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OATH OR AFFIRMATION

Edward Grieb swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

OCTEG LLC as

of December 31 20 11 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

OFFICIAL SEAL

APOLLONJA PONTICIELLO
NOTARY PUBLIC STATE OF ILLINOIS

MY COMMISSION EXPJRES08/13/12

Notary Public

Chief Financial Officer

Title

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Signature

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Report of Independent Auditors

To the Member of Octeg LLC

In our opinion the accompanying statement of financial condition presents fairly in all material

respects the financial position of Octeg LLC the Company at December 31 2011 in conformity

with accounting principles generally accepted in the United States of America 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 of this statement in accordance with

auditing standards generally accepted in the United States of America Those standards require that

we plan and perform the audit to obtain reasonable assurance about whether the statement of financial

condition is free of material misstatement An audit 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 and evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

As more fully discussed in Note the Company has significant transactions with its Parent and

affiliates Because of these relationships it is possible that the terms of these transactions are not the

same as those that would result from transactions among unrelated parties

February 28 2012

PricewaterhouseCoopers LLP One North Wacker Chicago IL 6o6o6

312 298 2000 312 298 2001 www.pwc.com/us
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Assets

Cash and cash equivalents 106282411
Receivables from exchanges 5922496

Receivables from clearing brokers and clearing organizations 38806496

Exchange deposits 17604640
Securities and options owned at fair value 207895611
Securities borrowed 21582900

Receivables from affiliates 2141325
Other assets 516037

Total assets 400751916

Liabilities and Members Equity

Liabilities

Payables to clearing brokers and clearing organizations 51261031
Securities and options sold not yet purchased at fair value 139335530

Payables to affiliates and Parent 9569660

Accounts payable and accrued expenses 9851002

Total 210017223

Members equity 190734693

Total liabilities and members equity 400751916
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Nature of Operations and Significant Accounting Policies

Nature of Operations

Octeg LLC the Company is registered with NYSE Arca Inc NYSE and the Securities and

Exchange Commission the SEC as securities broker-dealer The Company is engaged in

buying selling and dealing as princial primarily in securities and options for its own account

The Company is self-clearing member of NYSE Boston Options Exchange International

Securities Exchange NASDAQ OMX NASDAQ OMX PHLX BATS Global Markets and the

Electronic Liquid Exchange and as result clears the majority of its equities trading internally

The Companys designated self-regulatory organization is NYSE which has contracted with and

designated certain regulatory responsibilities to the Financial Industry Regulatory Authority Inc

The Company is an Illinois limited liability company The sole member of the Company is

GETCO LLC the Parent which is wholly owned subsidiary of Getco Holding Company
LLC GHC
New Accounting Pronouncements

In May 2011 the Financial Accounting Standards Board FASB issued updated accounting

guidance to achieve common fair value measurements and disclosures requirements between

accounting principles generally accepted in the United States US GAAP and International

Financial Reporting Standards This guidance clarifies the application of existing fair value

measurement and disclosure requirements changes certain principles related to measuring fair

value and requires additional disclosures about fair value measurements The guidance is

effective for periods beginning after December 15 2011 The Company is currently evaluating

the impact of adoption

In January 2010 the Financial Accounting Standards Board issued updated accounting guidance

for fair value measurements and disclosures This guidance provides amended disclosure

requirements related to fair value measurements Certain disclosure requirements were effective

for the Company beginning January 2010 while other disclosure requirements are effective for

fiscal years beginning after December 15 2010 Since these amended principles require only

additional disclosures concerning fair value measurements adoption did not and will not affect

the Companys financial condition

Use of Estimates

The preparation of the statement of financial condition in conformity with US GAAP requires

management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the statement of

financial condition Actual results may differ from those estimates

Cash Equivalents

The Company defines cash equivalents as all highly liquid investments purchased with an

original maturity of three months or less

Securities Transactions

Securities and derivative transactions and the associated revenues and expenses are recorded

on trade date

Securities Borrowed and Loaned

Securities borrowed and securities loaned transactions are reported as collateralized financings

Securities borrowed transactions require the Company to deposit cash or other collateral with

the lender In securities loaned transactions the Company receives collateral in the form of
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cash or other collateral As of December 31 2011 the market value of collateral delivered in

securities borrowed transactions was $20695164 There were no securities loaned

transactions at December 31 2011 The collateral is valued daily and the Company may require

counterparties to deposit additional collateral or return collateral pledged as appropriate

Income Taxes

The Company is treated as disregarded entity for income tax purposes As result the

Company is not subject to federal income taxes but rather such taxes are the responsibility of its

member

Under the accounting guidance related to income taxes the recognition of benefit from tax

position requires that management determine whether such tax position is more likely than not

to be sustained upon examination including resolution of any related appeals or litigation

processes based on the technical merits of the position If this threshold is met the tax benefit is

then measured and recognized at the largest amount that is greater than 50% likely of being

realized upon settlement

Fair Value of Financial Instruments

The accounting guidance for fair value measurements and disclosures establishes fair value

hierarchy that prioritizes the inputs to valuation techniques used to measure fair value The

hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical

assets or liabilities level measurements and the lowest priority to unobservable inputs level

measurements The three levels of the fair value hierarchy are as follows

LeeI Inputs that reflect unadjusted quoted prices in acth markets for identical

assets or liabilities that the Company has the ability to access at the

measurement date

Level Inputs other than quoted prices that are obsen.eble for the asset or liability

either directly or indirectly including inputs in markets that are not

considered to be actie

Level Inputs that are unobserble

Inputs are used in applying the various valuation techniques and broadly refer to the

assumptions that market participants use to make valuation decisions including assumptions

about risk Inputs may include price information volatility statistics specific and broad credit

data liquidity statistics and other factors financial instruments level within the fair value

hierarchy is based on the lowest level of any input that is significant to the fair value

measurement However the determination of what constitutes observable requires significant

judgment by the Company The Company considers observable data to be that market data

which is readily available regularly distributed or updated reliable and verifiable not proprietary

and provided by independent sources that are actively involved in the relevant market The

categorization of financial instrument within the hierarchy is based upon the pricing

transparency of the instrument and does not necessarily correspond to the Companys

perceived risk of that instrument

The Company records its securities and options at fair value These categories can further be

divided between those held long or sold short

Securities and options whose values are based on quoted market prices in active markets and

are therefore classified within level include active listed equities certain U.S government and

sovereign obligations The Company does not adjust the quoted price for such instruments
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even in situations where the Company holds large position and sale could reasonably impact

the quoted price

Money market instruments included in cash and cash equivalents on the statement of financial

condition are classified within level Fair value for money market instruments is based on

quoted net asset value

Securities and options that trade in markets that are not considered to be active but are valued

based on quoted market prices dealer quotations or alternative pricing sources supported by

observable inputs are classified within level The Company did not own any level financial

instruments at December 31 2011

Level instruments held by the Company include Depository Trust Clearing Corporation

common shares required to ensure status as clearing member as well as preferred shares

held as part of joint back office account agreement with one of its clearing brokers These

securities are held at cost which approximates fair value

The following table presents the financial instruments carried on the statement of financial

condition by level within the valuation hierarchy as of December 31 2011

Assets at Fair Value as of December 31 2011

Levell Level2 Level3 Total

Money market securities 87505667 87505667

Options 83416751 83416751

ufties 124246467 232393 124478860

Futures 1030700 1030700

Subtotal $296199585 $232393 $296431978

Liabilities at Fair Value as of December31 2011

Levell LeveI2 LeveI3 Total

Options 52549436 52549436

Buities 86786094 86786094

Subtotal $139335530 139335530

The following table includes roll forward of the amounts for the year ended December 31 2011

for securities classified within level The classification of securities within level is based upon

the significance of the unobservable inputs to the overall fair value measurement

Fair Value Measurement using Level Inputs

BalanceatDecember3l2010 231078

Purchase of securities 1315

Balance at December 31 2011 232393
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Management estimates that the fair value of other financial assets and liabilities recognized on

the statement of financial condition approximates carrying value due to their short-term nature

Receivables from Clearing Brokers and Clearing Organizations

Receivables from clearing brokers and clearing organizations represent amounts due from the

clearing brokers and clearing organizations resultant from monies deposited on margin and

trading activities

Receivables from Exchanges and Exchange Deposits

Receivables from exchanges represent amounts due from the exchanges resultant from the

Companys trading activities primarily liquidity rebates Exchange deposits represent cash and

securities on deposit at exchanges to meet margin requirements

Securities and Options Owned and Sold Not Yet Purchased

Securities and options owned and sold not yet purchased at December 31 2011 consist of the

following

Sold Not Yet

Owned Purchased

Options 83416751 52549436

uities 124478860 86786094

Total 207895611 139335530

Related Parties

Under written agreement the Company recognizes management fee to its Parent covering

allocated administrative and compensation expenses incurred by the Parent in providing shared

services to the Company The Company pays order flow to an affiliated broker-dealer

Global Colocation Services LLC wholly owned subsidiary of GHC provides market data

information and colocation services to the Company

Certain amounts due to affiliates in Europe and Asia arise from clearing futures and equity

trades conducted by affiliated entities using the Companys trading platform

Pursuant to revenue sharing agreement with an affiliated broker-dealer Getco Securities LLC

GTS the Company shares in GTSs trading gains and losses on an equal basis

The Company pays certain expenses on behalf of its affiliates and has certain expenses paid by

affiliates on its behalf Such payments are reimbursed by the Company or by the affiliate as

applicable pursuant to an Intercompany expense reimbursement agreement by and among the

Company and GHC

At December 31 2011 the amounts due from/to affiliates included the following
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Due From Due To

GETCO LLC 7424226

Global Colocation Services LLC 2101587
GETCO Europe Ltd 495117
GETCO Asia Ltd 24752
GETCO Execution Services LLC 715975

GETCO Securities LLC 934257

GETCO Holding Company LLC 85

Automat Ltd 14986

Total $2141325 $9569660

Financial Instruments with Off-Balance Sheet Risk

The Company in connection with its proprietary trading activities may enter into transactions

involving derivative financial instruments including option contracts futures contracts and other

financial instruments with similar characteristics During the year the Company primarily traded

options related to U.S listed equities

Options held provide the Company with the opportunity to deliver or take delivery of specified

financial instruments at contract price Options written obligate the Company to deliver or take

delivery of specified financial instruments at contract price in the event the option is exercised

by the holder The options contracts are marked to market based upon quoted market prices

As of December 31 2011 the number of long and short open option contracts was 251856 and

2542 respectively

Market Risk

Market risk is the potential for changes in the value of financial instruments Categories of

market risk include but are not limited to exposures to equity prices interest rates and

commodity prices description of each such market risk category is set forth below

Equity price risks result from exposures to changes in prices and volatilities of individual

equities equity baskets and equity indices

Interest rate risks primarily result from exposures to changes in the level slope and

curvature of the yield curve the volatility of interest rates and credit spreads

Commodity price risks result from exposures to changes in spot prices forward prices and

volatilities of commodities such as electricity natural gas crude oil and petroleum

products

Market risk is directly impacted by the volatility and liquidity of the markets in which the

underlying 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

manages its exposure to market risk arising from the use of these derivative financial

instruments through various analytical monitoring techniques

Credit Risk

Credit risk arises from the potential inability of counterparties to perform in accordance with the

terms of the contract The Companys exposure to credit risk associated with counterparty

nonperformance is limited to the current cost to replace all contracts in which the Company has

gain Exchange traded financial instruments including options generally do not give rise to

significant counterparty exposure due to the cash settlement procedures for daily market
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movements or the margin requirements of the individual exchanges and clearing brokers

Substantially all of the Companys transactions are executed in exchange traded instruments

Concentrations of Credit Risk

The Company clears the majority of its trades internally but also uses other third-party clearing

brokers Cash and financial instruments held at the Companys clearing brokers collateralize

amounts due to the clearing brokers if any and may serve to satisfy regulatory or clearing

broker margin requirements In the event these clearing brokers do not fulfill their obligations

the Company may be exposed to risk This risk of default also depends on the creditworthiness

of the counterparties to each of these transactions The Company attempts to minimize these

credit risks by monitoring the creditworthiness of its clearing brokers

The Company maintains its cash in bank deposit accounts which at times may exceed federally

insured limits The Company monitors the creditworthiness of the banks The Company has not

experienced and does not expect to experience any losses in such accounts

Management believes that the Company is not exposed to any significant credit risk as result

of its monitoring procedures and the nature of its financial instruments

Commitments and Contingencies

The accounting guidance for guarantees requires the disclosure of representations and

warranties which the Company enters into and which may provide general indemnifications to

others The Company in its normal course of business may enter into contracts that contain

such representations and warranties The Companys maximum exposure under these

arrangements is unknown as this would involve future claims that may be made against the

Company that have not yet occurred However based on its experience the Company expects

the risk of loss to be remote

The Company provides guarantees to securities and options clearinghouses Under the

standard clearinghouse membership agreement members are required to guarantee the

performance of other members Under these agreements if member becomes unable to

satisfy its obligations to the clearinghouse other members would be required to meet the

resulting shortfalls The Companys liability under these arrangements is not quantifiable and

could exceed the cash and securities it has posted as collateral However management
believes the potential for the Company to be required to make payments under these

arrangements is remote Accordingly no contingent liability is carried on the statement of

financial condition for these transactions

Subsequent Events

The Company has evaluated the events and transactions that have occurred through February

28 2012 the date this report was issued and noted no items requiring adjustment of the

statement of financial condition or additional disclosures
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