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OATH OR AFFIRMATION

1, JAMES FLOOD , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
TERRA CAPITAL MARKETS, LLC , @s
of DECEMBER 31, 2013 , are true and correct. I 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 a customer, except as follows:

NN/

0t

L/ Signature

CHIEF OPERATING OFFICER
M MICHAEL %, cgnymgm Title L
P ate of
! Notary N%?cmzms«c T
Notary Public alified in Suffolk County "

Commission Expires Nov. 18, 20_{,

This report ** contains (check all applicable boxes):
X (a) Facing Page. L
X (b) Statement of Financial Condition. .
X (c) Statement of Income (Loss).
X (d) Statement of Changes in Financial Condition. .
X (¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital. T
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
X (g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
X @) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
X (1) An Oath or Affirmation.
X (m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this Jiling, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Members of
Terra Capital Markets LLC

We have audited the accompanying financial statements of Terra Capital Markets LLC (the "Company”), which
comprise the statement of financial condition as of December 31, 2013, and the related statements of
operations, changes in members equity, and cash flows for the year then ended that are filed pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit 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
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the Company’s preparation and fair
presentation of the financial statements in order to design 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. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

A Professional Corporation www.depiettocpas.com



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Terra Capital Markets LLC at December 31, 2013, and the results of its operations and its cash
flows for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
supplementary information contained in Schedules I, IT and III is presented for purposes of additional analysis
and is not a required part of the financial statements, but is supplementary information required by Rule 17a-
5 under the Securities Exchange Act of 1934. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information directly
to the underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material respects
in relation to the financial statements as a whole.

DePictto CPA PC

DePietto CPA, PC
Lake Success, NY
February 21, 2014

DEPIETTO CPA

Accounting « Tax « Advisory

A Professional Corporation



Terra Capital Markets, LLC
Statement of Financial Condition
December 31, 2013

Cash and cash equivalents S 229,881
Accounts Receivable 37,032

Fixed Assets (net of accumulated depreciation and

amortization of $45,638) 80,492
Prepaid Expenses and Other Assets 44,786
TOTAL ASSETS S 392,191

Liabilities and Members'Equity

Accounts Payable & Accrued Expenses S 120,719
Due to Related Parties 3,084
Total Liabilities 123,803
Members' Equity 268,388
TOTAL LIABILITIES AND EQUITY S 392,191

The accompanying notes are an integral part of these financial statements.



Note 1 -

Note 2 -

TERRA CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Organization

Terra Capital Markets, LLC (the “Company”) is a broker-dealer registered with the
Securities and Exchange Commission (“SEC”) and is a member of the Financial
Industry Regulatory Authority (“FINRA”). The Company was founded in June 2002
under the laws of the State of Delaware. The Company provides sales through third
party broker/dealers, registered investment advisors, and services for private
placements, principally for five funds (the "Funds”). The Funds are managed by an
affiliated entity which shares common ownership with the Company. The Company
operates out of the office of one of its members in the New York City metropolitan area
as well as an office in New Jersey.

Summary of Significant Accounting Policies

Basis of Presentation

The Company keeps its books and prepares its financial statements on the accrual
basis of accounting in accordance with accounting principles generally accepted in the
United States of America.

Revenue Recognition

The Company records commissions as they are earned based on the completion of
services, typically when membership units are placed in any of the Funds.

Fixed Assets

Fixed assets are reported at cost less accumulated depreciation and amortization.
Depreciation is calculated on a straight-line basis over the estimated useful life of the
assets. Leasehold improvements are amortized over the lesser of the economic useful
life of the improvement or the term of the lease.

Income Taxes
The Company has elected to be treated as a partnership for federal and state purposes.

As a result, no income taxes are provided as they are the responsibility of the individual
members. The Company is subject to the New York City Unincorporated Business Tax.



TERRA CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Note 2 - Summary of Significant Accounting Policies (cont'd.)

Income Taxes (cont'd.)

The Company follows the uncertainty in income tax accounting standard. This standard
provides applicable measurement and disclosure guidance, but its adoption has had no
effect on the Company’s financial statements.

Under guidance from FASB ASC 740, the Company recognizes a tax benefit from an
uncertain tax position only if it is more likely than not that the position is sustainable,
based solely on its technical merits and consideration of the relevant taxing authority’s
widely understood administrative practices and precedents. If this threshold is met,
management measures the tax benefit as the largest amount of benefit that is more
likely than not of being realized upon ultimate settlement. The Company is subject to
potential examination by taxing authorities in various jurisdictions. The open (2010
through 2012) tax years under potential examination vary by jurisdiction. The Company
recognizes interest and penalties, if any, related to unrecognized tax benefits as income
tax expense in the statement of operations. As of December 31, 2013, there was no
impact to the financial statements relating to accounting for uncertainty in income tax
positions.

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
disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the reporting period. Actual
results could differ from those estimates.

Fair Value Measurement

The Company follows FASB ASC 820 that establishes a hierarchy for inputs used in
measuring fair value that maximizes the use of observable inputs and minimizes the use
of unobservable inputs. Observable inputs are inputs that market participants would use
in pricing the investment based on available market data. Unobservable inputs are
inputs that reflect management’s assumptions about the factors market participants
would use in valuing the investment based on the best information available in the
circumstances.



Note 2 -

Note 3 -

TERRA CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Summary of Significant Accounting Policies (cont'd.)

Fair Value Hierarchy

The fair value measurement hierarchy is broken down into three levels based on the
observability of inputs as follows:

Level 1 - Valuations based on quoted prices in active markets for identical investments.

Level 2 - Valuations based on (i) quoted prices in markets that are not active; (ii) quoted
prices for similar investments in active markets; and (iii) inputs other than quoted prices
that are observable or inputs derived from or corroborated by market data.

Level 3 - Valuations based on inputs that are unobservable, supported by little or no
market activity and that are significant to the overall fair value measurement.

The availability of observable inputs can vary from investment to investment and is
affected by a wide variety of factors, such as, the type of product, whether the product is
new and not yet established in the marketplace, the liquidity of markets, and other
characteristics particular to the transaction.

The inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, for disclosure purposes, the level in the fair value hierarchy
within which the fair value measurement falls in its entirety is determined based on the
lowest level input that is significant to the fair value measurement in its entirety. The
Manager'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.

As of December 31, 2013, the Company does not have investments included in Level 3
of the fair value hierarchy.

New Accounting Pronouncements

On July 30, 2013 the SEC released the final amendment to Rule 17a-5, Reports to Be
Made by Certain Brokers and Dealers. The rule requires a broker-dealer that claims an
exemption from Rule 15c3-3 throughout the most recent fiscal year to file an annual
exemption report. The exemption report will include statements where the broker-dealer
indicates that it has met the identified exemption provision throughout the most recent
fiscal year without exception and if applicable, identifies each exception and briefly
describes the nature of each exception. All broker-dealers will also be required to file
Form Custody that will provide information on whether a broker-dealer maintains
custody of customer and non-customer assets.

-6-



Note 4 -

Note 5 -

Note 6 -

TERRA CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Related Party Transactions

The Company records its allocable share of rent and other office expenses it utilizes
from one of its members at the New York location. This expense amounted to $9,000 for
the year ended December 31, 2013 and is included in other expenses in the Statement
of Operations. Amounts owed to the member at December 31, 2013 relating to this
agreement and other direct expense reimbursements was $3,084 and is included in due
to related parties in the Statement of Financial Condition.

The Company received management fees in the amount of $1,225,000 from an affiliate
for administrative and accounting services associated with the Funds the affiliate
manages.

The Company’s commission revenues in the amount of $2,180,601 are earned entirely
from the Funds. At December 31, 2013, $37,032 was owed from one of the funds for
commissions, which is included in accounts receivable in the Statement of Financial
Condition.

Fixed Assets

Fixed assets, net at December 31, 2013 consists of the following:

Furniture and fixtures (5-7 years) $ 37,264
Computer equipment and software (3-5 years) 64,131
Leasehold improvements 24735
126,130

Less: Accumulated depreciation 45,638
$ 80492

Depreciation and amortization expense amounted to $22,276 for the year ended
December 31, 2013.

Concentrations of Credit Risk

The Company maintains all of its cash in financial institutions, which cash balances, at
times, may exceed federally insured limits of $250,000. As of the date of this statement
the Company had no accounts which exceeded the limit.



Note 7 -

Note 8 -

Note 9 -

TERRA CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

Commitments and Contingencies

The Company entered into a lease agreement for its New Jersey office space through
August 2016 at a monthly rate of $4,058 plus utilities. The expense associated with this
lease for the year ended December 31, 2013 was $24,613, which is included in
occupancy expense in the Statement of Operations.

Future Rent Obligations

2014 $ 47,280
2015-2016 80,573
$ 127,853

Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) which
requires the maintenance of a minimum net capital, as defined, of the greater of $5,000
or one-fifteenth of aggregate indebtedness. At December 31, 2013, the Company had
net capital of $105,828, which exceeded its requirement by $97,574. Additionally, the
Company must maintain a ratio of aggregate indebtedness to net capital of 15:1 or less.
At December 31, 2013, this ratio was 1.17:1.

The Company is exempt from the provisions of Rule 15¢3-3 of the SEC since the
Company’s activities are limited to those set forth in the conditions for exemption
pursuant to subsection k(2)(i) of the Rule.

Income Taxes

For the year ended December 31, 2013, the Company incurred a net operating loss of
$266,725 available to be used against net operating income in future periods.

Note 10 -Subsequent Events

For disclosure purposes in the financial statements, the Company has evaluated
subsequent events through February 28, 2014, the date the financial statements were
available to be issued.



