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QATH OR AFFIRMATION

I, Gordon J. Roth, Chief Financial Officer, affirm that, to the best of my knowledge and belief, the
accompanying consolidated financial statements and supplemental schedule pertaining to Roth Capital
Partners, LLC (the “Company”) as of June 30, 2014, and for the year then ended are true and correct.

I further affirm that neither the Company nor any member, officer or director haf any proprietary interest
in any account classified solely as that of a customer.

PRISCILLA KASTNER
Commission # 1963948

.NOWyPMc-GIMomh

Dredle ffestrr

Notary Public

This report ** contains (check all applicable boxes):

x) Report of Independent Registered Public Accounting Firm.

(x) (a) FacingPage.

(x) (b) Consolidated Statement of Financial Condition.

(x) (c) Consolidated Statement of Operations.

(x) (d) Consolidated Statement of Cash Flows.

(x) (e) Consolidated Statement of Changes in Member’s Capital.

() (f) Statement of Changes in Liabilities Subordinated to the Claims of General Creditors (Not
applicable).

(x) Notes to Consolidated Financial Statements.

(x) (g) Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15¢3-1 under the
Securities Exchange Act of 1934 (see Schedule g).

(x) (h) Computation for Determination of Reserve Requirements for Brokers and Dealers Pursuant to
Rule 15¢3-3 under the Securities Exchange Act of 1934. (Not applicable, exempt under
Rule 15¢3-3(k)(2)(ii), see Footnote 12 to the accompanying financial statements and
Schedule h.)

(x) (i) Information Relating to the Possession or Control Requirements Pursuant to Rule 15¢3-3
under the Securities Exchange Act of 1934. (Not applicable, exempt under
Rule 15¢3-3(k)(2)(ii), see Footnote 12 to the accompanying financial statements and
Schedule i.)

() () A Reconciliation, including Appropriate Explanations, of the Computation of Net Capital
under Rule 15¢3-1 (included in(g)) and the Computation for Determination of the Reserve
Requirements under Rule 15¢3-3. (Not Applicable)

() (k) A Reconciliation between the Audited and Unaudited Statements of Financial Condition with
Respect to Methods of Consolidation. (Not Applicable)

(x) (1) An Oath or Affirmation.

(x) (m) A Report Describing the Broker-Dealers Compliance with the Exemption Provisions of
Section k of SEC Rule 15¢3-3 (the “Exemption Report”) (Bound Separately)

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Tel: +1 213 688 0800
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Managers of
Roth Capital Partners, LLC

We have audited the accompanying consolidated statement of financial condition of Roth Capital Partners, LLC and
subsidiaries (the "Company") as of June 30, 2014, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This consolidated financial statement is the responsibility of the Company's management.
Our responsibility is to express an opinion on this consolidated financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statement is free of material misstatement. The Company is not required to have,
nor were we engaged to perform, an audit of its internal control over financial reporting. Our audit included
consideration of internal control over financial reporting as a 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
Company's internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated 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 a reasonable basis for our
opinion.

In our opinion, such consolidated statement of financial condition presents fairly, in all material respects, the
financial position of Roth Capital Partners, LLC and subsidiaries as of June 30, 2014, in conformity with accounting
principles generally accepted in the United States of America.

Aeloclle T Tseche P

August 26, 2014

Member of
Deloitte Touche Tohmatsu Limited



ROTH CAPITAL PARTNERS, LLC

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AS OF JUNE 30, 2014

ASSETS

CASH AND CASH EQUIVALENTS

CASH - RESTRICTED

RECEIVABLE FROM CLEARING BROKERS
TRADE RECEIVABLES

SECURITIES OWNED (Note 2):
Marketable — at market value (including $140,883 securing payables to employees)

Not readily marketable — at fair value (including $2,418,974
securing payables to employees)

FURNITURE, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS —
At cost — less accumulated depreciation and amortization of $4,718,467

OTHER ASSETS

TOTAL

LIABILITIES AND MEMBERS' EQUITY

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

SALARIES, COMMISSIONS, AND BONUSES PAYABLE

PAYABLES TO EMPLOYEES FOR SECURITIES OWNED (Note 5)

SECURITIES SOLD BUT NOT YET PURCHASED — At market value
Total liabilities

MEMBERS' EQUITY

TOTAL

See notes to consolidated statement of financial condition.

$21,302,599
223,677
12,861,225

2,806,946

9,113,573

8,926,796

879,135

984,212

$57.098.163

$ 4,980,094
13,852,816

2,559,857

325,810

21,718,577

35,379,586

$57.098,163



ROTH CAPITAL PARTNERS, LLC

NOTES TO CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
AS OF AND FOR THE YEAR ENDED JUNE 30, 2014

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization — Roth Capital Partners, LLC (the “Company”), a California limited liability
company, was formed on February 2, 2001. The Company is a broker/dealer registered with the
Securities and Exchange Commission (SEC) and a member of the Financial Industry Regulatory
Authority (FINRA), and all securities transactions for the accounts of the Company and its
customers are cleared by another broker/dealer on a fully disclosed basis.

The Company’s accompanying consolidated financial statement include the results of wholly owned
affiliates, BTG Investments LLC (BTG), which is solely engaged in principal investment activities,
and Roth Capital Partners Hong Kong Limited, which was registered with the Hong Kong Securities
and Futures Commission (“SFC”) through January 20, 2014. Roth Capital Partners Hong Kong
Limited no longer conducts SFC regulated activities but maintains a FINRA registered branch, in
Hong Kong. All intercompany transactions and balances have been eliminated in consolidation.

Basis of Presentation — The consolidated financial statement of the Company has been prepared
on the accrual basis of accounting in conformity with accounting principles generally accepted in the
United States of America (U.S. GAAP).

Use of Estimates — The preparation of the financial statement in conformity with U.S. 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 consolidated
financial statement and the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Securities Transactions — Securities transactions and the related revenues and expenses are
recorded on a trade-date basis. Gains and losses are recorded on an average cost basis.

Cash and Cash Equivalents — Cash and cash equivalents consist of cash balances of $20,912,331
held in demand deposit accounts maintained at various banks and $390,268 in money market mutual
funds. Money market mutual funds are valued through the use of quoted market prices (a Level 1
input), or $1, which is generally the net asset value of the fund. The combined weighted-average
yield of the cash in banks and money market accounts is approximately 0.001%.

At June 30, 2014, of the total cash and cash equivalents amounts described above, $359,823 was
maintained at institutions that are fully insured by the Federal Deposit Insurance Corporation.

Cash - Restricted — Restricted cash represents uninvested funds held in four separately managed
accounts managed by affiliated entities of the Company.

Securities Owned — Marketable securities owned and securities sold but not yet purchased are
comprised of common stock and are valued at current market prices. Securities not readily
marketable consist of cash, partnership interests, notes and common stock of private companies, and
warrants that are exchangeable into investment securities that cannot be publicly offered or sold,
unless registration has been effected under the Securities Act of 1933 or cannot be currently sold or
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accessed because of other arrangements, restrictions, or conditions applicable to the securities and
cash.

Securities Sold But Not Yet Purchased — The Company engages in short-selling activities,
wherein the Company borrows securities and sells them to third parties. The value of the open short
position is recorded as a liability and the Company records an unrealized gain or loss to the extent of
the difference between the proceeds received and the value of the open short position. The Company
records a realized gain or loss when the short position is closed out. The Company invests in
securities sold but not yet purchased as part of its underwriting activities and to reduce its exposure
to market risk and to enhance its investment opportunities.

Commissions — Commission revenue related to trading on customer investment accounts is
recorded on a trade-date basis.

Corporate Finance and Syndicate Revenues — Corporate finance and syndicate revenues are
recognized and recorded upon closure of the financing effort. Such revenues are accrued for in trade
receivables in the accompanying consolidated statement of financial condition.

Depreciation and Amortization — Depreciation and amortization are provided for using the
straight-line method over estimated useful lives as follows:

Furniture and equipment Five years
Leasehold improvements Lesser of useful life or the term of the lease

Recent Accounting Pronouncements — In February 2013, the Financial Accounting Standards
Board (“FASB”) issued Accounting Standards Update ("ASU") No. 2013-02, Comprehensive
Income (Topic 220)—Clarifying Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income, which updates disclosure requirements to improve the reporting of
reclassifications out of accumulated other comprehensive income. The amendments in this update
are effective prospectively for reporting periods beginning after December 15, 2013 for nonpublic
entities. This update is only disclosure related and has no impact on the Company's financial
condition. The adoption of ASU 2013-02 is not expected to have a material impact on our financial
statement.



SECURITIES OWNED

Marketable securities owned (at market value), held as of June 30, 2014, consist of unencumbered
equity securities totaling $8,972,690 and equity securities held as collateral for employee payables
totaling $140,883. Included in marketable securities owned are four separately managed accounts
totaling $3,555,607 managed by two affiliated entities of the Company. Not readily marketable
securities consist of the following investments, at estimated fair value:

Collateral for
Employee

Not Readily Marketable Securities Payables Unencumbered Total
Common stock & equivalents $ 65719 $ 763,710 $ 829,429
Warrants 2,353,255 3,339,465 5,692,720
U.S. limited partnerships 2,204,570 2,204,570
Private company equity 200,077 200,077

Total $ 2,418,974 $ 6,507,822 $ 8,926,796

FAIR VALUE MEASUREMENTS

U.S. GAAP establishes a fair value hierarchy that prioritizes and ranks the level of market price
observability used in measuring assets and liabilities at fair value. Market price observability is
impacted by a number of factors, including the type of financial instrument, the characteristics
specific to the instrument, and the state of the marketplace (including the existence and transparency
of transactions between market participants). Assets and liabilities with readily available actively
quoted prices or for which fair value can be measured from actively quoted prices in an orderly
market will generally have a higher degree of market price observability and a lesser degree of
judgment used in measuring fair value.

Assets and liabilities measured and reported at fair value are classified and disclosed in one of the
following categories based on inputs:

Level 1 — Quoted prices in active markets for identical investments. Fair valued assets that would
generally be included in Level 1 are U.S. listed and over-the-counter equity securities and mutual
funds.

Level 2 — Pricing inputs include other significant observable inputs, such as quoted prices for
similar investments or quoted prices for identical investments on inactive markets. Fair valued assets
that are generally included in this category are common stock warrants which there are market-based
implied volatilities and thinly traded common stock.

Level 3 — Pricing inputs include significant unobservable inputs, such as the Company’s own
assumptions in determining the fair value of assets and liabilities. The inputs into the determination
of fair value require significant judgment or estimation by management. Consideration is given to
the risk inherent in the valuation technique and the risk inherent in the inputs of the model. The
types of assets and liabilities that would generally be included in this category include fair valued
securities issued by private entities, restricted publicly traded equities for which market observable



value was not available, common stock warrants for which the underlying securities are restricted,
and partnership investments.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, the determination of which category within the fair value hierarchy is
appropriate for any given investment is based on the lowest level of input that is significant to the
fair value measurement. The Company’s assessment of the significance of a particular input to the
fair value measurement in its entirety requires judgment and considers factors specific to the
investment.

The following valuation techniques and inputs are used by the Company in assessing the fair value
of its securities owned, securities sold but not yet purchased, and short-term investments:

Common Stock and Equivalents — Equity securities that are actively traded on a securities
exchange are carried at fair value based on quoted prices from the applicable exchange and are
classified as Level 1 securities. Equity securities traded on inactive markets are fair valued using
significant other observable inputs including recently executed transactions adjusted as applicable
for the integrity of the market sector and issuer, the individual characteristics of the security, and
information received from other market sources pertaining to the issuer or security. Equity securities
traded on inactive markets may be classified as Level 2 or 3, depending on the significance of the
assumptions used in the valuations. Equity securities subject to a restriction on sale that are publicly
traded investments in active markets are reported at the market closing price less a discount, as
appropriate, as determined in good faith to reflect restricted marketability. Restricted securities may
be classified as Level 2 or 3, depending on the significance of the assumptions used in the
valuations.

Warrants — For the warrants, the Company uses the Black-Scholes valuation methodology or
similar techniques. This method uses observable inputs such as volatility (16.41% at June 30, 2014),
current market price, and discount factors based on a U.S. Treasury yield curve. In certain cases,
management may apply an additional discount to the Black-Scholes value for the period of time the
warrants are not exercisable or for the restrictive nature of the underlying common stock.

Privately-Held Equity — The methods used to estimate the fair value of private investments
include: (1) the public market comparable method whereby fair value is derived by reference to
observable valuation measures for comparable companies or assets adjusted by the Company for
differences between the investment and the referenced comparables, (2) the discounted cash flow
method whereby estimated future cash flows and estimated weighted average cost of capital are used
to calculate fair value, (3) the cost of a recent transaction that occurs at or near the measurement
date, and (4) bid prices for pending transactions. Inputs in these methods are based on the best
information available and are determined by reference to information including, but not limited to,
the following: projected sales, net earnings, earnings before interest, taxes, depreciation, and
amortization (EBITDA), balance sheets, public or private transactions, valuations for publicly-
traded comparable companies, and consideration of any other pertinent information including the
types of securities held and restrictions on disposition. The amount determined to be fair value may
incorporate the Company’s own assumptions (including appropriate risk adjustments for
nonperformance and lack of marketability). These valuation methodologies involve a significant
degree of judgment. Due to the absence of readily determinable fair values and the inherent
uncertainty of valuations, the estimated fair values for private investments may differ significantly
from values that would have been used had a ready market for the securities existed, and the
differences could be material.



Investment in Limited Partnerships — For investments in limited partnerships, limited liability
companies, or other funds that do not have a readily determinable fair value, the Company, as a
practical expedient, estimates the fair value using the net asset value per share (or its equivalent,
such as member units, or an ownership interest in partners’ capital to which a proportionate share of
net assets is attributed) of the fund, as determined by the respective investment manager, if the net
asset value per share of the fund (or its equivalent) is calculated in a manner consistent with the
measurement principles in Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC) Topic 946, Financial Services — Investment Companies, as of the Company’s
measurement date. If the net asset value per share (or its equivalent) of the fund is not as of the
Company’s measurement date or is not calculated in a manner consistent with the measurement
principles of Topic 946, the Company may adjust the most recent net asset value per share (or its
equivalent) as necessary in order to estimate the fair value for the fund in a manner consistent with
the measurement principles of Topic 946 as of the Company’s measurement date. The Company
will deviate from the net asset value (or its equivalent) if it is probable at the measurement date that
the Company will redeem a portion of its interest at an amount different from net asset value per
share (or its equivalent).

The following table presents, by fair value hierarchy level, the Company’s investments that are
carried at fair value as of June 30, 2014:

Level 1 Level 2 Level 3 Total
ASSETS:
Securities owned:
Marketable -
Common stock & equivalents $ 9,113,573 $ 9,113,573
Not readily marketable -
Common stock & equivalents $ 829,429 $ 829,429
Warrants 5,692,720 5,692,720
U.S. limited partnerships 1,120,455 $1,084,115 2,204,570
Private company equity 200,077 200,077
TOTAL $ 9,113,573 $7,642,604 $1,284,192 $ 18,040,369
LIABILITIES:
Securities sold not yet purchased:
Common stock (United States) $ 325,810 $ $ $ 325,810




The following table provides quantitative information about our Level 3 fair value measurements of
our securities owned—not readily marketable as of June 30, 2014. In addition to the techniques and
inputs noted in the table below, according to our valuation policy we may also use other valuation
techniques and methodologies when determining our fair value measurements. The below table is
not intended to be all-inclusive, but rather provides information on the significant Level 3 inputs as
they relate to our fair value measurements.

Balance Range
as of June 30, Valuation Unobservable (Weighted
Assets: 2014 Techniques Inputs Average)
Privately held equities $ 200,077 Market Approach - Share price -Private N/A
Guidline Transaction

Transactions Method

U.S. limited partnerships $ 1,084,115 Practical Expedient - Net Asset Value N/A
Net Asset Value

INVESTMENTS IN LIMITED PARTNERSHIPS

As of June 30, 2014, the Company had two investments in limited partnerships with fair value
totaling $2,204,570 which are private funds that invest in underlying equity securities. The
Company’s equity interests in these private funds are reported in the consolidated statement of
financial condition as “SECURITIES OWNED — Not readily marketable.”

Since the investments in these private funds are not publicly traded, the Company’s ability to make
withdrawals is subject to certain restrictions which vary for each respective private fund. These
restrictions include notice requirements for withdrawals and additional restrictions or charges for
withdrawals within a certain time period following initial investment. In addition, there could be
circumstances in which such restrictions can include the suspension or delay in withdrawals from
the respective private fund or limited withdrawals allowable only during specified times during the
year. As of June 30, 2014, the Company had one investment in a private fund totaling $1,084,115
(funded originally in April 2002) which had an initial two year lock-up period from the initial
contribution date and redemptions can only be made annually with 90 days prior written notice.
There were no such suspensions or delays in withdrawals in the other limited partnership
investment. For both investment limited partnerships, there were no unfunded capital commitments.

The investments in limited partnerships have similar investment objectives where the private funds
utilize various strategies to invest primarily in long equity and related interests including derivative
instruments. The investment objectives are primarily to realize above average capital appreciation
from ownership in small cap and microcap companies traded on national securities exchanges,
over-the-counter markets and bulletin board exchanges. The limited partnership investments’
longest waiting period for requesting withdrawals is on an annual basis with 90 days’ notice and the
shortest waiting period for withdrawals is on a quarterly basis with 45 days’ notice.

For investments in limited partnerships, if the Company has the ability to redeem its investment in
the limited partnership at net asset value (or its equivalent) at the measurement date, the fair value
measurement of the limited partnership shall be categorized as a Level 2 fair value measurement. If
the Company will never have the ability to redeem its investment in the limited partnership at the net
asset value (or its equivalent), the fair value measurement of the limited partnership shall be



categorized as a Level 3 fair value measurement. If the Company cannot redeem its investment in
the limited partnership at net asset value per share (or its equivalent) at the measurement date but the
investment in the limited partnership may be redeemable at a future date (for example, a limited
partnership subject to a lockup or gate, or a limited partnership whose redemption period does not
coincide with the measurement date), the Company considers the length of time until the investment
in the limited partnership will become redeemable in determining whether the fair value
measurement of the investment shall be categorized as a Level 2 or a Level 3 fair value
measurement. See disclosure of categorization of limited partnership investments in Note 3.

RELATED PARTY TRANSACTIONS

The Company makes payments for operating expenses on behalf of its affiliates, BTG and Roth
Capital Partners Hong Kong Limited. The associated intercompany balances are eliminated in
consolidation.

The Company invests funds through separately managed accounts which are managed by two
affiliated entities. The securities and cash are held at third party custodians and all transaction costs
incurred are included in floor brokerage and clearing charges.

The Company, from time to time, will issue employee promissory notes that are repaid, principal
plus accrued interest, usually from semi-annual bonus compensation earned by the employee.

Payable to Employees for Securities Owned totaling $2,559,857 represent amounts accrued as
compensation to executive management and certain investment banking and commissioned
employees associated with the fair value of securities owned by the Company. The accrual is based
on a fixed percentage of the fair value of the security. The amounts are considered discretionary and
payments are made to existing employees only from realized proceeds from various security
positions owned by the Company.

INCOME TAXES

As a limited liability company, the Company is generally not subject to federal or state income
taxes, and accordingly, no provision for income taxes has been made in the accompanying
consolidated financial statement. The members are required to report their proportionate shares of
income on their individual tax returns.

The Company reviews and evaluates tax positions in its major jurisdictions and determines whether
or not there are uncertain tax positions that require financial statement recognition. The Company
recognizes uncertain tax positions if it is more likely than not to be sustained upon examination by
the applicable taxing authority, including the resolution of any related appeals or litigation
processes, based on the technical merits of the position. Tax benefits are measured as the largest
amount of benefit that is greater than fifty percent likely of being realized upon ultimate settlement,
which could result in the Company recording a tax liability that would reduce member’s equity.

Based on its review, the Company has determined the major tax jurisdictions to be where the
Company is organized and where the Company makes investments. Such jurisdictions are U.S.
Federal and certain foreign jurisdictions.

As of June 30, 2014, no reserves for uncertain tax positions were required to have been recorded for
uncertainty in income taxes for any of the Company’s open tax years. The Company is not subject to
examination by U.S. federal tax authorities for the tax years before 2010 and by state tax authorities



for tax years before 2009. The Company did not recognize any interest and penalties for the year
ended June 30, 2014. The Company is additionally not aware of any tax positions for which it is
reasonably possible that the total amounts of unrecognized tax benefits will change materially within
12 months subsequent to June 30, 2014. As a result, no other income tax liability has been recorded
in the accompanying consolidated financial statement.

EMPLOYEE BENEFIT PLAN

The Company has a 401(k) employee savings plan that covers all full-time employees who are at
least age 21 with six months or more of continuous service. The Company may match employee
contributions at its sole discretion.

COMMITMENTS AND CONTINGENT LIABILITIES

Settlement of Securities Transactions — The Company is obligated to settle transactions with
brokers and other financial institutions even if its customers fail to meet their obligations to the
Company. Customers are required to complete their transactions on the settlement date, generally
three business days after the trade date. If customers do not fulfill their contractual obligations, the
Company may incur losses. The Company has established procedures to reduce this risk by
requiring deposits from customers for certain types of trades.

Underwriting Transactions — In the normal course of business, the Company enters into various
underwriting commitments. In the opinion of management, the settlement of transactions that were
open as of June 30, 2014, relating to such commitments will have no material impact on the
Company’s consolidated financial condition.

Litigation — The Company is named as a defendant in various lawsuits in its normal course of
business, including class action lawsuits, related to customer transactions. These lawsuits allege
violations of federal and state securities laws and, in the aggregate, claim substantial damages.
Management of the Company, after consultation with outside legal counsel, believes that the
resolution of these various lawsuits will not result in a material adverse effect on the Company’s
consolidated financial statement.

Leases — The Company leases office facilities and equipment under noncancelable operating leases
having terms through 2018. Aggregate minimum commitments at June 30, 2014, under these leases
are as follows:

Years Ending
June 30 Amount
2015 $ 2,149,291
2016 1,885,785
2017 1,637,030
2018 994,790

3 666689

Aggregate minimum commitments have not been reduced by minimum sublease rentals. There were
two non-cancelable subleases as of June 30, 2014.
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10.

Indemnifications — In the normal course of its business, the Company indemnifies certain service
providers, such as its clearing agent, against specified potential losses in connection with their acting
as an agent of, or providing services to, the Company, its affiliates, or its customers. The potential
amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is unlikely it will have
to make material payments under these arrangements and has not recorded any contingent liability in
the consolidated financial statement for these indemnifications.

In the normal course of business, the Company may enter into underwriting agreements that may
contain routine indemnification clauses. The Company’s maximum exposure under these
arrangements is unknown, as this would involve future claims that may be made against the
Company that may have not yet occurred. However, based on experience, the Company expects the
risk of loss to be remote.

DERIVATIVE INSTRUMENTS

In the normal course of business, the Company acquires warrants in connection with its investment
banking services for private and public companies and holds them for long-term investment
purposes. These warrants represent the right to buy the underlying equity securities at specified
prices and future dates. The Company’s exposure to credit risk associated with counterparty
nonperformance on the warrants, which are not exchange traded, is typically limited to the
unrealized gains reported as assets associated with such contracts. The Company carries the
investments at estimated fair value.

As of June 30, 2014, the volume of the Company’s warrant activities, based on the number of shares
and fair value, categorized by primary underlying risk, is as follows:

Primary Underlying Risk Shares Value
Equity — warrants 10,051,042  $5,692,720

The volume of derivative activity as of June 30, 2014, as presented above, is representative of the
level of derivative use by the Company during the year ended June 30, 2014.

Assets related to warrants are presented as “SECURITIES OWNED — Not readily marketable” on
the consolidated statement of financial condition. The following table identifies the fair value of
warrants not accounted for as hedging instruments included in the consolidated statement of
financial condition, categorized by primary underlying risk, as of June 30, 2014. Balances are
presented on a gross basis, prior to the application of the impact of counterparty and collateral
netting.

CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage activities. Counterparties to these
activities primarily include broker/dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit standing of each counterparty with which it
conducts business.
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11.

12.

13.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC’s Uniform Net Capital Rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital. At June 30, 2014, the Company has net capital of $18,978,065
computed under the alternative method, which is $18,127,065 in excess of its required net capital.
The accounts of BTG have been included in the computation of net capital by the Company.

RESERVE REQUIREMENTS AND INFORMATION RELATING TO THE POSSESSION
OR CONTROL REQUIREMENTS FOR BROKERS OR DEALERS

The Company is exempt from the provisions of Rule 15¢3-3 (pursuant to paragraph (k)(2)(ii) of
such rule) of the Securities Exchange Act of 1934 as an introducing broker or dealer that carries no
customers’ accounts, promptly transmits all customer funds and delivers all customer securities
received to the clearing broker, and does not otherwise hold funds or securities of customers or
dealers. Because of such exemption, the Company is not required to prepare a determination of
reserve requirement and the Company is not subject to the provisions of Rule 15¢3-3 pertaining to
the possession or control requirements for brokers or dealers.

SUBSEQUENT EVENTS

The Company has evaluated events subsequent to June 30, 2014 and through August 26, 2014, the
date the consolidated financial statement was available to be issued. The Company distributed $5
million in late July 2014 to its members representing capital withdrawals for associated income
taxes in connection with the members’ proportionate share of taxable income (see note 6).
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