”) as the
means to add to or delete from, or otherwise amend the ASC. In 2012, prior to the issuance of the Company’s
unaudited condensed consolidated financial statements, ASUs 2012-01 through 2012-07 have been issued. Following
is a summary of recently issued ASUs that have affected or may affect the Company’s unaudited condensed
consolidated financial statements:

Affects Status

ASU Transfers and Servicing (Topic Fiscal years, and
2011-03 860): Reconsideration of Effective interim periods within
Control for Repurchase Agreements those fiscal years,
beginning after
December 15,
2011. Early
application is not
permitted.

ASU Fair Value Measurement (Topic To be applied
2011-04 820): Amendments to Achieve prospectively for
Common Fair Value Measurement interim and annual
and Disclosure Requirements in periods beginning
U.S. GAAP and IFRS after December 15,
2011. Early adoption
is not permitted for
public entities.

ASU Intangibles - Goodwill and Other  Effective for fiscal
2011-08 (Topic 350): Testing Goodwill for years beginning after
Impairment December 15,
2011. Early adoption
is permitted.

ASU Balance Sheet (Topic Effective for fiscal
2011-11 210): Disclosures about Offsetting periods beginning on
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Assets and Liabilities or after January 1,
2013. Retrospective
disclosures for
comparative periods
presented will be
required.

Intangibles - Goodwill and Other  Effective for fiscal

(Topic 350): Testing years beginning after
Indefinite-Lived Intangible Assets September 15,
for Impairment 2012. Early adoption

is permitted.

Technical Amendments and Effective upon
Corrections to SEC Sections - issuance in August
Amendments to SEC section of 2012, adopted for the
ASC pursuant to SEC Staff Bulletin quarter ended

114, Technical Amendments September 30, 2012.
Pursuant to SEC Release No.

33-9520 and Corrections Relating to

Accounting Standards Update

2010-22.

Technical Corrections and Effective upon
Improvements - Amendments to the issuance in October
ASC correcting for differences 2012 or, in the case of

between source literature and the =~ amendments subject
ASC, guidance clarification and to transitional
reference corrections and relocation guidance, for fiscal
of guidance to more appropriate years beginning after
locations within the ASC, and December 15, 2012.
Conforming Amendments Related

to Fair Value (Topic 820).
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Adoption of those ASUs that became effective during 2012, prior to the issuance of the Company’s unaudited
condensed consolidated financial statements, did not have a material effect on those financial

statements. Management is assessing the potential impact on the Company’s financial statements of adopting ASUs
that will become effective during the remainder of fiscal 2012, and in the future.

ASC/IFRS Convergence

In February 2010, the SEC issued Commission Statement in Support of Convergence and Global Accounting
Standards, a formal statement updating the status of its November 2008 Roadmap for the Potential Use of Financial
Statements Prepared in Accordance with International Financial Reporting Standards by U.S. Issuers (“IFRS
Roadmap”). The statement supported convergence of accounting standards and the development of a single set of
global accounting standards. As directed in this statement, the SEC staff issued Work Plan for the Consideration of
Incorporating International Financial Reporting Standards into the Financial Reporting System for U.S. Issuers (the
“Work Plan”) in May 2010, and issued a follow-up Staff Paper, subtitled Exploring a Possible Method of Incorporation
in May 2011. The Work Plan outlines the steps to be taken to provide the SEC with information to be able to

conclude whether IFRS should be adopted for U.S. registrants and the Staff Paper discusses alternative approaches
(“Convergence” and “Endorsement”) to adoption that could be applied. Within the Staff Paper, the SEC Staff has issued a
Request for Comment on these alternatives. The Comment period ended July 31, 2011 and the SEC Staff issued two
Staff Papers, A Comparison of U.S. GAAP and IFRS and Analysis of IFRS in Practice on November 16, 2011.

In June 2012 the FASB and IASB issued a joint statement on their continuing deliberations regarding changes to lease
accounting. When issued, new lease accounting standards under the ASC and IFRS will require the reporting of lease
assets and related liabilities on issuers’ statements of financial condition under a mutually agreed upon two-method
approach. Exposure Drafts detailing applicability and implementation considerations are expected to be issued during
the second half of 2012, and final standards are expected to be issued in 2013. Management will be assessing the
potential effects of this change in lease accounting as the standard setting process moves forward. Based on the scope
of existing lease commitments (approximately 0.1% of total assets as of December 31, 2011 — see Note 16 to the
audited financial statements contained in the Company’s 2011 Annual Report on Form 10-K/A), the effect on the
Company’s financial statements is not expected to be material.

On July 13, 2012, the SEC’s Office of the Chief Accountant issued its Final Staff Report on the Work Plan. This
report considered possible means of aligning IFRS with U.S. GAAP, and raised numerous concerns about the possible
effects of adoption on registrants and investors. The Staff Report did not reject some form of convergence between
U.S. GAAP and IFRS, but also did not endorse adoption and did not commit to the extent or timing of

adoption. While a formal commitment regarding possible incorporation of IFRS into U.S. GAAP has not been
determined, based on continuing joint efforts between the FASB and IASB, it is likely that convergence to some
extent will occur in the future. The Company applies versions of IFRS for the stand alone financial statements of
several of the Operating Companies, where required, and continues to assess the potential impact of adopting IFRS on
the Company’s unaudited condensed consolidated financial statements.

SEC Derivatives Regulation Roadmap
In June 2012, the SEC issued for comment a policy statement on its proposed plan that would sequence the phasing in
of final rules to be adopted by the Commission regulating security-based swaps in order to comply with the

requirements of the 2010 Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank™ Act). The
policy statement provides a proposed “roadmap” for adoption of final rules, but does not mandate specific registrant
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compliance deadlines. Management is monitoring this and other accounting and regulatory rulemaking developments
for their potential effect on the Company’s financial statements and internal controls over financial reporting.

3. Trading Activities and Related Risks

IBG, Inc.’s trading activities include providing securities market making and brokerage services. Trading activities
expose IBG, Inc. to market and credit risks. These risks are managed in accordance with established risk management
policies and procedures. To accomplish this, management has established a risk management process that includes:

* aregular review of the risk management process by executive management as part of its oversight role;

. defined risk management policies and procedures supported by a rigorous analytic framework; and
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articulated risk tolerance levels as defined by executive management that are regularly reviewed to ensure that
IBG, Inc.’s risk-taking is consistent with its business strategy, capital structure, and current and anticipated market
conditions.

Market Risk

IBG, Inc. is exposed to various market risks. Exposures to market risks arise from equity price risk, foreign currency
exchange rate fluctuations and changes in interest rates. IBG, Inc. seeks to mitigate market risk associated with
trading inventories by employing hedging strategies that correlate rate, price and spread movements of trading
inventories and related financing and hedging activities. IBG, Inc. uses a combination of cash instruments and
exchange traded derivatives to hedge its market exposures. The following discussion describes the types of market
risk faced:

Equity Price Risk

Equity price risk arises from the possibility that equity security prices will fluctuate, affecting the value of equity
securities and other instruments that derive their value from a particular stock, a defined basket of stocks, or a stock
index. IBG, Inc. is subject to equity price risk primarily in financial instruments owned and sold but not yet
purchased. IBG, Inc. attempts to limit such risks by continuously reevaluating prices and by diversifying its portfolio
across many different options, futures and underlying securities and avoiding concentrations of positions based on the
same underlying security.

Currency Risk

Currency risk arises from the possibility that fluctuations in foreign exchange rates will impact the value of financial
instruments. Exchange rate contracts may include cross-currency swaps and currency futures contracts. Currency
swaps are agreements to exchange future payments in one currency for payments in another currency. These
agreements are used to effectively convert assets or liabilities denominated in different currencies. Currency futures
are contracts for delayed delivery of currency at a specified future date. IBG, Inc. uses currency swaps to manage the
levels of its non-U.S. dollar currency balances and currency cash and futures to hedge its global exposure.

Interest Rate Risk

Interest rate risk arises from the possibility that changes in interest rates will affect the value of financial
instruments. IBG, Inc. is exposed to interest rate risk on cash and margin balances, positions carried in equity
securities, options and futures and on its debt obligations. These risks are managed through investment policies and
by entering into interest rate futures contracts.

Credit Risk

IBG, Inc. is exposed to risk of loss if an individual, counterparty or issuer fails to perform its obligations under
contractual terms (“‘default risk”). Both cash instruments and derivatives expose IBG, Inc. to default risk. IBG, Inc. has
established policies and procedures for mitigating credit risk on principal transactions, including reviewing and
establishing limits for credit exposure, maintaining collateral, and continually assessing the creditworthiness of
counterparties.
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The Company’s credit risk is limited in that substantially all of the contracts entered into are settled directly at
securities and commodities clearing houses and a small portion is settled through member firms and banks with
substantial financial and operational resources. IBG, Inc. seeks to control the risks associated with its customer
margin activities by requiring customers to maintain collateral in compliance with regulatory and internal guidelines.

In the normal course of business, IBG, Inc. executes, settles, and finances various customer securities

transactions. Execution of these transactions includes the purchase and sale of securities by IBG, Inc. that exposes
IBG, Inc. to default risk arising from the potential that customers or counterparties may fail to satisfy their
obligations. In these situations, IBG, Inc. may be required to purchase or sell financial instruments at unfavorable
market prices to satisfy obligations to customers or counterparties. Liabilities to other brokers and dealers related to
unsettled transactions (i.e., securities fails to receive) are recorded at the amount for which the securities were
purchased, and are paid upon receipt of the securities from other brokers or dealers. In the case of aged securities fails
to receive, IBG, Inc. may purchase the underlying security in the market and seek reimbursement for any losses from
the counterparty.

For cash management purposes, IBG, Inc. enters into short-term securities purchased under agreements to resell and

securities sold under agreements to repurchase transactions (‘“repos”) in addition to securities borrowing and lending
arrangements, all
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of which may result in credit exposure in the event the counterparty to a transaction is unable to fulfill its contractual
obligations. In accordance with industry practice, repos are collateralized by securities with a market value in excess
of the obligation under the contract. Similarly, securities borrowed and loaned agreements are collateralized by
deposits of cash or securities. IBG, Inc. attempts to minimize credit risk associated with these activities by monitoring
colla