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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the quarterly period ended March 31, 2011

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 001-15251

LLABRANCHE & Co INc.

(Exact name of registrant as specified in its charter)

Delaware 13-4064735
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.)

33 Whitehall Street, New York, New York 10004
(Address of principal executive offices) (Zip Code)
(212) 425-1144

(Registrant s telephone number, including area code)

Not Applicable
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(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes x No ~

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

Large accelerated filer ~ Accelerated filer X

Non-accelerated filer ~ ~ (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes © No x

The number of shares of the registrant s common stock outstanding as of May 9, 2011 was 40,931,997.
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements.

LaBRANCHE & CO INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(000 s omitted except per share data)

REVENUES:

Net gain on trading
Trading Interest
Other

Total revenues

Interest expense:
Debt
Inventory financing

Total interest expense

Revenues, net of interest expense

EXPENSES:

Employee compensation and related benefits
Exchange, clearing, brokerage and license fees
Depreciation and amortization

Legal and professional fees

Communications

Occupancy

Early extinguishment of debt

Other

Total expenses

Loss from continuing operations before benefit for income taxes
Benefit for income taxes

Loss from continuing operations

Discontinued operations:
(Loss) income from operations of discontinued operations

Table of Contents

(unaudited)

For the Three Months Ended

March 31,
2011 (1) 2010 (1)(2)
$ 7331 $ 13,961
135 499
183 276
7,649 14,736
2,639
645 5,083
645 7,722
7,004 7,014
3,632 3,305
1,372 531
608 484
1,742 803
1,170 1,101
724 650
7,192
596 95
9,844 14,161
(2,840) (7,147)
(620) (2,880)
(2,220) (4,267)
(5,889) 2,963
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Provision (benefit) for income taxes 13 (2,688)
(Loss) Income from discontinued operations (5,902) 5,651
Net (loss) income $ (8,122) $ 1,384

Weighted-average common shares outstanding:

Basic 40,932 48,540
Diluted 40,932 48,792
Basic net (loss) income per common share:

Continuing operations $ (0.06) $  (0.09)
Discontinued operations (1) $ (0.14) $ 0.12
Total operations $ (0.20) $ 0.03
Diluted net (loss) income per common share:

Continuing operations $ (0.06) $ (0.09)
Discontinued operations (1) $ (0.14) $ 0.12
Total operations $ (0.20) $ 0.03

(1) In accordance with Financial Accounting Standards Board Accounting Standards the results of the Institutional Brokerage segment and
certain Options market making and ISE groups have been reclassified as discontinued operations for all periods presented.
(2) Certain of the Company s March 31, 2010 balances have been adjusted to conform to the presentation in the current period.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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Cash and cash equivalents

LaBRANCHE & CO INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

(000 s omitted except per share data)

ASSETS

Receivable from brokers, dealers and clearing organizations

Financial instruments owned, at fair value
Office equipment and leasehold improvements, at cost, less accumulated depreciation and amortization of
$7,662 and $8,065 respectively

Held for sale
Deferred tax assets
Income tax receivable
Other assets

Total assets

Liabilities:

LIABILITIES AND STOCKHOLDERS EQUITY

Payable to brokers, dealers and clearing organizations
Financial instruments sold, but not yet purchased, at fair value
Deferred rent expense and credit

Other liabilities

Income and deferred taxes payable

Held for sale

Total liabilities

Commitments and contingencies

Stockholders equity:

Common stock, $.01 par value, 200,000,000 shares authorized; 62,654,430 shares issued, 40,931,997 shares

outstanding at March 31, 2011 and December 31, 2010.
Treasury stock, at cost, 21,722,433 at March 31, 2011 and December 31, 2010

Additional paid-in capital
Accumulated deficit

Accumulated other comprehensive loss

Total stockholders equity

Total liabilities and stockholders equity

March 31,
2011 (1)
(unaudited)

$ 139,198
41,328

305,646

9,389
24,949
1,846
1,055
7,178

$ 530,589

$ 71,304
225,616
2,479
5,708

15

24,605

329,727

627

(90,484)

700,036

(405,070)
(4,247)

200,862

$ 530,589

As of

December 31,
2010 (1)
(audited)

$ 84,396
166,500

492,176

9,945
528,966
2,653
625
7,847

$ 1,293,108

$ 254410
165,244
2,543

8,134

180

654,733

1,085,244

627
(90,484)

700,036
(396,948)
(5,367)

207,864

$ 1,293,108

(1) In accordance with Financial Accounting Standards Board Accounting Standards the net asset of the Institutional Brokerage segment and
certain Options market making and ISE groups have been reclassified as held for sale for all periods presented.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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LaBRANCHE & CO INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN

STOCKHOLDERS

BALANCES, December 31, 2009

Net loss

Other comprehensive loss:

Cumulative translation, adjustment net of
taxes

Comprehensive loss

Purchase of treasury stock
Issuance of restricted stock, shares for option
exercises and related compensation

BALANCES, December 31, 2010
Net loss
Other comprehensive loss:

Cumulative translation, adjustment net of
taxes

Comprehensive loss

BALANCES, March 31, 2011 (unaudited)

The accompanying notes are an integral part of these condensed consolidated financial statements.
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(000 s omitted)

Common Stock

Additional
Treasury Paid-in
Shares Amount Stock Capital
51,471 $ 624 $(41,569) $ 700,738
(10,796) (48,915)
257 3 (702)
40,932  $ 627 $(90,484) $ 700,036
40,932  $ 627 $(90,484) $ 700,036

EQUITY AND COMPREHENSIVE LOSS

Accumulated
Other
Accumulated Comprehensive
Deficit Loss
$ (334,591) $ (3,943)
(62,357)
(1,424)
$ (396,948) $ (5,367)
(8,122)
1,120
$ (405,070) $ (4,247)

Total
$ 321,259

(62,357)

(1,424)
(63,781)
(48,915)

(699)
$207,864

(8,122)

1,120

(7,002)

$ 200,862
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LaBRANCHE & CO INC. and SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(000 s omitted)

(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Loss from continuing operations
(Loss) income from discontinued operations, net of tax

Net income (loss)

Adjustments to reconcile income (loss) from continuing operations to net cash provided by (used in)

operating activities:

Depreciation and amortization

Amortization of debt issuance costs and bond discount
Early extinguishment of debt

Share-based compensation expense

Deferred tax benefit

Deferred rent expense and credit

Changes in operating assets and liabilities:

Cash and securities segregated under federal regulations
Receivable from brokers, dealers and clearing organizations
Receviable from customers

Financial instruments owned, at fair value

Income tax receivable

Other assets

Payable to brokers, dealers and clearing organizations
Payable to customers

Financial instruments sold, but not yet purchased, at fair value
Accrued compensation

Accounts payable and other accrued expenses

Other liabilities

Income tax payable

Net cash provided by (used in) operating activities of continuing operations
Net cash provided by (used in) operating activities of discontinued operations (2)

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Payments for purchases of office equipment and leasehold improvements
Payments for purchases of exchange memberships

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments of short-term debt

Discount (premium) on early extinguishment of debt
Purchases of treasury stock

Table of Contents

Three Months Ended March 31,

2011

$  (2,220)
(5,902)

(8,122)

607

822
(64)
125,602
188,355
(837)
674
(183,020)
57,473

(2,435)
(229)

178,826
(126,111)

52,715

(47

(47

$

2010 (1)

(4,267)
5,651

1,384

503
94
7,192
(760)
7,798
20

(9,416)

20,563

198,263
(5,059)

4,211
(210,764)
(22,382)
(325,567)
(2,918)
(5,100)
(12,940)
(67)

(354,945)
497,557

142,612

(117)

(125)

(242)

(189,323)

(5,228)
(39,756)

9



Edgar Filing: LABRANCHE & CO INC - Form 10-Q

Net cash used in financing activities (234,307)
Effect of exchange rate changes on cash and cash equivalents 2,134 (494)
(Decrease) increase in cash and cash equivalents $ 54,802 $  (92431)
CASH AND CASH EQUIVALENTS, beginning of period 84,396 185,920
CASH AND CASH EQUIVALENTS, end of period $ 139,198 $ 93,489

SUPPLEMENTAL DISCLOSURE OF CASH PAID DURING THE PERIOD FOR:
Interest
Income taxes

645
74

10,426
907

@D P
@ &

(1) Certain of the Company s March 31, 2010 balances have been adjusted to conform to the presentation in the current period.
(2) The net cash used in operating activities of discontinued operations does not reflect $126 million of cash provided by a decrease in net
receivable/payable from/to brokers, dealers and clearing organizations during the quarter ended March 31, 2011.
The accompanying notes are an integral part of these condensed consolidated financial statements.
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LaBRANCHE & CO INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

The consolidated financial statements include the accounts of LaBranche & Co Inc., a Delaware corporation (the Holding Company ), and its
subsidiaries, LaBranche Structured Holdings, Inc., a Delaware corporation ( LSHI ), LaBranche & Co. LLC ( LaBranche LLC ), a New York
limited liability company, and LABDR Services, Inc., a Delaware corporation ( LABDR ). The Holding Company is the sole member of
LaBranche & Co. LLC ( LaBranche LLC ) and the 100% stockholder of LSHI and LABDR. In addition, LSHI is a holding company that is the
sole member of LaBranche Capital, LLC ( LCAP ), and LaBranche Structured Products Specialists LLC, a New York limited liability company
( LSPS ), the 100% owner of LaBranche Structured Products Europe Limited, a United Kingdom single member private company ( LSPE ), and
LaBranche Structured Products Hong Kong Limited, a Hong Kong single member private company ( LSPH ), and the sole stockholder of
LaBranche Structured Products Direct, Inc., a New York corporation ( LSPD and collectively with the Holding Company, LaBranche LLC,
LCAP, LSHI, LABDR, LSPS, LSPE, LSPD and LSPH, the Company ). All material inter-company transactions have been eliminated in
consolidation. LCAP was formed on November 30, 2010 by virtue of a merger of LaBranche Structured Products, LLC, a New York limited
liability company ( LSP ) and LaBranche Financial Services, LLC, a New York limited liability company ( LFS ).

LCAP is a registered broker-dealer and Financial Industry Regulatory Authority ( FINRA ) member firm that operates as a market-maker in
Exchange Traded Funds ( ETFs ), engages in hedging activities in options, ETFs, structured notes, foreign currency securities and futures related
to its market-making operations and also conducts principal trading activities in these securities. In the first quarter of 2011, the Company
discontinued certain operations of its market-making segment, including upstairs options market-making on various exchanges and electronic
market-making in the International Securities Exchange ( ISE ). In January 2011, the Company initiated a plan to cease the operations of the LFS
division of LCAP, which provided securities execution and brokerage services to institutional investors and professional traders. Prior to its
merger into LCAP, LFS was also a market maker in over-the-counter, bulletin board and pink sheet securities. LSPS is a non-registered
proprietary trading company that currently is inactive. LaBranche LLC was a registered broker-dealer that, until January 22, 2010, operated
primarily as a Designated Market Maker ( DMM ) in equity securities and rights listed on the NYSE. On January 22, 2010, the Company sold its
DMM business to Barclays Capital, Inc., a division of Barclays Bank Plc ( Barclays ) and, effective as of December 31, 2010, the Company
withdrew LLC s registration as a broker-dealer and no longer conducts business activities. LSPE operates as a market-maker for ETFs traded on
the London Stock Exchange and the Eurex and Euronext exchanges, and is registered as a broker-dealer with the United Kingdom s Financial
Services Authority. LSPH is registered as a market-maker for ETFs in Hong Kong and is registered as a broker-dealer with Hong Kong s
Securities and Futures Commission. LSPD withdrew as a broker-dealer on December 13, 2010 and no longer conducts business activities.
LABDR is an investment company with a minority ownership in a New Jersey aviation partnership. One of the Company s other subsidiaries,
LaBranche & Co. B.V. had ceased operations on June 30, 2007 and was liquidated at the end of January 2011.

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation

Table of Contents 11
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In the first quarter of 2011, the Company discontinued certain operations, including the Institutional Brokerage segment and the upstairs options
market making business on various exchanges and electronic market-making business on the International Securities Exchange ( ISE ), which
formed a portion of its Market-Making segment. In addition, as noted above in Note 1, on January 22, 2010, LaBranche LLC completed the sale
of its DMM business on the NYSE to Barclays, which resulted in the discontinuation of its DMM operations.

In accordance with Financial Accounting Standards Board ( FASB ) Accounting Standards Codification ( ASC ) 205-20, Discontinued Operations,
the assets and liabilities of the DMM business of LaBranche LLC, the Institutional Brokerage segment and the upstairs market-making and

electronic market making components of its options market making business have been reclassified as held for sale in the condensed

consolidated statements of financial condition and these components results have been reclassified as discontinued operations in the condensed
consolidated statements of operations and the condensed consolidated statements of cash flows.

Cash and Cash Equivalents

Cash and cash equivalents include all demand deposits held in banks, highly liquid investments with original maturities of 90 days or less and
currency positions that are being held in the prime brokerage account at the Company s clearing broker for its market-making operations. Certain
portions of these balances are used to meet regulatory requirements (see Note 5).

Use of Estimates

The use of generally accepted accounting principles requires management to make certain estimates and assumptions. In addition to the
estimates we make in connection with fair value measurements, the use of estimates and assumptions is also important in determining provisions
for potential losses that may arise from litigation and regulatory proceedings and tax audits. Actual results could differ from these estimates.

A substantial portion of the Company s compensation and benefits represents contractual incentive compensation and discretionary bonuses,
which are determined at year end. The Company believes the most appropriate way to allocate estimated annual discretionary bonuses among
interim periods is in proportion to the net revenues earned in such periods. In addition to the level of net revenues, overall compensation expense
in any given year is also influenced by, among other factors, prevailing labor markets, business mix and the structure of the Company s
share-based compensation programs.

Foreign Currency Translation

Assets and liabilities denominated in non-U.S. currencies are translated at rates of exchange prevailing on the date of the condensed consolidated
statements of financial condition, and revenues and expenses are translated at average rates of exchange for the respective period. Gains or
losses on translation of the financial statements of a non-U.S. operation, when the functional currency is other than the U.S. dollar, are included,
net of taxes, in the condensed consolidated statements of changes in stockholders equity and comprehensive income (loss). Foreign currency
gains or losses on the revaluation of

-8-
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transactions in nonfunctional currencies are included in the condensed consolidated statements of operations.
New Accounting Developments

Fair Value Measurements

On January 21, 2010, the FASB issued Accounting Standards Update ( ASU ) 2010-06, Fair Value Measurements and Disclosures (ASC 820):
Improving Disclosures about Fair Value Measurements, which provides guidance on how investment assets and liabilities are to be valued and
disclosed. Specifically, the amendment requires reporting entities to disclose i) the input and valuation techniques used to measure fair value for
both recurring and nonrecurring fair value measurements, for Level 2 or Level 3 positions, ii) transfers between all levels (including Level 1 and
Level 2) will be required to be disclosed on a gross basis as well as the reason for the transfers and iii) purchases, sales, issuances and
settlements must be shown on a gross basis in the Level 3 rollforward rather than as one net number. The effective date of the ASU is for interim
and annual periods beginning after December 15, 2009, however, the requirement to provide the Level 3 activity for purchases, sales, issuances
and settlements on a gross basis will be effective for interim and annual periods beginning after December 15, 2010. Adoption did not have a
material effect on the Company s financial condition, results of operations or cash flows.

3. INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS AND FINANCIAL INFORMATION

The unaudited interim condensed consolidated financial information as of March 31, 2011 and for the three months ended March 31, 2011 and
2010 is presented in the accompanying condensed consolidated financial statements. The unaudited interim condensed consolidated financial
statements have been prepared in accordance with U.S. generally accepted accounting principles for interim financial information and with the
instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
U.S. generally accepted accounting principles for complete financial information. The unaudited interim condensed consolidated financial
information reflects all adjustments which are, in the opinion of management, necessary for a fair presentation of the results for such periods.
The preparation of condensed consolidated financial statements in conformity with U.S. generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the condensed
consolidated financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ
from these estimates and assumptions. The unaudited interim condensed consolidated financial information as of March 31, 2011 should be read
in conjunction with the audited consolidated financial statements and notes thereto as of December 31, 2010 included in the Company s Annual
Report on Form 10-K for the year ended December 31, 2010 filed with the Securities and Exchange Commission ( SEC ) on March 16, 2011 and
as amended in Amendment No. 1 on Form 10-K/A (collectively, the 2010 10-K ). Results for the three months ended March 31, 2011 interim
period are not necessarily indicative of results to be obtained for the full fiscal year.

4. INCOME TAXES

9.
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The Company accounts for income taxes in accordance with ASC 740, Accounting for Income Taxes and ASC 740, Accounting for Uncertainty
in Income Taxes - an interpretation of ASC 740 . ASC 740 requires the recognition of tax benefits or expenses based on the estimated future tax
effects of temporary differences between the financial statement and tax bases of its assets and liabilities. Deferred tax assets and liabilities

primarily relate to tax basis differences on unrealized gains on corporate equities and net operating loss carry-forwards. These temporary

differences result in taxable or deductible amounts in future years and are measured using the tax rates and laws that are expected to be in effect
when such differences reverse.

The Company maintains a small tax contingency reserve of $5,200 in the first quarter due to the sale of the DMM business and the conclusion of
a tax audit cycle. The Company has a tax valuation allowance on all net operating loss carryforwards of $44.1 million which represents $30.8
million for federal tax purposes and $13.3 for state and local tax purposes. The components of the (benefit) for income taxes reflected on the
condensed consolidated statements of operations are set forth below:

Three Months Ended
March 31,
2011 2010
(unaudited) (unaudited)
Current income taxes:
Federal $ $  (6,827)
Foreign (681) 652
State and local 74 952
Total current (607) (5,223)
Deferred income taxes:
Federal 2,629
State and local (2,974)
Total deferred (345)
Total (benefit) for income taxes $ (607) $  (5,568)
Current income taxes: Continuing Operations
Federal $ $  (2,881)
Foreign (681) 652
State and local 61 (55)
Total current (620) (2,284)
Deferred income taxes:
Federal 2,426
State and local (3,022)
Total deferred (596)
Total (benefit) for income taxes $ (620) $  (2,880)
Current income taxes: Discontinued Operations
Federal $ $  (3,946)
State and local 13 1,007
Total current 13 (2,939)

Table of Contents 14



Edgar Filing: LABRANCHE & CO INC - Form 10-Q

Deferred income taxes:

Federal 203

State and local 48

Total deferred 251

Total (benefit) provision for income taxes $ 13 $ (2,688)
-10-
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The foreign taxes represent taxes payable to the United Kingdom for LSPE, which is the single member private equity company in the UK that
has been considered a controlled foreign corporation since January 1, 2008.

5. CAPITAL AND NET LIQUID ASSET REQUIREMENTS

As a registered broker-dealer and FINRA member firm, LCAP is subject to SEC Rule 15¢3-1, as adopted and administered by the SEC and
FINRA. LCAP is required to maintain minimum net capital, as defined, equivalent to the greater of $1 million or 2% of aggregate indebtedness,
as defined. As of March 31, 2011 and December 31, 2010, LCAP s net capital, as defined, was $37.2 million and $38.3 million, respectively,
which exceeded minimum requirements by $36.2 million and $37.3 million, respectively. LCAP s aggregate indebtedness to net capital ratio on
those dates was 0.11 to 1 and 0.18 to 1, respectively.

As a registered broker dealer in the United Kingdom, LSPE is subject to the capital adequacy and capital resources as managed and monitored in
accordance with the regulatory capital requirements of the Financial Services Authority ( FSA ) in the United Kingdom. In calculating regulatory
capital, LSPE s capital consists wholly of Tier 1 capital. Tier 1 capital is the core measure of a company s financial strength from a regulator s
point of view. It consists of the type of financial capital considered the most reliable and liquid, primarily Shareholder s Equity. As of March 31,
2011, Tier 1 capital, as defined, was $52.7 million which exceeded the total variable capital requirement by $27.1 million. This Tier 1 capital
included a loan to LSHI by LSPE as of February 2011, in the aggregate principal amount of $11.9 million. At December 31, 2010, Tier 1 capital,
as defined, was $60.5 million which exceeded the total variable capital requirement by $32.0 million.

As a registered corporation under the Hong Kong Securities and Futures Ordinance, LSPH is subject to the capital requirements of the Hong
Kong Securities and Futures (Financial Resources) Rules ( FRR ). The minimum paid-up share capital requirement is HKD 5,000,000 ($0.6
million at March 31, 2011 and December 31, 2010) and the minimum liquid capital requirement is the higher of HKD 3,000,000 ($0.4 million at
March 31, 2011 and December 31, 2010) and the variable required liquid capital as defined in the FRR. The Company monitors its compliance
with the requirements of the FRR on a daily basis. As of March 31, 2011, LSPH s liquid capital, as defined was $2.8 million, which exceeded its
minimum requirements by $2.4 million. As of December 31, 2010, LSPH s liquid capital, as defined was $2.9 million, which exceeded its
minimum requirements by $2.5 million.

6. INCOME (LOSS) PER SHARE
The computations of basic and diluted income (loss) per share are set forth below (000 s omitted, except per share data):

-11-
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Three Months Ended
March 31,

2011 2010
Numerator for basic and diluted (loss) income per common share net income (loss) $ (8,122) $ 1,384
Denominator for basic (loss) income per common share ~ weighted-average number of common shares
outstanding 40,932 48,540
Dilutive shares:
Restricted stock units 252
Denominator for diluted (loss) income per common share weighted-average number of common
shares outstanding 40,932 48,792
Basic net (loss) income per common share:
Continuing operations $ (0.06) $ (0.09)
Discontinued operations $ (0.14) $ 0.12
Total operations $ (0.20) $ 0.03
Diluted net (loss) income per common share:
Continuing operations $ (0.06) $ (0.09)
Discontinued operations $ (0.14) $ 0.12
Total operations $ (0.20) $ 0.03

Options to purchase an aggregate of 230,000 shares of common stock were outstanding at March 31, 2011 and 2010, respectively, but were not
included in the computation of diluted income (loss) per share because the options exercise prices were greater than the market price of the
Company s common stock. The Company did not repurchase any shares of its outstanding common stock during the first quarter of 2011 and the
company had 40,931,997 shares of common stock outstanding as of March 31, 2011. On January 29, 2010, the Company commenced a tender
offer to purchase up to 15,000,000 shares of its outstanding common stock, at a price of $4.60 per share. On March 1, 2010, the tender offer
expired and the Company repurchased an aggregate of 8,539,667 shares of common stock at a price of $4.60 per share plus transaction costs, for
a total tender price of $39.6 million. In addition to the tender offer, the Company repurchased an aggregate of 32,200 shares of its outstanding
common stock in the first quarter of 2010, for a total price of $0.2 million or an average price of $4.84 per share.

As of March 31, 2011, the Company has 40,931,997 shares issued and outstanding. The Company has approximately $51.1 million in board
authorized repurchases remaining under its repurchase program. Due to the pending Merger with Cowen, the Company does not anticipate any
further repurchases.

7. EMPLOYEE INCENTIVE PLANS
ASC 505 and 718, Share Based Payments requires compensation costs related to share-based payment transactions to be recognized in the
financial statements over the period that an employee provides service in exchange for the award.

The following disclosures are also being provided pursuant to the requirements of ASC 505 and 718:

The Company has sponsored two share-based employee incentive plans the LaBranche & Co Inc. Equity Incentive Plan (the Old Plan ), which
terminated in August 2009, and the LaBranche & Co Inc. 2010 Equity Incentive Plan (the 2010 Plan ). The Old Plan provided, and the 2010
provides, for grants of incentive stock options, nonqualified stock
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options, restricted shares of common stock, restricted stock units ( RSUs ), unrestricted shares and stock appreciation rights.

The rights of any person who received an option grant or grant of restricted stock units that are currently outstanding under the Old Plan were
not affected by reason of the termination of the Old Plan and will continue in accordance with the terms of the award agreement regarding those
options or restricted stock units. As of March 31, 2011, the only options outstanding under the Old Plan were options to purchase 230,000 shares
of the Company s common stock, each at a price of $35.00 per share. No options or RSUs were granted by the Company under the 2010 Plan
during the first quarter of 2011. The fair value of the restricted stock awards granted under the Old Plan was determined by using the closing
price of the Company s common stock on the respective dates on which the awards were granted. Grant date was determined to be the date the
compensation committee of the Board of Directors approved the grant, except in circumstances where the approval by the compensation
committee was contingent upon a future event, such as the negotiation and execution of an employment agreement, in which case the grant date
would be the date the condition is satisfied. Amortization of compensation costs for grants awarded under the Old Plan recognized during the
three months ended March 31, 2011 was approximately $0.3 million compared to approximately $0.3 million for the same period in 2010. The
tax benefit realized in the Condensed Consolidated Statements of Operations for the Plan was approximately $0.1 million for three ended
March 31, 2011, excluding the amount recorded for the change in the forfeiture rate, compared to $0.1 million for the same period in 2010.

Unrecognized compensation cost related to the Company s non-vested stock options and restricted stock unit awards totaled $.0 million, at fair
value, at March 31, 2011 and $0 million at December 31, 2010.

ASC 505 and 718 generally requires share-based awards granted to retirement-eligible employees to be expensed immediately. The Company
did not grant any share-based awards prior to our adoption of ASC 505 and 718 to retirement-eligible employees or those with non-substantive
non-compete agreements. In addition, no grants of any stock options or RSUs were changed or amended after the Company s adoption of ASC
505 and 718 to reflect retirement eligibility or non-compete agreements.

The total number of shares of the Company s common stock that can be issued under the 2010 Plan cannot exceed 2,000,000 shares. As of
March 31, 2011, 1,934,257 shares remained available for grant under the 2010 Plan. Due to the termination of the Old Plan, there are no shares
available for grant under the Old Plan.

Restricted Stock Units
As of March 31, 2011 and March 31, 2010, there were no restricted stock units outstanding under either the Old Plan or the 2010 Plan.
Pursuant to the merger agreement with Cowen, the Company has agreed not to issue any shares under the employee Equity Incentive Plan.

Stock Options

13-
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As of March 31, 2011, all outstanding stock options were fully vested and exercisable. In general, all stock options expire on the tenth

anniversary of grant, although they may be subject to earlier termination or cancellation in certain circumstances under the Old Plan and the

stock option agreement, such as death, disability or other termination of employment prior to the tenth anniversary of grant. The dilutive effect,

if any, of the Company s outstanding stock options is included in Weighted Average Common Shares Outstanding Diluted on the Condensed
Consolidated Statements of Operations.

The following table provides information about options to purchase the Company s common stock:

Weighted
Number of Average Exercise
Shares Price per Share

Options Outstanding as of December 31, 2010 230,000 $ 35.00
Options Granted
Options Exercised
Options Forfeited
Options Outstanding as of March 31, 2011 230,000 $ 35.00

Options Exercisable as of:
March 31, 2011 230,000 $ 35.00
The following table summarizes information about stock options outstanding and exercisable as of March 31, 2011:

Options Outstanding Options Exercisable
Weighted Weighted Weighted
Average Average Average
Remaining Exercise Exercise
Number of  Contractual Price per Number of Price per
Range of Exercise Prices Shares Life Share Shares Share
$31.00 $40.99 230,000 0.90 $ 35.00 230,000 $ 35.00

No options were exercised during the three months ended March 31, 2011 and 2010. The options are due to expire January 17, 2012, and
pursuant to the Agreement and Plan of Merger among Cowen Group, Inc., Louisiana Merger Sub, Inc. and the Company, dated as of

February 16, 2011, all of the outstanding options will be terminated without consideration immediately prior to the consummation of the merger,
if the merger is consummated.

8.  BUSINESS SEGMENTS

Segment information is presented in accordance with ASC 280, Disclosures About Segments of an Enterprise and Related Information. The
Company s business segments are based upon the nature of the financial services provided, their revenue source and the Company s management
organization.

The Company s Market-Making segment operates as a market-maker in ETFs on several exchanges and engages in global derivatives arbitrage
trading. The Market-Making segment currently includes the operations of LSHI and its subsidiaries (namely, LCAP, LSPE and LSPH). Due to
the sale of the DMM operations of LaBranche LLC on January 22, 2010 and the discontinuation of certain of
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LCAP s upstairs and electronic market making operations, the Market Making segment excludes these components of the market-making
operations, and includes only the net earnings from continuing operations.

The Company s Institutional Brokerage segment was discontinued in the first quarter of 2011. The Institutional Brokerage segment previously
provided securities execution and brokerage services to institutional investors and professional traders.

The Company s Other segment currently includes the operations of the Holding Company and LABDR, and is comprised primarily of the interest
on the Holding Company s indebtedness (through February 15, 2010, when the Company redeemed all of its public indebtedness), unallocated
corporate administrative expenses, including professional and legal costs, unallocated revenues (primarily interest income) and elimination
entries.

Revenues and expenses directly associated with each segment are included in determining its operating results. Other expenses, including
corporate overhead, which are not directly attributable to a particular segment, generally are allocated to each segment based on its resource
usage levels or other appropriate measures. Selected financial information for each segment is set forth below (000 s omitted):

Three Months Ended March 31,

2011 2010

(unaudited) (unaudited)
Market-Making Segment:
Total revenues, net interest expense $ 7,142 $ 9,831
Operating expenses 5,784 5,786
Depreciation and amortization 25 42
(Loss) income before taxes $ 1,333 $ 4,003
Segment assets $ 486,907 $ 2,538,489
Other:
Total revenues, net of interest expense $ (138) $ (2,817)
Operating expenses 3,452 699
Early extinguishment of debt 7,192
Depreciation and amortization 583 442
Loss before taxes $ 4,173) $  (11,150)
Segment assets $ 43,682 $ 57,233
Total:
Total revenues, net of interest expense $ 7,004 $ 7,014
Operating expenses 9,236 6,485
Early extinguishment of debt 7,192
Depreciation and amortization 608 484
(Loss) income before taxes $ (2,840) $ (7,147)
Assets $ 530,589 $ 2,595,722
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9. FAIR VALUE MEASUREMENTS

Effective January 1, 2008, the Company adopted ASC 820, which defines fair value, and expands disclosures about fair value measurements.
ASC 820 applies only to fair value measurements already required or permitted by other accounting standards and does not impose requirements
for additional fair value measures.

We use fair value measurements to record fair value adjustments to certain assets and liabilities and to determine fair value disclosures. Our
financial instruments owned and financial instruments sold, but not yet purchased are recorded at fair value on a recurring basis.

We may be required to record at fair value other assets or liabilities on a non-recurring basis, such as our trade name and goodwill. These
non-recurring fair value adjustments involve the application of fair value measurements in assessing whether these and other nonfinancial assets
or nonfinancial liabilities are impaired.

ASC 820 outlines a fair value hierarchy. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical
assets and liabilities (which are considered level 1 measurements) and the lowest priority to unobservable inputs (which are considered level 3
measurements). The three levels of the fair value hierarchy under ASC 820 are as follows:

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 for similar instruments in active markets, quoted prices in markets that are not active or financial
instruments for which all significant inputs are observable, either directly or indirectly;

Level 3  Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservable assumptions would reflect our own estimates of assumptions that market participants would use in pricing
the asset or liability. Such valuation techniques include the use of option pricing models, discounted cash flow models and
similar techniques.
The following table represents the Company s fair value hierarchy for those assets and liabilities measured at fair value on a recurring basis as of
the dates presented (000 s omitted):
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ASSETS:

Financial instruments owned, at fair value:
Corporate equities, not readily marketable
Corporate equities

Basic Materials

Health care

Financials

Retail

Oil & Gas exploration & refining
Industrials

Other

Government and corporate bonds
US Government & municipal
Industrials

Other

Derviative

Foreign Currency

Basic Materials

Oil & Gas exploration & refining
Other

Exchange-traded funds

Total financial instruments owned
US Treasuries

March 31. 2011

(unaudited)

Level 1 Level 2

$ 3274
13,663
8,391
5,601
5,037
2,514
6,534
8,581 740
5,775
670
3,278

2,847
6,782
5,037
769
222,897

87,242

298,376
1,000

91,256

Cash and securities segregated under federal regulations

Total assets, at fair value

LIABILITIES:

Government and corporate bonds
Foreign

Other

Corporate equities

Financials

Basic Materials

Oil & Gas exploration & refining
Consumer

Other

Derivatives

Basic Materials

Foreign Currency

Other

Exchange-traded funds

Total financial instruments sold, not yet purchased, at fair value

Table of Contents

$299,376  $ 91,256

1,768
9,166

5,841
8,219
18,516
15,250
1,211

5,525
13,341
19,933

126,844

113,593

$225,614  $113,595

Netting
and

Level 3 Collateral Total

$ 3274
13,663
8,391
5,601
5,037
2,514
6,534
9,321

5,775

670

3,278

(83,986) 6,103
6,782
5,037
769
222,897
(83,986) 305,646
1,000

$ (83,986) $306,646

$ 1,768

9,166

5,841
8,219
18,516
15,250
1,213

5,525
13,341
19,933

126,844

(113,593)

$ $(113,593) $225,616

22



Table of Contents

Edgar Filing: LABRANCHE & CO INC - Form 10-Q

-17-

23



Edgar Filing: LABRANCHE & CO INC - Form 10-Q

Table of Conten

December 31, 2010

(audited)
Netting
and
Level 1 Level 2 Level 3 Collateral Total
ASSETS:
Financial instruments owned, at fair value:
Corporate equities, not readily marketable $ 2,554 % $ $ 2,554
Corporate equities
Mining 10,817 10,817
Retail 8,520 8,520
Oil & Gas exploration & refining 6,524 6,524
Other 45,085 21 45,106
Government and corporate bonds
US Government & municipal 7,304 7,304
Foreign 8,162 8,162
Other 7,029 7,029
Derivative contracts
Foreign Currency 113,793 (101,872) 11,921
Other 15,740 15,740
Exchange-traded funds 367,701 2 367,703
Leveraged loans 796 796
Total financial instruments owned 477,678 116,370 (101,872) 492,176
US treasuries 1,000 1,000
Cash and securities segregated under federal regulations 1,727 1,727
Total assets, at fair value $480,405 $116370 $ $(101,872) $494,903
LIABILITIES:
Government and corporate bonds
US government & municipal $ 5537 $ $ $ $ 5537
Foreign 6,772 6,772
Oil & Gas exploration & refining 3,696 3,696
Financial services 3,577 3,577
Other 14,386 14,386
Corporate equities
Mining 15,157 15,157
Oil & Gas exploration & refining 9,512 9,512
Other 38,667 2 38,669
Derivative contracts
Foreign Currency 141,638 (141,638)
Other 31,821 31,821
Exchange-traded funds 36,117 36,117
Total financial instruments sold, not yet purchased, at fair value $ 165,242 $ 141,640 $ $(141,638) $165,244

For positions with the same counterparty that cross over levels of the Fair Value hierarchy, both counterparty netting and cash collateral netting
are inlcuded in the column titles Netting and Collateral For contracts with the same counterparty, counterpary netting among positions classified
within the same level is included within that level.
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The fair value of our financial instruments was determined from a variety of sources as follows:

For corporate equities and ETFs, fair value was determined by the closing price of the primary exchanges and was included in Level 1 for those
that are actively traded. Those classified in Level 2 represent those not actively traded with quoted market prices.

For government and corporate bonds, the primary source for pricing fixed income instruments is derived from our clearing broker who
determines prices through various third
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party pricing services. The Company confirms these values using independent observable sources. When pricing cannot be confirmed the
positions will be valued using broker quotes and included in Level 2.

For options, the fair values are based on the NBBO mid-point average.

The Company has elected to offset fair value amounts recognized for cash collateral receivables against fair value amounts recognized for net
derivative positions executed with the same counterparty under the same master netting arrangement. At March 31, 2011 and December 31,
2010, the Company offset cash collateral receivables of $5.4 million and $39.8 million, respectively, against its net derivatives.

Derivatives Trading Activities

The following table (000 s omitted) sets forth by major product type the firm s gains/(losses) related to derivatives trading activities for the three
months ended March 31, 2011 in accordance with ASC 815. These gains/(losses) are not representative of the firm s individual business unit
results because many of the firm s trading strategies utilize financial instruments across various product types. Accordingly, gains or losses in one
product type frequently offset gains or losses in other product types. The gains/(losses) set forth below are included in  Net gain (loss) on trading
in the condensed consolidated statements of operations.

Three Months Ended Three Months Ended
Type of Instrument March 31, 2011 March 31, 2010
Options $ (6,537) $ 48,203
Forwards 4,087 (5,556)
Futures 4,782 (23,769)
Total $ 2,332 $ 18,878

The Company enters into various transactions involving derivatives and off balance sheet financial instruments. These financial instruments
include forwards and foreign exchange contracts, exchange traded and over-the-counter options that derive their value from underlying assets
indices, reference rates on a combination of these factors. Derivative transactions are entered into for trading purposes.

Derivative financial instruments are carried at fair value. Fair value for exchange-traded derivatives is based on quoted market prices. Fair value
of forwards and options contracts are recorded in either financial instruments owned or financial instruments sold, not yet purchased. Open
equity in futures transactions are recorded as receivables from and payables to broker-dealers or clearing brokers as applicable. Our derivatives
trading activities exposes us to certain risks, such as price and interest rate fluctuations, volatility risk, credit risk, foreign currency movements
and changes in the liquidity of markets.

Our traders purchase and sell futures, options, the stocks underlying certain ETFs and options positions, U.S. Government securities and foreign
currencies in an attempt to hedge market and foreign currency risk. Certain members of management, including our chief risk officer, who
oversee our options, futures and ETFs market making activities, are responsible for monitoring these risks. Furthermore, our aggregate risk in
connection with our options,
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futures and ETFs trading is under constant evaluation by certain members of management and our traders, and all significant trading strategies
and positions are closely monitored.

10. CONTINGENCIES

There have been no material new developments in the Company s legal proceedings, including the In re NYSE Specialists Securities Litigation,
the NYSE Regulation proceeding against LSP and former trader and the Cowen Litigation, since the March 16, 2011 filing of its 2010 10-K, as
amended on April 29, 2011, except as follows:

NYSE Regulation proceeding against L.SP and former trader. On March 30, 2011, FINRA and the Respondents reached an agreement in
principal to settle the proceeding. The agreement in principle remains subject to the negotiation and execution of a formal stipulation and
consent to penalty, FINRA hearing officer approval and the expiration of a 20-day notice period to the NYSE-Amex board of directors.

Cowen Litigation. On April 15, 2011, plaintiffs filed an amended complaint, which, among other things, adds allegations that the Registration
Statement on Form S-4 that Cowen and the Company filed with the SEC on March 31, 2011 and that included a preliminary joint proxy
statement/prospectus relating to the transaction, was inadequate and failed to provide our stockholders with information needed to cast an

informed vote on the transaction. The other defendants and the Company have not yet responded to the amended complaint. On May 2, 2011,

the parties reached an agreement in principle, memorialized in a memorandum of understanding dated May 2, 2011, to resolve the consolidated
action on the basis of Cowen s and the Company s inclusion of certain additional disclosures in an amended Form S-4, which was filed on May 3,
2011. The agreement in principle remains subject to the negotiation and execution of a formal stipulation settlement, notice to putative class and
court approval.

The Company believes that the claims asserted against it by the plaintiffs in the pending proceedings described in the 2010 10-K, as amended,
and above are without merit, and the Company denies all allegations of wrongdoing. There can be no assurance, however, as to the outcome or
timing of the resolution of these proceedings. Therefore, the Company is unable to estimate the amount or potential range of any loss that may
arise out of these proceedings, other than with respect to the NYSE Regulation proceeding against LSP and former trader, for which the
Company has made a reserve for an immaterial amount. The range of possible resolutions could include determinations and judgments against
the Company or settlements that could require substantial payments by the Company that could have a material adverse effect on the Company s
financial condition, results of operations and cash flows.

In addition to the proceedings described in the 2010 10-K, as amended, and above, the Company and its operating subsidiaries have been the
target, from time to time, of various claims, lawsuits and regulatory inquiries in the ordinary course of their respective businesses. While the
ultimate outcome of those claims and lawsuits which are currently pending cannot be predicted with certainty, the Company believes, based on
its understanding of the facts of these proceedings, that their ultimate resolution will not, in the aggregate, have a material adverse effect on the
Company s financial condition, results of operations or cash flows.

11. DISCONTINUED OPERATIONS
During the first quarter of 2011, the Company discontinued the Institutional brokerage segment, which consisted of the business and operations
of LFS that merged into, and became
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the LFS division of, LCAP in November 2010. In addition, the Company discontinued the upstairs options market making business on various
exchanges and the electronic options market making business on ISE that were components of the market-making operations of LCAP as of
March 31, 2011.

On January 22, 2010, LaBranche LLC sold its DMM operations on the NYSE. The assets sold included LaBranche LLC s stock listing rights, its
DMM inventory positions at the date of sale and a portion of its fixed assets related to computer equipment and software development. After this
sale, LaBranche LLC retained all cash and other non-DMM assets, including its NYX shares to the Company. As a result of the sale of the

DMM business, at December 31, 2009, LaBranche LLC recognized a non-cash impairment charge related to its intangible assets in the DMM
business of $87.6. As a result of this impairment at December 31, 2009, the Company did not recognize any gain or loss on the disposition of the
DMM operations in 2010. The operating results related to the Company s discontinued operations, is summarized as follows:

For The Three Months
Ended March 31,
2011 2010 (1)

(unaudited) (unaudited)
Revenues, net of interest expense $(2,354) $ 21,323
Total expenses 3,535 18,360
(Loss) income before provision for income taxes (5,889) 2,963
(Benefit) provision for income taxes 13 (2,688)
(Loss) income from discontinued operations $(5,902) $ 5,651

(1) The Company s March 31, 2010 balances have been adjusted to conform to the presentation in the current period.

12. SHORT-TERM DEBT

As of March 31, 2011, the Company had no remaining debt. On February 15, 2010 the Company redeemed of all its remaining outstanding 11%
Senior Notes due 2012, in the aggregate principal amount of $189.3 million, at the redemption price of 102.75% plus accrued and unpaid
interest.

For the three months ended March 31, 2011 and 2010, interest expense related to the Company s outstanding public indebtedness totaled $0 and
$2.6 million, respectively, including debt issuance costs.

13. SUBSEQUENT EVENTS
Subsequent events have been evaluated through May 10% of 2011, the date of issuance of these financial statements, as required by ASC 855.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations.
Unless the context otherwise requires, the Company or we shall mean LaBranche & Co Inc. and its wholly-owned subsidiaries.

This Management s Discussion and Analysis of Financial Condition and Results of Operations should be read in conjunction with our Annual
Report on Form 10-K for the fiscal year ended December 31, 2010 (the 2010 10-K ) and our Condensed Consolidated Financial Statements
and the Notes thereto contained in this report.

Executive Overview

For the first quarter of 2011, we reported an after-tax net loss of $8.1 million, or $0.20 per share, which includes net losses of $5.9 million in
connection with the discontinuation of certain of our business lines and $1.4 million of costs related to our proposed merger with Cowen Group,
Inc. ( Cowen ) that we previously announced on February 17, 2011. This compares to after-tax net income of $1.4 million, or $0.03 per share, for
the first quarter of 2010, which included an after-tax charge of $4.3 million related to the redemption of all of our remaining outstanding public
indebtedness.

On a pro-forma basis, we reported a net loss from continuing operations for the first quarter of 2011 of $2.2 million, or $0.06 per share, which
includes $1.4 million in expenses related to our proposed merger with Cowen, compared to a pro-forma net loss from continuing operations of
$4.3 million, or $0.09 per share, for the first quarter of 2010.

In the first quarter of 2011, we commenced an initiative to cease our domestic upstairs options market-making business, which was the
market-making business that caused the substantial majority of our losses in 2009, 2010 and the first quarter of 2011. We also terminated our
electronic options market-making business on the International Securities Exchange ( ISE ), which has not been a material contributor to our
trading results since it commenced in October 2010. We made these decisions due to significantly reduced margins in these businesses and
following significant reductions in our positions after the departure of our options market-making traders. Our decision to exit the upstairs
options market-making business was undertaken after we experienced substantial losses both from legacy positions of a previous market-making
team that had left in 2009 and new losses from the replacement market-making team that commenced trading in April 2009. While our returns
and margins continued to decline for this business, the expenses associated with the business, including exchange, clearing and brokerage
expenses, did not decline substantially and we came to the decision that it would be difficult achieve sustainable profitability going forward.

In January 2011, we also commenced a plan to terminate our Institutional Brokerage segment, which included the institutional execution group
and professional trader group businesses, due to continued declines in trading volumes and lack of profitability. Although we had taken
significant successful initiatives to cut expenses and reduce headcount in the Institutional Brokerage segment in order to rationalize the costs and
reduced order flow of these businesses, these reductions did not generate significant improvement in results. Our decision to exit from this
business was undertaken despite substantial efforts to improve this business in which the benefits did not materialize in a challenging economic
and changing market structure environment.
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Due to the cessation of these businesses, we are reporting the upstairs options market-making business, the ISE market-making business and the
Institutional Brokerage segment as discontinued operations in addition to the discontinued DMM operations that were sold by LaBranche & Co.
LLC in January 2010.

As a result of the exit from the options market-making businesses and the Institutional Brokerage segment noted above, our balance sheet has
been significantly reduced from $1.3 billion at December 31, 2010 to $530.6 million at March 31, 2011, principally due to the significant
reduction in our trading assets and liabilities.

In the first quarter of 2011, we continued our efforts to substantially cut overhead and other operational costs, such as employee compensation,
communication expenses and inventory financing costs. Although we continued the progress in reducing these fixed and variable costs, the
decline in margins and volumes traded noted above made it increasingly difficult to realize the costs savings in our bottom line results.

We are continuing to focus our efforts on the business lines that provide us with the best opportunity to generate positive income, including
domestic and international ETF market-making and global derivatives arbitrage trading. We still believe that our strategies in these businesses
are better suited to the current market structure and environment and require lower inventories.

As previously announced, we entered into a definitive agreement to be acquired by Cowen. Under the terms of the agreement, Cowen will
acquire us in a stock-for-stock merger transaction. We believe this transaction is in the best interests of our stockholders in that it provides our
stockholders the best available opportunity to realize the value of their holdings and to potentially participate in the earnings of an improved
combined company. The consummation of the merger is subject to, among other things, the approval by our stockholders and receipt of
necessary regulatory approvals.

Regulation G Reconciliation of Non-GAAP Financial Measures

In evaluating the Company s financial performance, management reviews results from continuing operations excluding non-operating items.
Pro-forma earnings per share is a non-GAAP (generally accepted accounting principles) performance measure, but the Company believes that it
is useful to assist investors in gaining an understanding of the trends and operating results for our continuing business. Pro-forma earnings per
share should be viewed in addition to, and not in lieu of, the Company s reported results under U.S. GAAP.

The following is a reconciliation of U.S. GAAP results from continuing operations to our pro-forma results from continuing operations for the
periods presented:

3.
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Three Months Ended March 31,

2011 2010
Amounts as Proforma  Amounts as 1) Pro forma
reported  Adjustments amounts reported Adjustments amounts
Revenues, net of interest expense, from continuing
operations $ 7,004 $ $ 7,004 $ 7,014 $ $ 7,014
Total expenses 9,844 9,844 14,161 (7,192) 6,969
(Loss) income before (benefit) provision for income taxes (2,840) (2,840) (7,147) 7,192 45
(Benefit) provision for income taxes (620) (620) (2,880) 2,877 3)
(Loss) income from continuing operations $(2,2200 $ $ (22200 $ @267 $ 4,315 $ 48
Basic per share $ (0.06) $ (©06) $ (009 $ 0.09 $ 0.00
Diluted per share $ (0.06) $ (0.06) $ (0.09) $ 0.09 $ 0.00

(1) Expense adjustment reflects the expense associated with early extinguishment of the Company s debt in accounting period.
New Accounting Developments

See Note 2 to the condensed consolidated financial statements in Part I, Item 1 of this Quarterly Report on Form 10-Q for information regarding
New Accounting Developments.

Critical Accounting Estimates
Financial Instruments

Financial instruments owned, at fair value and Financial instruments sold, but not yet purchased, at fair value are reported in our condensed
consolidated financial statements, at fair value, on a recurring basis. Pursuant to ASC 820, the fair value of a financial instrument is defined as
the amount that would be received to sell an asset or paid to transfer a liability, or the exit price, in an orderly transaction between market
participants at the measurement date.

We have adopted Statement of Financial Accounting Standards, or ASC 820 Fair Value Measurements , which defines fair value, establishes a
framework for measuring fair value and expands disclosures about fair value measurements. ASC 820 outlines a fair value hierarchy that is used
to determine the value to be reported. The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical assets
and liabilities (which are considered level 1 measurements) and the lowest priority to unobservable inputs (which are considered level 3
measurements). The three levels of the fair value hierarchy under ASC 820 are as follows:

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 for similar instruments in active markets, quoted prices in markets that are not active or financial
instruments for which all significant inputs are observable, either directly or indirectly;

Level 3  Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservable assumptions would reflect our own estimates of assumptions that market participants would use in pricing
the asset or liability. Such valuation techniques include
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the use of option pricing models, discounted cash flow models and similar techniques.
Non-Marketable Securities

The measurement of non-marketable securities is a critical accounting estimate. Investments in non-marketable securities consist of investments
in equity securities of private companies and limited liability company interests of service provider entities and therefore are included in other
assets or financial instruments owned in the condensed consolidated statements of financial condition due to the nature of business in which we
have an investment. Certain investments in non-marketable securities are initially carried at cost, unless there are third-party transactions
evidencing a change in value. For certain other investments in non-marketable securities, we adjust their carrying value by applying the equity
method of accounting pursuant to ASC 325. Under the equity method the investor recognizes its share of the earnings and losses of an investee
in the periods for which they are reported by the investee in its financial statements. These assets included in other assets represent limited
liability companies that are service providers and whose value is affected by nonfinancial components. In addition, if and when available,
management considers other relevant factors relating to non-marketable securities in estimating their value, such as the financial performance of
the entity, its cash flow forecasts, trends within that entity s industry and any specific rights associated with our investment such as conversion
features among others.

Non-marketable investments are tested for potential impairment whenever events or changes in circumstances suggest that such investment s
carrying value may be impaired.

Use of Estimates

The use of accounting principles generally accepted in the United States of America requires management to make certain estimates. In addition
to the estimates we make in connection with fair value measurements and the accounting for goodwill and identifiable intangible assets, the use
of estimates is also important in determining provisions for potential losses that may arise from litigation, regulatory proceedings and tax audits.

We estimate and provide for potential losses that may arise out of litigation, regulatory proceedings and tax audits to the extent that such losses
are probable and can be estimated, in accordance with ASC 450, Accounting for Contingencies and ASC 740, Accounting for Uncertainty in
Income Taxes. Significant judgment is required in making these estimates and our final liabilities may ultimately be materially different. Our
total liability in respect of litigation and regulatory proceedings is determined on a case-by-case basis and represents an estimate of probable
losses after considering, among other factors, the progress of each case or proceeding, our experience and the experience of others in similar
cases or proceedings, and the opinions and views of legal counsel. Given the inherent difficulty of predicting the outcome of our litigation and
regulatory matters, particularly in cases or proceedings in which substantial or indeterminate damages or fines are sought, we cannot estimate
losses or ranges of losses for cases or proceedings where there is only a reasonable possibility that a loss may be incurred. See Legal
Proceedings in Part II, Item 1 of this Quarterly Report on Form 10-Q for information on our judicial, regulatory and arbitration proceedings.

-25-

Table of Contents 32



Edgar Filing: LABRANCHE & CO INC - Form 10-Q

Table of Conten

Results of Operations

Market-Making Segment Operating Results from Continuing Operations

For the Three Months

Ended March 31, Percentage
(000 s omitted) 2011 2010 Change
Revenues:
Net gain on trading $7,638 $ 13,739 (44.4)%
Other 149 1,175 (87.3)
Total segment revenues 7,787 14914 (47.8)
Inventory financing 645 5,083 (87.3)
Revenues, net of interest expense 7,142 9,831 27.4)
Operating expenses 5,809 5,828 (0.3)
Income before taxes $1,333 $ 4,003 (66.7)%

Revenues from our Market-Making segment from continuing operations consist primarily of net gains and losses resulting from our
market-making activities in ETFs, the net gains and losses resulting from trading of foreign currencies, futures and equities underlying the rights
and ETFs for which we act as market-maker.

Net gain (loss) on trading represents trading gains net of trading losses and certain exchange imposed trading activity fees, where applicable, and
are earned by us when we act as principal buying and selling stocks, rights, options, ETFs and futures in connection with our ETF
market-making activities and global derivatives arbitrage business, as well as the aggregate gains/(losses) generated from other investments not
derived specifically from these market-making activities.

Other revenue at our Market-Making segment consists primarily of miscellaneous receipts not derived specifically from market-making
activities.

Interest expense attributable to our Market-Making segment is the result of inventory financing costs relating to positions taken in connection
with our options, futures and ETFs market-making operations.

Three Months Ended March 31, 2011 Compared to March 31, 2010

Net gain on trading declined, mainly due to decreases in net gain on principal transactions and a decline in the transactions in which we traded as
principal. Principal transactions gains were mainly attributable to our ETF market-making, our global derivatives arbitrage trading and foreign
currency trading activity. The upstairs options market-making business and the electronic ISE market-making business each generated trading
losses in the first quarter of 2011 following periods of significant losses in 2009 and 2010. These losses, as well as continued declines in margins
and profitability led us to discontinue certain options market making businesses in the first quarter of 2011.

Other revenues decreased primarily as a result of reduced trading interest income.
Inventory financing decreased primarily as a result of a decrease in our positions and lower rates relating to margin interest.

For a discussion of operating expenses see Our Operating Expenses below.
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Other Segment Operating Results

For the Three Months

Ended March 31, Percentage
(000 s omitted) 2011 2010 Change
Other $ (138) $  A78) 22.5)%
Total segment revenues (138) (178) (22.5)
Fixed interest on debt 2,639 (100.0)
Revenues, net of interest expense (138) (2,817) 95.1)
Early extinguishment of debt 7,192 (100.0)
Operating expenses 4,035 1,141 253.6
Loss before taxes $ (4,173) $(11,150) (62.6)%

The portion of our revenues that is not generated from our market making segment consists primarily of unrealized gains or losses on our
non-marketable investments and interest income from short-term investments of our excess cash.

Revenues, net of interest expense, of our Other segment is calculated after netting revenues by the interest expense related to our public debt and
interest accrued on reserves.

Interest expense mainly relates to the effective yield on our public debt inclusive of our debt issuance costs. As noted, on February 15, 2010, we
redeemed all of the 2012 Notes and which eliminated the fixed interest on public debt of approximately $21 million per year. The fixed interest
on debt of $2.6 million in the three months ended March 31, 2010 represents the interest we paid on our outstanding debt in the first quarter of
2010 until the debt was redeemed in February 2010. There was no interest on our indebtedness in 2011 due to the fact that we had no
outstanding debt during the period.

Operating expenses mainly relate to finance, accounting, tax, legal, treasury and human resource expenditures as well as related insurance and
corporate governance costs and fees. Included in the March 31, 2011 quarter operating expenses were approximately $1.4 million of professional
and consulting expenses related to the merger transaction with Cowen. By comparison, the March 31, 2010 quarter included favorable
reductions to operating expenses of $1.3 million related to non-cash compensation adjustments and interest on tax contingencies.

Three Months Ended March 31, 2011 Compared to March 31, 2010
Other revenues decreased primarily as a result of a decrease in the market value of our non-marketable investments.
Interest expense decreased primarily due to the redemption and repurchase of our outstanding debt.

For a discussion of operating expenses see Our Operating Expenses below.

Our Operating Expenses
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For the Three Months

Ended March 31, Percentage
(000 s omitted) 2011 2010 Change
Expenses:
Employee compensation and related benefits $3,632 $ 3,305 9.9%
Exchange, clearing, brokerage and license fees 1,372 531 158.4
Depreciation and amortization 608 484 25.6
Extinguishment of debt 7,192 (100.0)
Other operating expenses 4,232 2,649 59.8
Total expenses before taxes $9,844 $ 14,161 (30.5)
Benefit for income taxes $ (620) $ (2,880) (78.5)%

Our Market-Making segment s employee compensation and related benefits expense consists of salaries, wages and performance-based
compensation paid to our traders and related support staff based on operating results. Performance-based compensation may include cash
compensation and stock-based compensation granted to managing directors, trading professionals and other employees.

Exchange, clearing and brokerage fees expense at our Market-Making segment consists primarily of fees paid by us to the NYSE, the

NYSE/Amex, other exchanges, the Depository Trust Clearing Corporation ( DTCC ) and to third party execution and clearing companies. The

fees paid by us to these entities are primarily based on the volume of transactions executed by us as principal and as agent, a fee based on
exchange seat use, technology fees, a flat annual fee and execution and clearing fees.

Other operating expenses primarily are comprised of communications costs, occupancy costs, such as office space and equipment leases and
utilities, professional, legal and consulting fees and insurance.

Three Months Ended March 31, 2011 Compared to March 31, 2010
Employee compensation and related benefits decreased as a result of our terminations of employees related to our discontinued operations.

Depreciation and amortization of intangibles increased as a result of the acceleration of amortization of our leasehold improvements due to a
reduction in their useful life.

Extinguishment of debt relates to costs associated with the redemption and cancellation of our remaining outstanding public indebtedness.

Included in the March 31, 2011 quarter other operating expenses were approximately $1.4 million of professional and consulting expenses
related to the merger transaction with Cowen. By comparison, the March 31, 2010 quarter included favorable reductions to other operating
expenses of $0.7 million related to interest on tax contingencies.

Liquidity and Capital Resources

As of March 31, 2011, we had $530 million in assets, of which $139.2 million consisted of cash and short-term investments, primarily in
overnight time deposits, government obligations maturing within 30 days and cash and securities segregated under federal regulations. This

compares with $1,293 million in assets at December 31, 2010, of which $84.4 million consisted of cash and short term investments. To date, we

have financed our
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operations primarily with cash flows from operations and proceeds from our debt and equity offerings. Due to the nature of the securities
business and our role as a market-maker and execution agent, the amount of our cash and short-term investments, as well as operating cash flow,
may vary considerably due to a number of factors, including the dollar value of our positions as principal, whether we are net buyers or sellers of
securities, the dollar volume of executions by our customers and clearing house requirements, among others. Certain regulatory requirements
constrain the use of a portion of our liquid assets for financing, investing or operating activities. Similarly, due to the nature of our business
lines, the capital necessary to maintain current operations and our current funding needs subject our cash and cash equivalents to different
requirements and uses.

At March 31, 2011, our net cash capital position was $79.3 million. Fluctuations in net cash capital are common and are a function of variability
in our total assets, statement of financial condition composition and total capital. We attempt to maintain cash capital sources in excess of our
aggregate longer-term funding requirements (i.e., positive net cash capital). Over the previous 12 months, our net cash capital has averaged
above $58.2 million.

($ millions)
3/31/2011 3/31/2010

Cash Capital Available:

Stockholders equity $200.9 $ 2795
Other holding company liabilities 5.0 36.4
Total cash capital available $205.9 $ 3159

Cash Capital Required:

Regulatory capital (1) $ 24 $ 1.7
Working capital 89.6 148.7
Corporate Equities 2.1 33.3
Iliquid assets/long-term investments 23.1 61.4
Subsidiary intercompany (2) 9.4 36.0
Total Cash Capital Required $126.6 $ 281.1
Net Cash Capital (1) $ 793 $ 3438

(1) Included in Net Cash Capital is short term receivables from leveraged loan transactions due within a 21 day period.
(2) Intercompany transfers are demand notes and are not considered regulatory capital of subsidiaries.

Cash Capital Available is mainly comprised of stockholders equity, long term debt, subordinated debt and other liabilities of our parent holding
company which, in the aggregate, constitute the currency used to purchase our assets and provide our working capital. This amount will
principally be affected as debt matures or is refinanced and as earnings are retained or paid as dividends. Cash Capital Required mainly consists
of the assets used in our businesses. Regulatory capital is defined as capital required by the SEC and applicable exchanges to be maintained by
broker-dealers. It is principally comprised of cash, net equities, other investments and net receivables from other broker-dealers. Working capital
constitutes liquid assets provided to our subsidiaries in excess of the required regulatory capital. [lliquid assets and long term investments are
mainly comprised of exchange memberships, intangible assets, such as goodwill, tradename, deposits, deferred taxes and non-marketable
investments. Net Cash Capital is considered to be the excess of Cash Capital Available over Cash Capital Required, or free cash, which we can
utilize to fund our business needs.

During the first quarter of 2011, our Other segment received distributions from the Market Making segment, which were mainly dividends from
our market-making subsidiaries to
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our holding company. These distributions represent a major portion of the increase in available cash at the holding company from March 31,
2010 to March 31, 2011.

Our management has always viewed its core assets to be its trading equity in brokerage accounts, which consist of net financial instruments,
broker-dealer receivables/payables, and cash available at the holding company and subsidiaries. Effectively, these are the liquid assets used
primarily to provide liquidity in the market making and institutional brokerage businesses, as well as to grow our company.

($ millions)
3/31/2011 3/31/2010
Market making net liquid assets $ 104,754 $201,213
Holding Company net liquid assets 81,437 34,838
Net liquid assets $ 186,191 $ 236,051

The decrease in net liquid assets of $49.9 million from $236.1 million at March 31, 2010 to $186.2 million at March 31, 2011 is mainly due to
the operating losses of $49.0 million and stock repurchases during this period of $9.2 million off set by a tax refund of $9.7 million.

We also monitor alternative funding measures in addition to our available net cash. The alternative funding measures are significant transactions
and actions we could take in the short-term to generate cash to meet debt maturities or other business needs. More precisely, as of March 31,
2011, we have identified the following alternative funding measures to support future business needs, including any stock repurchases that we
may determine to execute of the $51 million remaining under our board-approved repurchase plan:

1. Collect intercompany loan balances;

2. Liquidation of available net invested capital at certain subsidiaries.

Alternative Funding Measures

($ millions)
Net cash capital $ 793
Intercompany advance 9.4
Excess regulatory capital at subsidiaries (1) 40.0
Other investments (2) 1.9
Total cash available from alternative funding measures $ 130.6

(1)  Subject to regulatory approval prior to distribution to the holding company.

(2) After tax proceeds of hedge fund investments.

Our Other liabilities of $5.7 million reflected on the accompanying March 31, 2011 condensed consolidated statement of financial condition are
principally comprised of accounts payable and accrued expenses.

As of March 31, 2011, we have no outstanding indebtedness. On February 15, 2010 (the Redemption Date ), we fully redeemed and cancelled all

of our remaining outstanding public indebtedness pursuant to the optional redemption provisions of the indenture governing our public debt. On
the Redemption Date, all of our remaining note holders were paid
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102.75% of the principal amount of their notes, plus accrued and unpaid interest thereon up to the Redemption Date, for an aggregate of $199.7
million. The redemption of our remaining debt resulted in the reduction of our interest expense by approximately $21 million per year. On
January 22, 2010, we satisfied and discharged the indenture governing our outstanding public debt by irrevocably depositing with U.S. Bank
National Association (the Trustee for the indebtedness) cash in an amount sufficient to pay the full amount of the redemption price for the Senior
Notes on the Redemption Date, together with irrevocable instructions from us directing U.S. Bank to apply such funds to the payment of the
Senior Notes on the Redemption Date.

We did not repurchase any shares of our common stock in the first quarter of 2011. On January 29, 2010, we commenced a cash tender offer to
purchase up to 15 million shares of our outstanding common stock at a price of $4.60 per share. The tender offer expired on March 1, 2010 at
5:00 p.m., New York City time. In accordance with the terms and conditions of the tender offer, we purchased 8,539,667 shares of our common
stock at a price of $4.60 per share, for a total cost of approximately $39.3 million (excluding fees and expenses relating to the tender offer).
Thus, the number of shares we purchased in the tender offer represented approximately 16.6% of our outstanding common stock, since we had
51,487,523 shares outstanding prior to the commencement of the tender offer (following all prior purchases made by us under the prior
repurchase program). After the tender offer was completed, approximately 42.9 million shares of our common stock remained outstanding. As of
March 31, 2011, following purchases of and additional 2,244,997 shares by us between March 2010 (after consummation of the tender offer)
and October 2010, we had approximately $51.1 million in board-authorized repurchases remaining under our repurchase program. Repurchases
may be made in open market transactions, privately negotiated transactions, in a tender offer, Dutch auction or otherwise, in compliance with
applicable state and federal securities laws. The timing and amounts of any purchases will be based on market conditions and other factors,
including price and regulatory requirements. Included in the March 31, 2011 quarter other operating expenses were approximately $1.4 million
of professional and consulting expenses related to the merger transaction with Cowen.

Although we have $51.1 million remaining available for repurchase under our current board repurchase authorization as of March 31, 2011, we
have ceased all repurchase activities pending the outcome of our proposed merger with Cowen.

Regulated Subsidiaries

On November 30, 2010, our LaBranche Structured Products, LLC ( LSP ) and LaBranche Financial Services, LLC ( LFS ) subsidiaries merged into
one combined entity and renamed the surviving company LaBranche Capital, LLC ( LCAP ). As a registered broker-dealer and FINRA member
firm, LCAP is subject to SEC Rule 15¢3-1, as adopted and administered by the SEC and FINRA. LCAP is required to maintain minimum net

capital, as defined, equivalent to the greater of $1 million or 2% of aggregate indebtedness, as defined. As of March 31, 2011 and December 31,

2010, LCAP s net capital, as defined, was $37.2 million and $38.3 million, respectively, which exceeded minimum requirements by $36.2

million and $37.3 million, respectively. LCAP s aggregate indebtedness to net capital ratio on those dates was 0.11 to 1 and 0.18 to 1,

respectively.

As a registered broker dealer in the United Kingdom, LSPE is subject to the capital adequacy and capital resources as managed and monitored in
accordance with the regulatory
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capital requirements of the Financial Services Authority ( FSA ) in the United Kingdom. In calculating regulatory capital, LSPE s capital consists
wholly of Tier 1 capital. Tier 1 capital is the core measure of a company s financial strength from a regulator s point of view. It consists of the
type of financial capital considered the most reliable and liquid, primarily Shareholder s Equity. As of March 31, 2011, Tier 1 capital, as defined,
was $52.7 million which exceeded the total variable capital requirement by $27.1 million. This Tier 1 capital included a loan to LSHI by LSPE

as of February 2011, in the aggregate principal amount of $11.9 million. At December 31, 2010, Tier 1 capital, as defined, was $60.5 million

which exceeded the total variable capital requirement by $32.0 million.

As a registered corporation under the Hong Kong Securities and Futures Ordinance, LSPH is subject to the capital requirements of the Hong
Kong Securities and Futures (Financial Resources) Rules ( FRR ). The minimum paid-up share capital requirement is HKD 5,000,000 ($0.6
million at March 31, 2011 and December 31, 2010) and the minimum liquid capital requirement is the higher of HKD 3,000,000 ($0.4 million at
March 31, 2011 and December 31, 2010) and the variable required liquid capital as defined in the FRR. The Company monitors its compliance
with the requirements of the FRR on a daily basis. As of March 31, 2011, LSPH s liquid capital, as defined was $2.8 million, which exceeded its
minimum requirements by $2.4 million. As of December 31, 2010, LSPH s liquid capital, as defined was $2.9 million, which exceeded its
minimum requirements by $2.5 million.

As a market-maker, we are required to maintain certain levels of capital and liquid assets as promulgated by various regulatory agencies which
regulate our business. As part of our overall risk management procedures (for further discussion, refer to Part I, Item 3. Quantitative and
Qualitative Disclosures about Market Risk ), we attempt to balance our responsibility as a market-maker and broker-dealer with our overall
capital resources. These requirements restrict our ability to make use of cash and other liquid assets for corporate actions, such as repaying our
debt, repurchasing stock or making acquisitions.

Effective as of December 31, 2010, our LaBranche & Co. LLC subsidiary withdrew its registration as a broker-dealer, due to the fact that it no
longer conducted any trading business. LaBranche & Co. LLC sold its Designated Market Maker business on January 22, 2010 which resulted in
its withdrawal as a member firm of the NYSE. Therefore, LaBranche & Co. LLC no longer has any regulatory capital requirements. At all times
prior to its withdrawal as a broker-dealer, LaBranche & Co. LLC met or exceeded its regulatory capital requirements as a broker-dealer and as a
Designated Market Maker.

Effective as of December 13, 2010, LaBranche Structured Products Direct, Inc. ( LSPD ) withdrew its broker-dealer and its FINRA membership.
At all times prior to its withdrawal as a broker-dealer, LSPD met or exceeded its regulatory capital requirements.

Failure by any of our broker-dealer subsidiaries to maintain its regulatory capital requirements, where applicable, may subject it to suspension or
revocation of its SEC or other regulatory broker-dealer registration or its suspension or expulsion by any exchange of which it is a member firm.

As evidenced by the foregoing requirements, our broker-dealer subsidiaries require a substantial amount of capital. We believe we have
adequate resources to provide for all required capital in all jurisdictions and maintain sufficient excess capital for growth and other corporate
activities, as necessary.
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Cash Flows

Our cash and cash equivalents increased $54.8 million to $139.2 million during the three months ended March 31, 2011. The increase was
primarily attributable to cash provided from continuing operations and discontinued operations of $52.7 million, which is net of $8.1 million loss
from continuing and discontinued operations, and a $2.1 million increase related to cash provided from effects of exchange rate changes during
the quarter. The majority of the $54.8 million of cash generated during the quarter was a result of the decreased inventory positions for the
market making and institutional brokerage segments primarily reported on the Financial instruments owned combined with the change from the
Financial instruments sold, but not yet purchased was offset by the net decrease to payable and receivables from broker, dealers and clearing
organizations. This included net cash effects of the discounted operations related to the market making and institutional brokerage segments
during the quarter.

Credit Ratings

During the first quarter of 2011, there were no significant changes in our credit ratings. We have not engaged a firm to evaluate our
creditworthiness since our public debt was redeemed in full in February 2010. We have had no indebtedness outstanding since February 2010.

Off-Balance Sheet Arrangements

We have no off-balance sheet arrangements that have a material current effect or that are reasonably likely to have a material future effect on our
financial position or results of operations.

Contractual Obligations

During the first three months of 2011, there were no significant changes in our reported payments due under contractual obligations and
disclosed contingent contractual obligations at December 31, 2010, as described in our 2010 Form 10-K, as amended by Amendment No. 1 on
Form 10-K/A.

Item 3. Quantitative and Qualitative Disclosures about Market Risk.
Due to regulatory requirements that prescribe communication barriers between our broker-dealer subsidiaries, we employ different compliance
risk management procedures at each such subsidiary. These risk processes are set forth below:

Our ETFs Market-Making Risk Management Process

As a market-maker in ETFs through our LCAP, LSPE and LSPH subsidiaries, we also trade as principal. In our market-making function, we
bring immediacy and liquidity to the markets when we participate. Our market-making activities expose us to certain risks, including, but not
limited to, price fluctuations and volatility.

In connection with our market-making activities, we are engaged in various securities trading and lending activities and assume positions in
stocks, rights, options, ETFs, U.S. Government securities, corporate securities, futures and foreign currencies for which we are exposed to credit
risk associated with the nonperformance of counterparties in fulfilling their
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contractual obligations pursuant to these securities transactions. We are also exposed to market risk associated with the sale of securities not yet
purchased, which can be directly impacted by volatile trading in the markets on which we conduct our trading activities. Additionally, in the
event of nonperformance and unfavorable market price movements, we may be required to purchase or sell financial instruments at a loss.

We enter into various transactions involving derivatives and off balance sheet financial instruments. These financial instruments include
forwards and foreign exchange contracts, exchange traded and over-the-counter options, and swaps. Derivative transactions are entered into for
trading purposes. Our derivatives trading activities exposes us to certain risks, such as price and interest rate fluctuations, volatility risk, credit
risk, foreign currency movements and changes in the liquidity of markets

Our traders purchase and sell futures, options, the stocks underlying certain ETF and other derivative securities positions, U.S. Government
securities and foreign currencies in an attempt to hedge market and foreign currency risk. Certain members of management, including our chief
risk officer, who oversee our ETFs market-making activities and our global derivatives arbitrage business, are responsible for monitoring these
risks. These managers utilize proprietary and third-party software applications, as well as information received directly from the traders, to
monitor market-making positions on a real-time basis. By monitoring actual and theoretical profit and loss, volatility and other standard risk
measures, these individuals seek to insure that our traders operate within the parameters set by management. Furthermore, our aggregate risk in
connection with our ETFs and other principal derivatives securities trading is under constant evaluation by certain members of management and
our traders, and all significant trading strategies and positions are closely monitored. When an unusual or large position is observed by the chief
risk officer, he communicates the issue to senior management, who communicate with the trader to understand the strategy and risk management
behind the trade and, if necessary, determine avenues to mitigate our risk exposure. Our ETFs and other securities trading are executed on
national and foreign exchanges. These trades clear through the Depository Trust Clearing Corporation, the Options Clearing Corporation, the
National Securities Clearing Corporation or the applicable foreign exchange clearing organization, all of which reduce potential credit risk.

The following chart illustrates how specified movements in the underlying securities prices of the ETFs and other derivative securities in our
market-making portfolios would have impacted profits and losses:

Profit or (Loss) if the underlying securities move:

(000 s omitted) -15.0% -5.0% 0% +5.0% +15.0%
Portfolio as of:

December 31, 2010 $(8,558) $(1,828) $ $2,571 $10,838
March 31, 2011 $(7,988) $ (929 $ $ 276) $ (2,345)

The modeling of the risk characteristics of our trading positions involves a number of assumptions and approximations. While management
believes that these assumptions and approximations are reasonable, there is no standard methodology for estimating this risk, and different
methodologies would produce materially different estimates. The zero percent change column represents the profit or loss our options, futures
and ETFs market-making operations would experience on a daily basis if the relevant market remained unchanged.
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Foreign Currency Risk & Interest Rate Risk

In connection with the trading of U.S.-registered shares of foreign issuers in connection with our market-making and other derivatives trading
operations, we are exposed to varying degrees of foreign currency risk. The pricing of these securities is based on the value of the ordinary
securities as denominated in their local currencies. Thus, a change in a foreign currency exchange rate relative to the U.S. dollar will result in a
change in the value of U.S.-registered shares in which we are a market-maker.

Our ETF market-makers trade international ETFs that are denominated and settled in U.S. dollars, but the pricing of these ETFs is also affected
by changes in the relevant foreign currency rates. We, therefore, hold various foreign currencies in order to lessen the risks posed by changing
foreign currency exchange rates. In addition, LCAP has traded derivatives denominated in foreign currencies, many of which we continue to
hold, which creates exposure to foreign currency risk.

The following chart illustrates how the specified movements in foreign currencies relative to the U.S. dollar to which our market-making
activities are exposed would have impacted our profits and losses:

Profit or (Loss) if the foreign currencies
relative to the U.S. dollar move:

(000 s omitted) -15.0% -5.0% +5.0% +15.0%
Portfolio as of:

December 31, 2010 $ 20,466 $ 6,822 $(6,822) $(20,466)
March 31, 2011 $ (5,429 $(1,8100 $ 1,810 $ 5429

The information in the above table is based on certain assumptions and it does not fully represent the profit and loss exposure to changes in
foreign currency exchange rates, security prices, volatility, interest rates and other related factors.

As market makers, we generally maintain large market maker positions. Historically, we have been operating in a low and moderate interest rate
market. As such, we may be sensitive to interest rate increases or decreases and/or widening credit spreads may create a less favorable operating
environment for this line of business.

Concentration Risk

We are subject to concentration risk holding large positions or committing to hold large positions in certain types of securities. As of March 31,
2011, the Company did not hold any large positions.

Operational and Technology Risk

Operational risk relates to the risk of loss from external events, and from failures in internal processes or information systems. In each of our
business segments, we rely heavily on our information systems in managing our risk. Accordingly, working in conjunction with the exchanges
on which we conduct business, we have made significant investments in our trade processing and execution systems.

We internally develop and use significant proprietary trading technologies in our market-making segment in order to enhance our principal
trading capabilities and manage risk
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in the increasingly evolving electronic marketplace. Our trading technologies are developed and maintained by our information technology
personnel and their development process is subject to policies and procedures designed to mitigate the risk of technology design flaws and
programming errors. These policies and procedures include, but are not limited to, policies concerning the techniques and manner by which new
or enhanced trading technologies are implemented, segregation of duties among the developers, the quality assurance personnel and the
individual who enters new trading technologies into production and, when possible, independent review of these technologies and procedures.
Although these, and other, policies and procedures are designed to mitigate the risk of design, coding or other flaws or errors in our current and
future trading technologies, we cannot assure you that these policies and procedures will successfully be followed or will timely and effectively
detect such flaws or errors.

We have developed and implemented a business continuity plan, which includes a comprehensive disaster recovery plan. We have a back-up
disaster recovery center in Chicago as well as redundant trading facilities in London, England and Hong Kong.

Legal and Regulatory Risk

Substantial legal liability or a significant regulatory action against us could have a material adverse effect on our financial condition or cause
significant harm to our reputation, which in turn could negatively affect our business prospects.

Our registered broker-dealer subsidiaries are subject to certain regulatory requirements intended to insure their general financial soundness and
liquidity. These broker-dealers are subject to SEC Rules 15¢3-1, 15¢3-3 and other requirements adopted and administered by the SEC and the
NYSE.

The USA PATRIOT Act of 2001 requires U.S. financial institutions, including banks, broker-dealers, futures commission merchants and
investment companies, to implement policies, procedures and controls which are reasonably designed to detect and report instances of money
laundering and the financing of terrorism. We actively monitor and update our anti-money laundering practices.

Item 4. Controls and Procedures

As of the end of the period covered by this report, an evaluation of the effectiveness of our disclosure controls and procedures was performed
under the supervision and with the participation of our management, including our Chief Executive Officer and Chief Financial Officer. Based
on that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that these disclosure controls and procedures were
effective as of the end of the period covered by this report. In addition, no change in our internal control over financial reporting (as defined in
Rule 13a-15(f) under the Securities Exchange Act of 1934) occurred during the quarter ended March 31, 2011 that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.
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PART II OTHER INFORMATION

Item 1. Legal Proceedings

There have been no material new developments in our legal proceedings, including the In re NYSE Specialists Securities Litigation, the NYSE
Regulation proceeding against LSP and former trader and the Cowen Litigation, since the March 16, 2011 filing of our 2010 10-K, as amended
on April 29, 2011, except as follows:

NYSE Regulation proceeding against L.SP and former trader. On March 30, 2011, FINRA and the Respondents reached an agreement in
principal to settle the proceeding. The agreement in principle remains subject to the negotiation and execution of a formal stipulation and
consent to penalty, FINRA hearing officer approval and the expiration of a 20-day notice period to the NYSE-Amex board of directors.

Cowen Litigation. On April 15, 2011, plaintiffs filed an amended complaint, which, among other things, adds allegations that the Registration
Statement on Form S-4 that Cowen and the Company filed with the SEC on March 31, 2011 and that included a preliminary joint proxy
statement/prospectus relating to the transaction, was inadequate and failed to provide our stockholders with information needed to cast an

informed vote on the transaction. The other defendants and the Company have not yet responded to the amended complaint. On May 2, 2011,

the parties reached an agreement in principle, memorialized in a memorandum of understanding dated May 2, 2011, to resolve the consolidated
action on the basis of Cowen s and the Company s inclusion of certain additional disclosures in an amended Form S-4, which was filed on May 3,
2011. The agreement in principle remains subject to the negotiation and execution of a formal stipulation settlement, notice to putative class and
court approval.

We believe that the claims asserted against us in these proceedings are without merit, and we deny all allegations of wrongdoing. There can be
no assurance, however, as to the outcome or timing of the resolution of this proceeding. We therefore are unable to estimate the amount or
potential range of any loss that may arise out of this proceeding, other than with respect to the NYSE Regulation proceeding against LSP and
former trader, for which we have made a reserve for an immaterial amount. The range of possible resolutions could include a determination and
judgment against us or a settlement that could require a substantial payment by us that could have a material adverse effect on our financial
condition, results of operations and cash flows.

In addition to the proceedings described above, we and our operating subsidiaries have been the target, from time to time, of various claims,
lawsuits and regulatory actions incidental to the ordinary course of our and their respective businesses. While the ultimate outcome of those
claims, lawsuits and regulatory actions that currently are pending cannot be predicted with certainty, we believe, based on our understanding of
the facts of these claims, proceedings and regulatory actions, that their ultimate resolution will not, in the aggregate, have a material adverse
effect on our financial condition, results of operations or cash flows.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
We neither issued nor repurchased any of our securities in the first quarter of 2011.

Item 5. Other Information.
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We have included in this Form 10-Q filing, and from time to time our management may make, statements which may constitute forward-looking
statements within the meaning of the safe harbor provisions of The Private Securities Litigation Reform Act of 1995. Our quarterly and annual
operating results are affected by a wide variety of factors that could materially and adversely affect actual results, including a decrease in trading
volume on the exchanges on which we operate, changes in volatility in the equity and others securities markets and changes in the value of our
securities positions. As a result of these and other factors, we may experience material fluctuations in future operating results on a quarterly or
annual basis, which could materially and adversely affect our business, financial condition, operating results and stock price. An investment in

us involves various risks, including those mentioned above and those that are detailed from time to time in our SEC filings.

Certain statements contained in this report, including without limitation, statements containing the words believe, intend, expect, anticipate and
words of similar import, also may constitute forward-looking statements within the meaning of the Private Securities Litigation Reform Act of

1995. Readers are cautioned that any such forward-looking statements are not guarantees of future performance, and since such statements

involve risks and uncertainties, our actual results and performance and the performance of the specialist and market-making industry as a whole,

may turn out to be materially different from the results expressed or implied by such forward-looking statements. Given these uncertainties,

readers are cautioned not to place undue reliance on such forward-looking statements. We also disclaim any obligation to update our view of any

such risks or uncertainties or to publicly announce the result of any revisions to the forward-looking statements made in this report.

Item 6. Exhibits.

31.1  Certification of George M.L. LaBranche, IV, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
31.2  Certification of Jeffrey A. McCutcheon, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1  Certification of George M.L. LaBranche, IV, Chairman, Chief Executive Officer and President, pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, regarding the information contained in LaBranche & Co Inc. s
Quarterly Report on Form 10-Q for the period ended March 31, 2011.

32.2  Certification of Jeffrey A. McCutcheon, Senior Vice President and Chief Financial Officer, pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, regarding the information contained in LaBranche & Co Inc. s
Quarterly Report on Form 10-Q for the period ended March 31, 2011.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the

undersigned thereunto duly authorized.

May 10, 2011

Table of Contents

LaBranche & Co Inc.

By: /s/ Jeftrey A. McCutcheon
Name: Jeffrey A. McCutcheon
Title:  Senior Vice President and Chief

Financial Officer
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EXHIBIT INDEX

Exhibit No. Description of Exhibit

31.1
31.2
32.1

322

Certification of George M.L. LaBranche, IV, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.
Certification of Jeffrey A. McCutcheon, pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Certification of George M.L. LaBranche, IV, Chairman, Chief Executive Officer and President, pursuant to Section 906 of the

Sarbanes-Oxley Act of 2002, regarding the information contained in LaBranche & Co Inc. s Quarterly Report on Form 10-Q for the
period ended March 31, 2011.

Certification of Jeffrey A. McCutcheon, Senior Vice President and Chief Financial Officer, pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, regarding the information contained in LaBranche & Co Inc. s Quarterly Report on Form 10-Q for the
period ended March 31, 2011.

-40-

Table of Contents 48



