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OATH OR AFFIRMATION

Gregory Fortunoff
swear or affirm that to the best of

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

G-2 Trading LLC as

of
December31 20 13

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

consolidation
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INDEPENDENT AUDITORS REPORT

To the Members
G-2 Trading LLC

Report on the Financial Statement

We have audited the accompanying statement of financial condition of G-2 Trading LLC as of

December 31 2013 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and
the related notes to the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement 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 the financial statement that is free from material misstatement whether due to fraud or

error

Auditors Responsibility

Our responsibility is to express an opinion on the financial statement 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 statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statement The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statement whether due to fraud or error
In making those risk assessments the auditor considers internal control relevant to the companys
preparation and fair presentation of the financial statement 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 companys 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 statement

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

our audit opinion

Opinion

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

position of G-2 Trading LLC as of December 31 2013 in accordance with accounting principles

generally accepted in the United States of America

New York New York

February 26 2014

New York New Jersey Pennsyvania California Cayrnan Islands

EisnerA roper is an independent rnerrtber of PkF Irternationoi Limited



G-2 TRADING LLC

Statement of Financial Condition

December 31 2013

ASSETS

Cash 354006
Due from Clearing Broker 3640422
Securities owned at fair value 62040679
Due from Affiliate 20419
Fixed assets net 387830
Intangible asset net 194988
Goodwill

1954040
Other assets 158979

68.751.363

LIABILITIES AND MEMBERS EQUITY
Liabilities

Securities sold not yet purchased at fair value 52081720
Distributions due to members 1862201
Accounts payable and accrued liabilities 734.769

Total liabilities 54678690

Commitment and contingency

Members equity 14072673

68.751363

See notes to financial statement



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE ORGANIZATION AND NATURE OF BUSINESS

G-2 Trading LLC the Company is Delaware limited liability company which commenced operations on
October 1997 as registered broker-dealer with the Securities and Exchange Commission the SEC and the

Philadelphia Stock Exchange Inc The Companys managing member Street Capital LLC the Managing
Member owns Class Membership Interest

The Company is engaged in the proprietary trading of securities

The Company does not carry accounts for customers or perform custodial functions related to securities The
Company trades through an affiliated entity Beacon Gate LLC the Affiliate which introduces the Companys
trading accounts on fully disclosed basis to its clearing broker Goldman Sachs Execution Clearing LP the
Clearing Broker New York Stock Exchange member directly

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

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

United States of America requires management to make estimates assumptions and other adjustments that

affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statement Actual results could differ from those estimates

Securities transactions

The Company records transactions in securities and related revenue and expenses including commissions
on trade-date basis Dividends are accrued on the ex-dividend date Interest expense is recorded on the

accrual basis

Income taxes

The Company is limited liability company taxed as partnership and as such is not taxpaying entity
Each member is individually responsible for its share of the Companys income or loss for income tax

reporting purposes Accordingly the Company has no provision for federal and state income taxes

Tax laws are complex and subject to different interpretations by taxpayer and taxing authorities Significant

judgment is required when evaluating tax positions and related uncertainties Future events such as

changes in tax legislation could require provision for income taxes

The Managing Member is responsible for determining whether tax position taken by the Company is more
likely than not to be sustained on the merits The Company has no material unrecognized tax benefits and
has not recognized in the financial statement any interest or penalties related to income taxes There are

currently no income tax returns under audit With few exceptions the Company is no longer subject to U.S
federal state or local income tax examinations by tax authorities for the years prior to December 31 2010

Cash

The Company maintains cash balances in bank accounts which at times may exceed federally insured

limits In the event of financial institutions insolvency recovery of cash may be limited



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Fixed assets

Furniture equipment computer software and leasehold improvements are stated at cost less accumulated

depreciation and amortization Depreciation is provided on straight-line basis over the estimated lives of

the assets Leasehold improvements are amortized on straight-line basis over the lease term or

estimated useful lives whichever is shorter

Intangible asset

Intangible asset is being amortized by the straight-line method over its estimated useful life of five years
The Company assesses the recoverability of its intangible asset by determining whether the carrying

amount can be recovered through undiscounted forecasted cash flows if events or changes in

circumstances indicate that the asset may be impaired If undiscounted forecasted cash flows indicate that

the carrying amount will not be recovered an adjustment will be made to reduce such amounts to fair value
based on forecasted future cash flows discounted at rate commensurate with the risk associated when
achieving such cash flows Future cash flows are based on trends of historical performance and the

Companys estimate of future performance giving consideration to existing and anticipated competitive and

economic conditions

No indicators of impairment were identified during the year ended December 31 2013

Goodwill

Goodwill is not subject to amortization and is tested for impairment annually or more frequently if events or

changes in circumstances indicate that the asset may be impaired Current guidance allows an entity to

assess qualitatively whether it is necessary to perform step one of prescribed two-step annual goodwill

impairment test If an entity believes as result of its qualitative assessment that it is more likely than not

that the fair value of reporting unit exceeds its carrying amount the two-step goodwill impairment test is

not required The Company performed qualitative assessment of goodwill at December 31 2013 and

determined that that two-step process was not necessary

Securities valuation

The Company carries its securities owned and securities sold not yet purchased at fair value Authoritative

accounting guidance defines fair value establishes framework for measuring fair value and establishes

fair value hierarchy which prioritizes the inputs to valuation techniques Fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market participants at

the measurement date fair value measurement assumes that the transaction to sell the asset or transfer

the liability occurs in the principal market for the asset or liability or in the absence of principal market the

most advantageous market Valuation techniques that are consistent with the market income or cost

approach are used to measure fair value The fair value hierarchy ranks the quality and reliability of the

information used to determine fair values Financial assets and liabilities carried at fair value are classified

and disclosed in one of the following three categories

Level inputs are quoted prices unadjusted in active markets for identical assets or liabilities the

Company has the ability to access

Level inputs are inputs other than quoted prices included within Level that are observable for the

asset or liability either directly or indirectly and reasonably available Observable inputs

reflect the assumptions market participants would use in pricing the asset or liability and are

developed based on market data obtained from sources independent of the Company



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Securities valuation continued

Level inputs are unobservable inputs for the assets or liabilities that rely on managements own
assumptions about the assumptions that market participants would use in pricing the asset or

liability The unobservable inputs should be developed based on the best information

available in the circumstances and may include the Companys own data

An assets or liabilitys level within the fair value hierarchy is based on the lowest level of any input that is

significant to the fair value measurement Availability of observable inputs can vary and is affected by

variety of factors The Managing Member uses judgment in determining fair value of assets and liabilities

and Level assets and liabilities involve greater judgment than Level or Level assets and liabilities

Securities owned and securities sold not yet purchased consist of common stocks and equity options

which are classified within Level of the fair value hierarchy Securities listed on national securities

exchange or listed on NASDAQ National Market System are valued at their last reported sales price on the

primary securities exchange Options are valued at their average closing bid and ask price

NOTE DUE FROM CLEARING BROKER

The clearing and depository functions for the Companys security transactions are provided by the Clearing
Broker For financial reporting purposes amounts payable to the broker have been offset against amounts
receivable from the broker for securities sold not yet purchased and other items At December 31 2013 all of

the securities owned securities sold not yet purchased and the amount due from clearing broker reflected on the

statement of financial condition are security positions carried by and amounts due from the Clearing Broker The

Company had substantially all of its individual counterparty concentration with the Clearing Broker

The Companys securities are used to secure any amounts payable to the Clearing Broker and the securities sold
not yet purchased Subject to the clearing agreement the Clearing Broker has the right to sell or repledge
collateral held by it The Managing Member monitors the trading activity of the Company to maintain adequate

margin with the Clearing Broker

NOTE MEMBERS EQuuri

Members equity represents interests of the Managing Member and the Class Members

The operating agreement of the Company defines the rights and obligations of the members including the terms

of profit and loss sharing arrangements for use of the Companys proprietary trading account Members interests

are classified as permanent equity

The Managing Member in accordance with the operating agreement will contribute capital to the extent of the

Class Members deficit balances such that Class Members with positive balances will not be required to cover
losses of Class Members with deficits Historically the Managing Member has allocated its capital to cover
deficits in Class Member accounts that have deficits at the time of their termination Included within members
equity on the statement of financial condition at December 31 2013 is $226337 related to Class Members
deficits guaranteed by the Managing Member Deficits of $300042 are guaranteed by other Class Members
which have surplus balances



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE SECURITIES OWNED AND SECURITIES SOLD NOT YET PURCHASED

Securities owned and securities sold not yet purchased as of December 31 2013 consist of the following all of
which are Level securities per the fair value hierarchy and are located in the United States

Securities

Sold
Securities Not Yet

Owned Purchased

Common stocks

Basic materials 7057358 4293022
Consumer goods 11215401 9185943
Financial 13877889 12583981
Healthcare 1989017 1080518
Industrial goods 6211310 5769865
Services 5307855 4860078
Technology 13009884 11805525
Utilities 1195792 625690

Total common stocks 59864506 50204622

Options
Basic materials 38958 32811
Consumer goods 790637 679948
Financial 118406 39464
Healthcare 493493 289798
Industrial goods 76067 8459
Services 150098 37008
Technology 508514 789610

Total options 2176173 1.877098

Total 62.040679 52.081.720

Securities sold not yet purchased represent obligations of the Company to deliver specific securities by
purchasing the securities in the market at prevailing market prices Accordingly these transactions result in off-

balance-sheet market risks as the Companys ultimate obligation may exceed the amount recognized in the
financial statement



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE FIXED ASSETS

Components of fixed assets included in the statement of financial condition at December 31 2013 were as
follows

Furniture and fixtures 228550
Computer equipment 374056
Software 1854251
Leasehold improvements 65980

Total cost 2522837

Less accumulated depreciation and amortization 2135.007

387.830

NOTE INTANGIBLE ASSET

Intangible asset subject to amortization at December 31 2013 consists of the acquired trading relationships with
non-managing members Class Members who conduct the proprietary trading for the Company These
relationships had carrying value of $1300000 at the date of acquisition and an estimated useful life of five

years At December 31 2013 net carrying value was $194998

NOTE DERIVATIVE FINANCIAL INSTRUMENTS

In the normal course of business the Company trades equity options which are derivative financial instruments
for trading purposes and for managing the risk associated with equity positions held by the Company

As of December 31 2013 the Companys derivative activities based on their number of contracts categorized by
primary underlying risk are as follows

Long Exposure Short Exposure

Primary Number of Number of

Underlying Risk Contracts Contracts

Equity contracts

Equity options 21664 10694

The following table identifies the fair value amounts and locations of the derivative instruments reported in the
statement of financial condition categorized by primary underlying risk all of which are accounted for as trading
instruments at December 31 2013

Derivative Assets Derivative Liabilities

Primary

Underlying Risk Location Fair Value Location Fair Value

Equity contracts

Equity options Securities owned Securities sold not yet
at fair value 2.176173 purchased at fair value 1877.098



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

In the normal course of its business the Company trades various financial instruments written options and

securities sold not yet purchased Generally these financial instruments represent future commitments to

purchase or sell other financial instruments at specific times at specific future dates Each of these financial

instruments contains varying degrees of off-balance-sheet risk whereby changes in the market values of the

securities underlying the financial instruments or the Companys satisfaction of the obligations may exceed the

amount recognized in the statement of financial condition

Securities sold not yet purchased represent obligations of the Company to deliver the specified securities at the

contracted price and thereby create liability to purchase the securities in the market at prevailing prices

Accordingly these transactions result in off-balance-sheet risk as the Companys satisfaction of the obligations

may exceed the amount recognized in the statement of financial condition

Derivative financial instruments may be used to manage market risk and to take an active long or short position in

the market Should interest rates or credit spreads move unexpectedly anticipated benefits may not be achieved

and loss realized Furthermore the use of derivative financial instruments involves the risk of imperfect

correlation in movements in the price of the instruments interest rates and the underlying assets

NOTE NET CAPITAL REQUIREMENTS

As registered broker-dealer the Company is subject to the Uniform Net Capital requirement of the SEC under

Rule 5c3-1 which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital both as defined shall not exceed 15 to The rule also requires that equity capital

may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to Minimum net

capital is defined as the greater of 6-2/3% of aggregate indebtedness or $100000 At December 31 2013 the

Company had net capital of $1560503 which was $1387372 in excess of its required net capital of $173131
Advances dividend payments and other equity withdrawals by the Company are subject to certain notification

and other provisions of the Uniform Net Capital Rule 5c3-1 of the SEC and other regulatory bodies

Proprietary balances if any held at the Clearing Broker PAIB Assets are considered allowable assets for net

capital purposes pursuant to an agreement between the Company and the Clearing Broker which requires

among other things that the Clearing Broker perform computations for PAIB assets and segregate certain

balances on behalf of the Company if applicable

NOTE RELATED PARTY TRANSACTIONS

The Company has commission rebate agreement with its Affiliate

The Company has service agreement with the Affiliate Pursuant to this agreement the Company made
available its facilities and employees to provide administrative and brokerage services and make payments for

certain direct costs

In addition the Company has month-to-month sublease agreement with the Affiliate

NOTE COMMITMENT AND CONTINGENCY

Commitment

The Company leases office space under non-cancellable operating leases expiring in May 2015 The leases

contain escalation provisions based on certain costs incurred by the lessor



G-2 TRADING LLC

Notes to Financial Statement

December 31 2013

NOTE COMMITMENT AND CONTINGENCY CONTINUED

Commitment continued

Minimum rental commitments under this lease as of December 31 2013 are as follows

2014 785000
2015 327000

Total $1112000

Included in Accounts Payable and Accrued Liabilities at December 31 2013 is deferred rent of $63967
This represents the difference between rent payable calculated over the life of the lease on straight-line

basis and rent payable on cash basis

Contingency

In the normal course of business the Company is involved in various litigation matters In the opinion of

management the ultimate resolution of these matters will not have material adverse effect on the

Companys financial position


