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SCHULTZ CHEZ L.L.P

Certified Public Accountants

141 West Jackson Boulevard Suite 2900

Chicago Illinois 60604

Main 312 332-1912

Fax 312 332-3635

INDEPENDENT AUDITORS REPORT

To the Member of

Allston Trading LLC

Chicago Illinois

We have audited the accompanying statement of financial condition of Aflston Trading LLC as of December31

2011 that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 This financial

statement is the responsibility of the Companys management Our responsibility is to express an opinion on this

financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of Amenca

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statement is free of material misstatement An audit includes consideration of internal control over

financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial

reporting Accordingly we express no such opinion An audit also includes examining on test basis evidence

supporting the amounts and disclosures in the financial statement assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement presentation We
believe that our audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial

position of Aliston Trading LLC as of December 31 2011 in conformity with accounting principles generally

accepted in the United States of America

Chicago Illinois

February 13 2012



ALLSTON TRADING LLC

an Illinois Limited Liability Company

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and cash equivalents 6197456

Receivables from broker/dealers 41235913

Securities owned at market value

U.S treasury bill 249370

Equities 47794054

Options 7975992

Receivables from exchanges and electronic communication networks 2110755

Exchange memberships at cost market value $1640680 730633

Receivable from affiliates 123567

Other assets 1603201

TOTAL ASSETS 108020941

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Bank loan payable 1103461

Payable to broker/dealer 11013823

Securities sold not yet purchased at market value

Equities 34788069

Options 10668701

Accounts payable and accrued expenses 1420099

Total liabilities exclusive of liabilities subordinated to claims of general creditors 58994153

Liabilities subordinated to claims of general creditors

Total Liabilities 58994153

MEMBERS EQUITY 49026788

TOTAL LIABILITIES AND MEMBERS EQUITY 108020941

See accompanying notes



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

NA TURE OF BUSINESS

ALLSTON TRADING LLC the Company is proprietary trading firm which develops arid utilizes fully-

automated algorithmic trading applications involving equities equity derivatives cash treasuries and spot

currencies The company is registered broker/dealer with the Securities and Exchange Commission SEC
The Company maintains various memberships on U.S and international exchanges The Company is

wholly-owned subsidiary of Allston Holdings LLC

SUMMARY OF SIGNIFICANTA CCOUNTING POLICIES

Accounting Policies

The Company follows the single source of authoritative U.S generally accepted accounting principles

GAAP set by the Financial Accounting Standards Board to be applied by nongovernmental entities

Accounting Standards Codflcation ASC in the preparation of their financial statements

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and changes therein and disclosure of contingent assets and liabilities

Actual results could differ from those estimates

Firm Trading/Futures and Securities Transactions

Futures and securities transactions are recorded on the trade date Unrealized gains and losses on open

futures contracts and securities positions are reflected in Firm Trading Revenue in the Statement of Income

Also included in Firm Trading Revenue are volume-based incentive fees earned from exchanges and

electronic-communications networks

Fair Value of Financial Instruments

Financial instruments recorded at fair value on the Companys statement of financial condition include

securities owned and securities sold not yet purchased Other financial instruments are recorded by the

Company at contract amounts and include receivables from and payables to clearing broker Financial

instruments carried at contract amounts which approximate fair value either have short-term maturities are

repriced frequently or bear market interest rates and accordingly are carried at amounts approximating fair

value

Comprehensive Income

The Company has not presented Statement of Comprehensive Income because it does not have any items

of other comprehensive income



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

SUMMARY OF SIGNIFICANTA CCOUNTING POLICIES CONTINUED

Cash and cash equivalents

The Company considers all cash investments with an original maturity of three months or less to be cash

equivalents The Company typically invests excess cash in money market account at fmancial institution

which management believes has strong credit rating

INCOME TAXES

As single-member limited liability company the Company is not subject to federal income taxes Instead

all income tax items flow directly to its Member

ASC 740-10-50 Accounting for Uncertainty in Income Taxes provides guidance regarding how uncertain

tax positions should be recognized measured presented and disclosed in the financial statements and

requires the evaluation of tax positions taken or expected to be taken in the course of preparing the

Companys tax return to determine whether its tax positions are more-likely-than-not of being sustained

by the applicable tax authority The Company has not identified any uncertain tax positions as of December

2011

BANK LOAN PA YABLE

During the year the Company entered into loan agreement with bank which facilitates carrying futures

positions and trading activities in an account held by specified FCM The borrowing is due on demand and

bears interest at daily broker rate determined by the lender The company is required to maintain collateral

equal to ten percent of aggregate initial margin requirements of all futures positions plus 3.5% of the

underlying market value of net open positions The amount of borrowings is limited to $25000000 At

December 31 2011 the outstanding loan under this agreement was $1103461

The Company is also party to loan agreement with another bank which also facilitates carrying futures

positions and trading activities in an account held by specified FCM The borrowing is due on demand and

bears interest at daily broker rate determined by the lender The company is required to maintain collateral

equal to the
aggregate initial margin requirements of all futures positions plus $4150000 The amount of

borrowings is limited to $25000000 At December 31 2011 the outstanding loan under this agreement

was -0-

In addition the Company has line of credit under revolving debt subordination agreement with

lending institution in the amount of $18000000 at variable interest rate equal to 5% over the London

Interbank Offered Rate LIBOR such effective rate at December 31 2011 would have been 5.27% This

agreement permits the Company to draw on the line up to April 132012 with any borrowings maturing no

later than April 13 2013 During the year interest expense incurred related to subordinated borrowings debt

totaled $84975 The line of credit was unused at December 31 2011



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

DERIVATIVE INSTR UMENTS

In the nomial course of conducting business as trader the Company engages in transactions involving

derivative instruments options and futures for trading purposes The Company does not enter into

derivatives for hedging purposes ASC 815-10 requires the disclosure of certain quantitative data related to

derivative contracts The fair value of equity and equity index options are reflected on the statement of

financial condition The following table indicates the fair values of futures and options on futures contracts

as separate assets and liabilities as of December 31 2011

ASSETS

Futures-related Contracts

Indices 2834433

Metals 235620

Agricultural 613300

Total fair value of open futures and options on futures contracts 3683353

LIABILITIES

Futures-related Contracts

Currencies 4236742
Indices 1635683
Metals 175020

Agricultural 575032
Interest rates 254860

Total fair value of open futures and options on futures contracts 6877337

Net fair value of open futures and options on futures contracts 3193984

This amount is component of Receivables from broker/dealers on the Statement of Financial

Condition



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

DERIVATIVE INSTR UMENTS CONTINUED

Derivative contracts are financial instruments whose value is based upon an underlying asset index or

reference rate or combination of these factors The Company enters into derivative transactions including

futures and exchange-traded options Options held provide the Company with the opportunity to deliver or

take delivery of specified financial instruments at contracted price Options written sold obligate the

Company to deliver or take delivery of specified financial instruments at contracted price in the event the

holder exercises the option These derivative financial instruments may have market risk and/or credit risk in

excess of the amounts recorded in the statement of financial condition The Company also trades futures

contracts Futures contracts are conimitments to either purchase or sell financial instrument or commodity

at future date for specified price

Market Risk

Market risk is the potential change in an instruments value caused by fluctuations in interest rates equity

prices credit spreads volatilities correlations liquidity or other risks Exposure to market risk is influenced

by number of factors including the relationships between financial instruments and the volatility and

liquidity in the markets in which the financial instruments are traded In many cases the use of derivative

financial instruments serves to modify or offset market risk associated with other transactions and

accordingly serves to decrease the Companys overall exposure to market risk The Company utilizes

various analytical monitoring techniques to control its exposure to market risk

Credit Risk

Credit risk arises from the possible inability of counterparties to meet the terms of their contracts For

exchange-traded financial instruments clearing corporations act as the counterparties of specific

transactions and therefore bear the risk of delivery to and from counterparties of specific positions

Concentration of Credit Risk

The Company utilizes several clearing brokers to clear its trades In the event these clearing brokers do not

fulfill their obligations the Company may be exposed to risk The Company attempts to minimize this risk

by monitoring the creditworthiness of its clearing brokers

Guarantees

In the normal course of trading activities the Company trades and holds certain fair-valued derivative

contracts which may constitute guarantees under ASC 460-10 Guarantors Accounting and Disclosure

Requirements for Guarantees Including Indirect Guarantees of Indebtedness of Others Such contracts may
include written option contracts that are not settled in cash These written option contracts obligate the

Company to deliver or take delivery of specified financial instruments at contracted price in the event the

holder exercises the option The maximumpayouts for these contracts are limited to the notional amounts of

each contract Maximum payouts do not represent the expected future cash requirements as the Companys
written options positions are typically liquidated or expire and are not exercised by the holder of the option

In addition maximumpayout amounts in the case of the exercise of written call options maybe offset by

the subsequent sale of the underlying financial instrument if owned by the Company



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

DERJVA TIVE INSTR UMENTS CONTINUED

The fair values of all written option contracts as of December 31 2011 are included in securities and

derivative contracts sold not yet purchased on the statement of financial condition

FAIR VALUE MEASUREMENTS

The Company adheres to the provisions of ASC 820-10 Fair Value Measurements which defines fair

value as the price that would be received to sell an asset or paid to transfer liability i.e exit price in an

orderly transaction between market participants at the measurement date

ASC 820-10 establishes fair value hierarchy for inputs used in measuring fair value that maximizes the use

of observable inputs and minimizes the use of unobservable inputs by requiring that the most observable

inputs be used when available Observable inputs are those that market participants would use in pricing the

asset or liability based on market data obtained from sources independent of the Company Unobservable

inputs reflect the Funds assumptions about the inputs market participants would use in pricing the asset or

liability developed based on the best information available in the circumstances In determining fair value

the Company uses valuation approaches based on this hierarchy categorizing them into three levels based

on the inputs as follow

Level Valuations based on unadjusted quoted price in active markets for identical assets and liabilities

that the Fund has the ability to access Valuation adjustments and block discounts are not applied to Level

investments Since valuations are based on quoted prices that are readily and regularly available in an active

market valuation of these securities does not entail significant degree of judgment

Level Valuations based on quoted prices in markets that are not active or for which all significant inputs

are observable either directly or indirectly

Level Valuations based on inputs that are unobservable and significant to the overall fair value

measurement

The Companys financial instruments recorded at fair value have been categorized based upon fair value

hierarchy in accordance with ASC 820-10



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

FAIR VALUE MEASUREMENTS CONTINUED

The following table presents information about the Companys financial instruments as of December 31

2011

No valuation techniques have been applied to any nonfinancial assets or liabilities included in the statement

of financial condition Due to the nature of these items all have been recorded at their historic value

NET CAPITAL REQUIREMENTS

The Company as registered broker-dealer with the Securities and Exchange Commission is subject to the

net capital requirements of Rule 15c3-1 of the Securities and Exchange Act of 1934 The Company

computes its net capital requirement under the alternative net capital method and is required to maintain net

capital equal to the greater of 2% of its aggregate deficit balances arising from customers transactions as

defined or $250000 At December31 2011 the Company had net capital of approximately $39850000

which was approximately $39600000 in excess of its required net capital

Quoted Prices Significant

in Active Other Significant Balance

Markets for Observable Unobservable as of

Identical Assets Inputs Inputs December 31

Level Level Level 2011

ASSETS

U.S treasury bill

Equities

Equity and index options

LIABILITIES

Equities

Equity and index options

249370 249370

47794054 47794054

7975992 7975992

56019416 56019416

34788069 34788069

10668701 10668701

45456770 45456770



ALLSTON TRADING LLC

an Illinois Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

COMMITMENTS

The Company entered into noncancelable agreement with the owner of data communication line which

grants the use of their network over period terminating June 30 2013

The Company leases office space under an operating lease that expires on April 30 2020 The lease

contains escalation clauses providing for increased rentals based upon maintenance and tax increases

At December 31 2011 the
aggregate minimum annual rental commitments under the lease exclusive of

adjustments for operating expenses and taxes are as follows

Amount

Year ending December 31
2012 4428104
2013 2644718

2014 861843

2015 607306
2016 625453

Thereafter 2225765

11.393.189

SUB SEQUENTE VENTS

The Company has evaluated subsequent events through February 13 2012 which is the date the financial

statement was available to be issued

During the period from January 12012 through February 13 2012 its member made capital withdrawals

totaling $3798317


