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With market-leading, complementary
core capabilities and an exclusive focus
on trading, KCG has created a new model
for the industry.

It’'s a model we believe is more focused,
efficient, agile and adaptable than
anything that’s come before it. A firm
that’s technology-driven and scalable. A
business built to thrive in today’s markets.
And for our clients and investors, it’s an
opportunity to trade up.
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A NEW FIRM

KCG was created in mid-2013 through a
merger of category leaders in direct-to-
client and proprietary market making.

As an independent, pure-play, multi-asset class trading firm, KCG

serves a broad range of brokers, banks and institutions. We seek
to deliver best executions for clients and provide the best prices
on public and private markets in order to enhance performance for
clients and the overall efficiency of the markets. KCG's specialized
focus on trading provides tangible benefits to retail investors
through the clients we serve in the form of higher fill rates, lower
trading costs, and greater access to immediate liquidity.

KCG is a market leader in U.S. equities,
which is the most accessible, competitive,
technologically advanced and liquid
segment of the global securities market.

In 2013, KCG market making accounted
for approximately 14% of the consolidated
U.S. equity share volume™ and was the
clear market leader in over-the-counter
(OTC) traded stocks.*

In addition, the firm is an active participant
on global cash, futures and options markets
across equities, options, fixed income, foreign
currencies and commodities - chiefly in
segments that are predominantly electronic,
reasonably liquid and centrally cleared.

KCG's intellectual capital in the fields of
market microstructure, trading technology
and liquidity generation also drives the

14.2%

KCG market making percentage of
consolidated U.S. equity share volume
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development of the firm's agency execution
services and specialized trading venues.
We always work to provide clients with the
best possible price discovery, liquidity,
anonymity, trading costs and service.

The firm's complementary core
offerings - market making, agency execution
and trading venues - give KCG a competitive
advantage in developing and applying
innovative tools that deliver efficiencies and
performance across the organization. As
trading continues to shift from analog to
digital across all asset classes, we believe
that KCG's opportunities will only broaden.

Shifts in the competitive
landscape

KCG competes against market makers, bulge
brackets, brokers, exchanges, alternative
trading systems (ATSs), crossing networks,
electronic communications networks (ECNs),
and dark liquidity pools in an industry
undergoing a period of transformation
driven by competition, technology and
regulation. As the competitive landscape
evolves, KCG is well situated to succeed.

As a result of the global financial crisis
in 2008 and the prolonged deleveraging
that followed, clients considered all options
within their control to increase returns.
Without a rising market, they focused on
trading as a means to improve efficiencies
and decrease costs. Institutions, for example,
reevaluated broker lists, crunched data on
average price per share and related trading
costs, and took a hard look at commission
agreements and bundled services.

At the same time, the expansion of
electronic trading has helped to improve

*KCG, BATS Global Markets * KCG, www.otcmarkets.com



Percentage of retail U.S. exchange-listed shares traded
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trading performance across asset classes.

There are stark differences in price discovery,

available liquidity, spreads and costs

The economics of trading
are fundamentally changing.
As a nimble, technology-
focused firm that delivers
the benefits of scale and
experience, KCG is well
positioned for the
competitive landscape.

between the more advanced digital
segments of the global securities market

2007 2008 2009

and the outmoded analog segments.
As clients demand trading technologies
that make markets more accessible and
transparent, trading firms will quickly
adopt them.

Additionally, multiple new global
regulations instituted in response
to the financial crisis are now in the
implementation process. Designed to
minimize the global risks posed by

systemically important financial institutions,

the rules are expected to increase the
accessibility and transparency of
over-the-counter securities as well as
decrease counterparty risk exposure
through the greater use of clearing
corporations rather than bilateral

2012 2013

Source: VistaOne Solutions
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agreements between brokers. Cumulatively,

the new regulations are expected to
increase trading competition for certain
OTC securities, thereby enhancing liquidity
and lowering costs for investors. A period
of industry adjustment will surely follow,
creating potential for new opportunities.

As a result, the economics of trading are
fundamentally changing for market centers,
execution firms and clients. As a nimble,
technology-focused firm that delivers the
benefits of scale and experience, KCG is
well positioned for the competitive
landscape that is just now emerging.

Reducing trading friction
for investors

KCG helps clients efficiently deploy capital
in the secondary market.

As a non-bank, execution-only trading
firm, KCG doesn't offer advisory, underwriting
or research. Instead, KCG concentrates on
facilitating transactions between buyers
and sellers. The firm's specialized focus and

Reducing trading costs
and inefficiencies for
retail investors since the
mid-1990s predictably led
to greater participation in
the U.S. equity market.

continuous application of new technologies
to securities trading generally produces
better tools, greater process efficiencies
and lower transaction costs.

Decreasing trading costs in the secondary
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As leading market makers since the mid-1990s, KCG's
predecessor firms played an important role in driving down
costs and enhancing speed, spread and price improvement
for retail investors in U.S. equities.

= The average spread for U.S.
exchange-listed stocks
decreased from 4.5 basis
points in 2002 to 2.3 basis
points in 2011"

= The percentage of trades in
U.S. exchange-listed stocks
receiving price improvement
rose from the teens in 2004 to
well in excess of 70% in 2013'

market allows investors to devote a greater
percentage of capital to investments

and potentially meet their investment
objectives earlier. At the same time,
reducing friction involved with transferring
capital into the economy also lowers the
cost of capital for issuers by moderating the
rates of return investors expect. In a trading
environment where liquidity can sometimes
be scarce, the ability to provide, transfer
and manage liquidity efficiently delivers
significant benefits to clients.

Reducing trading costs and inefficiencies
for retail investors since the mid-1990s
predictably led to greater participation in
the U.S. equity market. Average daily retail
U.S. equity share volume executed by
the leading market makers rose from
approximately 237 millionin 2005 to 739
million in 2013". KCG is actively working to

= The average blended rate
for broker-assisted and
online trades declined roughly
52% from $87 in 1996 to
$41 in 2005*

= The average execution speed
for U.S. exchange-listed stocks
fell from 15.9 seconds in 2002
to 1.4 seconds in 2011

improve the trading experience - in terms
of access, liquidity and cost - for brokers
serving retail investors in both the fixed
income and options markets.

During this same period, independent
studies of market data show institutional
investors also benefitted from a gradual
decline in per-trade costs in U.S. equities.

In global equities, KCG provides
institutional investors with access to
agency-based algorithms, an execution
management system (EMS), experienced
sales traders and ATSs. Combined with
the firm's deep liquidity, these capabilities
make KCG an important execution-only
trading firm for institutional investors.

The firm also offers access to agency
execution services and trading venues in
fixed income, foreign exchange, futures
and options.

# American Association of Individual Investors ! VistaOne Solutions



PREPARING T

The integration is proceeding well
ahead of schedule.

Planning for the merger began in the first quarter of 2013,

while both GETCO and Knight were still operating as separate,

independent companies. The management team identified to lead

KCG developed a blueprint to rationalize and integrate assets
post-closing. As soon as the merger was completed, work shifted

from planning to implementation.

As a result of work completed in the
second half of the year, KCG surpassed
the upper range of $90 to $110 million
in projected cost synergies on an
annualized run-rate basis. The firm
also completed $300 million in debt
prepayments in the fourth quarter,
which significantly reduced future
interest expense. Additionally, the careful
integration of core revenue-generating
activities began to show proof of concept.

At present, we are focused on reducing
the cost base further, right-sizing the

structure and establishing a robust,
unified technology platform. Our goal

is to reach a balance between agility and
scale in order to span the global securities
markets as a prominent trading firm and

liquidity provider.

A rationalization of assets

Activities over the past year included a

series of divestitures and closings of non-core,

capital-intensive and low-margin assets.
Institutional fixed income, which

= GROUND

consisted of research, sales and trading was
sold by Knight prior to the merger. Additionally,
Knight closed its correspondent clearing
and asset management businesses prior to
the merger. Following the merger, KCG sold
its reverse mortgage origination subsidiary
Urban Financial of America.

These actions transformed the firm
back into its core function as a pure-play
intermediary.

As for integrating the firm’s core
offerings, KCG:

= Aligned direct-to-client and non-client

market making in U.S. equities;

= Combined algorithmic services,
designated market makers (DMMs) at the
NYSE and options market making; and

= Consolidated institutional sales in

U.S. equities.

Additionally, KCG reconfigured its
execution model to enhance the available
liquidity for clients across asset classes,
redesigned its strategic and operational
risk management framework, and updated
finance functions to support all operations.

And, in terms of the cost structure,
KCG combined offices in Chicago and
London and closed non-essential ones.
The firm consolidated U.S. broker-dealer
subsidiaries from four to one, with KCG
Americas LLC the remaining U.S.
broker-dealer. Further, KCG's global
workforce was reduced by approximately
12 percent, excluding employees in the
discontinued units.

KCG | 2013 ANNUAL REPORT &



“More than $110 million in cost synergies in the

second half of 2

in millions

1H13

2H13

0133,

0 50 100

[ Compensation and Benefits
B Communication and Data

M Depreciation and Amortization
B Professional Fees

*On an annualized run-rate basis

Further initiatives
to complete

While our progress to date is noteworthy,
we still have a great deal of work to do.

Just asinthe U.S., KCG is consolidating
U.K. broker-dealer subsidiaries from two
to one, KCG Europe Limited. A simplified
structure will result in cost synergies and
potentially release excess liquidity. KCG is
on track to complete the U.K. broker-dealer
consolidation in the first quarter of 2014
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and potentially release excess liquidity in
the third quarter of 2014 in accordance
with regulatory requirements.

In perhaps the most significant
undertaking of the integration, KCG is
in the process of combining its previous
technology platforms across all areas -
from connectivity to data, trading and
clearing. The consolidation has already
led to significant cost savings, with
the potential for more going forward.
In the second half of 2013, KCG reduced

Source: KCG

the annualized run-rate expense from
communications and data processing
by more than $20 million to roughly $150
million. While the potential additional
cost savings from the full integration
are compelling, they require significant
time and effort. KCG expects further
reductions in run-rate expenses by the
end of 2014.

We are also focused on reducing KCG's
corporate debt. At the merger's close, the
firm's long- and short-term debt included
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$34.0 million incurred to finance the
KCG debt-to-tangible-equity ratio

transaction. As a result of $300 million in
prepayments sourced from asset sales and

the release of trapped and excess liquidity,
KCG reduced its debt-to-tangible-equity

ratio from 0.73 at September 30, 2013 to

0.5 at December 31, 2013. [ | |

KCG is committed to consolidating
the gains made to date from the integration At September 30,2013 At December 31,2013
and building as quickly as possible around
Source: KCG

a more defined business model, cost
structure and technology architecture.
KCG | 2013 ANNUAL REPORT 7




Our goal is to develop into a more agile and scalable firm with a
low cost structure and robust technology platform that provides
KCG with a meaningful edge in the marketplace.

Our work to date has provided a strong foundation. Integrating core revenue-generating activities

and combining the technology platforms represents the most difficult and deliberate yet high-reward

work remaining for KCG.

Future growth will come first from the
realization of additional merger-related
revenue and cost synergies as well as
organic opportunities available through the
combined client offering, added market
making liquidity and structural changes put
in place to fashion the new trading firm.

The more profound opportunities lie in
the medium- to long-term industry trends,
fueled by competition, technology and
regulation, that are squarely aligned with
KCG's structure as an independent, pure-
play, multi-asset class trading firm.

Capitalizing on
opportunities at hand

KCG's agency-based algorithms offer
advanced liquidity sourcing strategies

with exclusive access to the firm's off-
exchange market making. In aggregate,

the legacy product suites accounted for
4.3% of consolidated U.S. equity share
volume in 2013". At present, however,
KCG's algorithms are underpenetrated
among U.S. institutions. To address this,

we consolidated sales of algorithms and
institutional equity trading to more fully draw
upon longstanding relationships with leading
institutions. In addition, KCG leverages

8 KCG | 2013 ANNUAL REPORT

The more profound
opportunities lie in
the medium- to long-
term industry trends,
fueled by competition,
technology and regulation.

innovations in market making to inform
product development of agency algorithms.
Given the firm's capabilities and ongoing
developments in Europe, KCG is intent on
building out a full complementary franchise
to that in the United States. The firm
completed a restructuring in part to unite all
European reporting lines under London-based
management rather than to the respective
U.S.-based teams. KCG consolidated sales
of all products and brought on new hires with
regional sales responsibilities across the
continent. An early initiative showing
progress is to serve as an outsourced
execution partner for regional European
banks seeking to manage the costs and risks
associated with trading European equities.
As a leading market maker in U.S.
equities, KCG executes more shares of
NYSE- and NASDAQ-listed stocks, ETFs,

ADRs and OTCs than any other securities
firm in a given trading session. The initial
integration of direct-to-client and non-client
market making demonstrated real promise
in terms of increasing internalization rates and
reducing execution costs. While continued
learning and refinement is needed, the results
should positively impact revenue capture
per U.S. equity dollar value traded. As that
important work continues, KCG is deepening
relationships with brokers and expanding
the firm’s reach to banks and institutions.

Positioning for emerging
industry trends

The securities industry is engaged in a
decades-long, transformational shift to
electronic trading.

Despite the firm's modest size relative to
the bulge brackets and other competitors,
KCG is a market leader in U.S. equities. The
next stage of growth for electronic trading
and KCG alike is in large asset classes that
retain aspects of manual, non-transparent
and illiquid markets.

The movement to greater adoption
of more transparent, electronic markets
is irreversible although the timeframe to
full implementation is uncertain.

*KCG, BATS Global Markets



KCG is a market maker in fixed income,
foreign currencies and commodities. As
one example, the firm provides streaming
quotes in fixed income - primarily in U.S.
Treasuries - to the largest, most active
traders in the market. KCG is positioned at
the front edge as additional sub-segments
of the FICC markets open up. The push for
central clearing potentially increases the
opportunity by negating the advantage
enjoyed by competitors that maintain a
larger balance sheet than KCG.

Also in currencies, KCG operates KCG
Hotspot, which is an institutional spot FX
ECN. The trading venue has a record of
solid growth despite the decentralized FX
market in which an estimated 90 percent
of all foreign exchange trades occur away
from trading platforms and go unreported.

As a leading market
maker in U.S. equities,
KCG executes more
shares of NYSE- and
NASDAQ:-listed stocks,
ETFs, ADRs and OTCs than
any other securities firm
in a given trading session.

In contrast, KCG Hotspot offers full depth of
book display among a network of banks and
brokers for greater price discovery.

And in fixed income, KCG operates KCG
BondPoint, which consists of a fixed income
ECN that also offers front-end trading

applications. While the fixed income market
remains split between institutional and retail

investors, KCG BondPoint is deeply ingrained
with brokers serving retail investors because
of the extensive connectivity among a broad
network of clients. The available liquidity,
amassed from smaller lots, is similar to
that KCG generates in U.S. equities.
KCG BondPoint is currently working on
adding capabilities and connectivity for
institutional investors.

As a firm, KCG is laying a foundation
to generate an attractive return on equity
relative to the sector throughout the cycle.
KCG's core revenue-generating activities
are meaningful and have the potential to
scale from a number of internal and external
drivers as the global securities industry
undergoes a period of change.

2013 average revenue capture per U.S. equity dollar traded

e T PO

30

25

20

15| .

10

Jan Feb Mar

Apr May Jun Jul Aug

Average daily U.S. equity dollar volume (in % billions)

== Average revenue capture per dollar value traded (bps)

Source: KCG

KCG | 2013 ANNUAL REPORT 9



I'm pleased to provide a report on the first days of KCG

and the firm’s priorities for the coming year.

KCG was created to help clients efficiently deploy
capital in the secondary market by executing trades on
their behalf and increasing overall liquidity in the global
securities markets.

Our core capabilities include market making, agency
execution and trading venues. The complementary
offerings allow us to effectively share intellectual capital,
trading technologies and costs, which are critical to
innovation and margin expansion. And, as a pure-play
trading firm, we don’t engage in securities underwriting
or lending, which require a large balance sheet.

Our overarching priorities

at present are to further reduce

As a brief recap, the post-merger

integration is proceeding better
than expected:

the cost base and fully combine
technology platforms. While

we achieved the stated cost

synergies from the merger

KCG and the predecessor firms

primarily through reductions

completed a series of strategic

divestitures and closings in 2013;

We exceeded the upper range of

in compensation expense, we
lowered the annualized run-rate

expense from technology by

the projected $90 to $110 million in
annualized cost synergies within six

months of the merger close; and

more than $20 million to $150
million at the end of the year.

We expect further cost savings

On an operating basis, KCG was

profitable in the second half of

the year.

from technology in the second
half of 2014.

We appreciate that the
better we are across operations,
technology and finance, the better prepared we’ll be to
service clients. And we understand that the more disciplined
we are in adhering to the strategy, the more durable our
competitive advantage will be.

In short, we intend to attain a structure that is small
enough to be adaptable, yet large enough to be a leader
in the most active asset classes. The idea is simple in
its conception and yet hard for competitors to emulate.

A focus on innovation will allow us to continually
provide clients with the best execution available. We

maintain a clean balance sheet with assets comprised

10 KCG | 2013 ANNUAL REPORT

largely of Level 1 securities, hedged to stay flat. We moved
to a single broker-dealer subsidiary in the Americas and
are in the process of doing the same in Europe. As a
technology-driven, scalable firm - modest in size compared
to the bulge brackets - we believe that KCG is constructed
to be profitable throughout the cycle.

We also hold ourselves accountable. In addition
to clients, we are accountable to KCG’s stockholders,
bondholders and regulators, so we strive to be consistent
and transparent.

The firm’s senior leaders are aligned with the
stockholders. Members of the management committee
receive a minimum 50 percent of annual awards in KCG
stock. I personally receive 8o percent of annual awards in
KCG stock and additionally made a significant purchase
in the first quarter of 2014 - independent of awards or
options in my employment agreement.

Our culture will form over time as we gradually develop
into a leading technology-based trading firm delivering best
executions for clients and creating best prices across the
global securities market.

In the meantime, I'm encouraged by the intelligent,
conscientious and driven people we have across the firm.
We’ll have to be collaborative if we want to punch above our
weight in the marketplace. And we must retain an inventive
and exploratory character in order to attract the individuals
who will serve as catalysts to growth.

In the coming year, you'll see us endeavor to be a more
vital competitor in the broader markets, solidly profitable
throughout the market cycle and better positioned as big

shifts occur in the competitive landscape.

I thank you for your time and interest in KCG.

Sincerely,

Daniel B. Coleman
Chief Executive Officer



Management
Committee

Daniel B. Coleman
Chief Executive Officer

Steven Bisgay
Chief Financial Officer

Jerry Dark
Chief Human Resources Officer

John DiBacco
Global Head of Equities Trading

Albert C. Maasland
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Directors
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the Board of Directors,
KCG Holdings, Inc.
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Chief Executive Officer,
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Rene M. Kern
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Corporate Information

Headquarters

KCG Holdings, Inc.

545 Washington Boulevard
Jersey City, NJ 07310
Telephone 800-544-7508
www.kcg.com

Common Stock

Regular-way trading of KCG's Class A Common Stock
commenced July 5, 2013 under ticker symbol “KCG" on
The New York Stock Exchange. The CUSIP number is
48244B 100. The ISIN number is US48244B 1008.

Financial Information

Copies of the Annual Report to Stockholders, the

Annual Report on SEC Form 10-K, Quarterly Reports

on SEC Form 10-Q, Current Reports on SEC Form 8-K,
Forms 3, 4 and 5 filed on behalf of directors and executive
officers, proxy statements, press releases and general
information are available free of charge through KCG's
website at www.kcg.com.

Annual Meeting

The 2014 Annual Meeting of Stockholders will be held May
14,2014 beginning at 1:00 p.m. ET at KCG's headquarters,
545 Washington Boulevard, Jersey City, New Jersey 07310.

Independent Auditor Corporate Counsel
Sullivan & Cromwell

125 Broad Street

New York, NY 10004
Telephone 212-558-4000

www.sullcrom.com

PricewaterhouseCoopers LLP
300 Madison Avenue

New York, New York 10017
Telephone 646-471-3000
WWW.pwWC.com

Transfer Agent

Computershare Limited

480 Washington Boulevard
Jersey City, New Jersey 07310
Telephone 201-324-0014
www.computershare.com
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

*FORM 10-K

= ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013
OR

| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

000-54991
Commission File Number

KCG HOLDINGS, INC.

(Exact name of registrant as specified in its charter)

DELAWARE
(State or other jurisdiction of incorporation or organization)

38-3898306
(I.LR.S. Employer Identification Number)

545 Washington Boulevard, Jersey City, NJ 07310
(Address of principal executive offices and zip code)
Registrant’s telephone number, including area code: (201) 222-9400

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Common Stock, $0.01 par value New York Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes E No [
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes [0 No [

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes [ No [

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit and post such files). Yes X No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of Registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part 11l of this Form
10-K or any amendment to this Form 10-K. Yes @ No [

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer = Accelerated filer O
Non-accelerated filer | Smaller reporting company |

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes [0 No X

The aggregate market value of the Class A Common Stock held by nonaffiliates of the Registrant's predecessor, Knight Capital Group, Inc.
("Knight"), was approximately $800.6 million at June 30, 2013 based upon the closing price for shares of Knight's Class A Common Stock as
reported by the New York Stock Exchange.

At February 27, 2014, the number of shares outstanding of the Registrant’s Class A Common Stock was 125,706,326 (including restricted
stock units) and there were no shares outstanding of the Registrant’s Class B Common Stock or Preferred Stock.

DOCUMENTS INCORPORATED BY REFERENCE

Definitive Proxy Statement relating to the Company’s 2014 Annual Meeting of Stockholders to be filed hereafter (incorporated, in part, into
Part Ill hereof).

* This Form 10-K has been updated to reflect certain changes that were included in KCG Holdings, Inc.'s Form 10-K/A filed on March 4, 2014. A
copy of the Form 10-K/A may be obtained from the Investors section of www.kcg.com.



EXPLANATORY NOTE

On July 1, 2013, Knight Capital Group, Inc. (“Knight”) merged with and into Knight Acquisition Corp., a wholly-
owned subsidiary of KCG Holdings, Inc. (‘KCG”), with Knight surviving the merger, GETCO Holding Company, LLC
(“GETCOQ”) merged with and into GETCO Acquisition, LLC, a wholly-owned subsidiary of KCG, with GETCO surviving
the merger and GA-GTCO, LLC, a unitholder of GETCO, merged with and into GA-GTCO Acquisition, LLC, a wholly-
owned subsidiary of KCG, with GA-GTCO Acquisition, LLC surviving the merger (collectively, the “Mergers”), in each
case, pursuant to the Amended and Restated Agreement and Plan of Merger, dated as of December 19, 2012 and
amended and restated as of April 15, 2013 (the "Merger Agreement"). Following the Mergers, each of Knight and
GETCO became wholly-owned subsidiaries of KCG.

All references herein to the "Company", "we", "our" or "KCG" relate solely to KCG and not Knight or GETCO. All
references to GETCO relate solely to GETCO Holding Company, LLC and not KCG.

The Mergers were treated as a purchase of Knight by GETCO for accounting and financial reporting purposes.
As a result, the financial results for the year ended December 31, 2013 comprise the results of GETCO only for the
six months ended June 30, 2013 and the results of KCG (the combined Knight and GETCO) for the six months ended
December 31, 2013. All periods prior to 2013 reflect solely the results and financial condition of GETCO.

All GETCO earnings per share and unit share outstanding amounts in this Annual Report on Form 10-K have
been calculated as if the conversion of GETCO units to KCG Class A Common Stock took place on January 1, 2011,
at the exchange ratio, as defined in the Merger Agreement.

For additional information relating to the Mergers and KCG see the Registration Statement on Form S-4
(Registration No. 333-186624) filed by KCG with respect to the Mergers, the Current Report on Form 8-K filed by KCG
on July 1, 2013 with the U.S. Securities and Exchange Commission ("SEC") and the Current Report on Form 8-K filed
by KCG on August 9, 2013, the Current Report on Form 8-K filed by KCG on November 12, 2013 related to the
restatement of GETCO historical results and in other reports or documents KCG files with, or furnishes to, the SEC
from time to time.
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FORWARD LOOKING STATEMENTS

Certain statements contained in this Annual Report on Form 10-K, including without limitation, those under “Legal
Proceedings” in Part I, Item 3, “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” in Part Il, Item 7 (“MD&A”), and “Quantitative and Qualitative Disclosures About Market Risk” in Part I,
Item 7A, the documents incorporated by reference herein and statements containing the words “believes,” “intends,”
“expects,” “anticipates,” and words of similar meaning, may constitute forward-looking statements as defined in the
Private Securities Litigation Reform Act of 1995. These forward-looking statements are not historical facts and are
based on current expectations, estimates and projections about KCG Holdings Inc.’s (the “Company” or “KCG”) industry,
management’s beliefs and certain assumptions made by management, many of which, by their nature, are inherently
uncertain and beyond the Company's control. Accordingly, readers are cautioned that any such forward-looking
statements are not guarantees of future performance and are subject to certain risks, uncertainties and assumptions
that are difficult to predict including, without limitation, risks associated with: (i) the strategic business combination (the
"Mergers") of Knight Capital Group, Inc. (“Knight”) and GETCO Holding Company, LLC (“GETCO”) including, among
other things, (a) difficulties and delays in integrating the Knight and GETCO businesses or fully realizing cost savings
and other benefits, (b) the inability to sustain revenue and earnings growth, and (c) customer and client reactions to
the Mergers; (ii) the August 1, 2012 technology issue that resulted in Knight's broker dealer subsidiary sending numerous
erroneous orders in NYSE-listed and NYSE Arca securities into the market and the impact to Knight’s capital structure
and business as well as actions taken in response thereto and consequences thereof; (iii) the costs and risks associated
with the sale of Knight's institutional fixed income sales and trading business, the sale of KCG's reverse mortgage
origination and securitization business and the departure of the managers of KCG's listed derivatives group; (iv) changes
in market structure, legislative, regulatory or financial reporting rules; (v) past or future changes to KCG's organizational
structure and management; (vi) KCG's ability to develop competitive new products and services in a timely manner
and the acceptance of such products and services by KCG's customers and potential customers; (vii) KCG's ability to
keep up with technological changes; (viii) KCG's ability to effectively identify and manage market risk, operational and
technology risk, legal risk, liquidity risk, reputational risk, counterparty and credit risk, international risk, regulatory risk,
and compliance risk; (ix) the cost and other effects of material contingencies, including litigation contingencies, and
any adverse judicial, administrative or arbitral rulings or proceedings; and (x) the effects of increased competition and
KCG's ability to maintain and expand market share. The above list is not exhaustive. Because forward-looking
statements involve risks and uncertainties, the actual results and performance of the Company may materially differ
from the results expressed or implied by such statements. Given these uncertainties, readers are cautioned not to
place undue reliance on such forward-looking statements. Unless otherwise required by law, the Company also
disclaims any obligation to update its view of any such risks or uncertainties or to announce publicly the result of any
revisions to the forward-looking statements made herein. Readers should carefully review the risks and uncertainties
disclosed in the Company’s reports with the U.S. Securities and Exchange Commission (“SEC”), including those
detailed under “Certain Factors Affecting Results of Operations” in MD&A and in “Risk Factors” in Part |, Item 1A herein,
and in other reports or documents the Company files with, or furnishes to, the SEC from time to time. This information
should be read in conjunction with the Company’s Consolidated Financial Statements and the Notes thereto contained
in this Form 10-K, and in other reports or documents the Company files with, or furnishes to, the SEC from time to
time.



PART |
Item 1. Business

Overview

KCG Holdings, Inc., a Delaware corporation (collectively with its subsidiaries, “KCG” or the “Company”), is a
leading independent securities firm offering clients a range of services designed to address trading needs across asset
classes, product types and time zones. The Company combines advanced technology with specialized client service
across market making, agency execution and trading venues and also engages in principal trading via exchange-
based electronic market making. KCG has multiple access points to trade global equities, options, fixed income,
currencies and commodities via voice or automated execution.

On July 1, 2013, Knight Capital Group, Inc. (“Knight”) merged with and into Knight Acquisition Corp., a wholly-
owned subsidiary of KCG, with Knight surviving the merger, GETCO Holding Company, LLC (“GETCQO”) merged with
and into GETCO Acquisition, LLC, a wholly-owned subsidiary of KCG, with GETCO surviving the merger and GA-
GTCO, LLC, a unitholder of GETCO, merged with and into GA-GTCO Acquisition, LLC, a wholly-owned subsidiary of
KCG, with GA-GTCO Acquisition, LLC surviving the merger (collectively, the “Mergers”), in each case, pursuant to the
Amended and Restated Agreement and Plan of Merger, dated as of December 19, 2012 and amended and restated
as of April 15, 2013 (the "Merger Agreement"). Following the Mergers, each of Knight and GETCO became wholly-
owned subsidiaries of KCG.

Our corporate headquarters are located at 545 Washington Boulevard, Jersey City, New Jersey 07310. Our
telephone number is (201) 222-9400.

Financial information concerning our business segments for each of 2013, 2012 and 2011 is set forth in
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” in Part Il, Item 7 (“MD&A”)
and in the Consolidated Financial Statements and Notes thereto located in Part I, Item 8 entitled “Financial Statements
and Supplementary Data.”

Available Information

Our Internet address is www.kcg.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current
reports on Form 8-K, Forms 3, 4 and 5 filed on behalf of directors and executive officers, and any amendments to
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended,
as well as our proxy statements, are made available free of charge on or through the “Investors” section of our corporate
website under “SEC Filings”, as soon as reasonably practicable after such materials are electronically filed with or
furnished to, the SEC. We also post on our corporate website our Code of Business Conduct and Ethics (the “Code”)
governing our directors, officers and employees. Within the time period required by the SEC, we will post on our
corporate website any amendments and waivers to the Code applicable to our executive officers and directors, as
defined in the Code.

Our Board of Directors (the “Board”) has a standing Finance and Audit Committee, a Risk Committee, a
Compensation Committee and a Nominating and Corporate Governance Committee. Each of these Board committees
has a written charter approved by the Board. Our Board has also adopted a set of Corporate Governance Guidelines.
Each committee charter, along with the Corporate Governance Guidelines, is posted on the Company’s website. None
of the information on our corporate website is incorporated by reference into this report.

All of the above materials are also available in print, without charge, to any person who requests them by writing
or telephoning:

KCG Holdings, Inc.

Investor Relations

545 Washington Boulevard, 3 Floor
Jersey City, NJ 07310

(201) 222-9400

Unless otherwise indicated, references to the “Company,” “KCG,” “We,” “Us,” or “Our” shall mean KCG Holdings,
Inc. and its subsidiaries.



Operating Segments

As of December 31, 2013, we had three operating segments: (i) Market Making, (ii) Global Execution Services,
and (iii) Corporate and Other.

Market Making- The Market Making segment principally consists of market making in the cash, futures and
options markets across global equities, options, fixed income, foreign currencies and commodities. As a
market maker, KCG commits capital on a principal basis by offering to buy securities from, or sell securities
to, broker dealers, institutions and banks. Principal trading in the Market Making segment primarily consists
of direct-to-client and non-client exchange-based electronic market making, including trade executions
conducted as an equities Designated Market Maker (“DMM”) on the New York Stock Exchange ("NYSE")
and NYSE Amex Equities ("NYSE Amex"). The Company is an active participant on all major global equity
and futures exchanges and also trades on substantially all domestic electronic options exchanges. As a
complement to electronic market making, KCG’s cash trading business handles specialized orders and also
transacts on the OTC Bulletin Board, marketplaces operated by the OTC Markets Group Inc. and the
Alternative Investment Market (“AIM”) of the London Stock Exchange.

Global Execution Services- The Global Execution Services segment comprises agency execution services
and trading venues, offering trading in global equities, options, foreign exchange, fixed income and futures
to institutions, banks and broker dealers. KCG generally earns commissions as an agent between principals
to transactions that are executed within this segment, however, the Company will commit capital on behalf
of clients as needed. Agency-based, execution-only trading in the segment primarily consists of self-directed
trading in global equities through a suite of algorithms or via our execution management system; institutional
high touch sales traders executing program, block and riskless principal trades in global equities and exchange
traded funds ("ETFs"); an institutional spot foreign exchange electronic communication network ("ECN"); a
fixed income ECN that also offers trading applications; an alternative trading system ("ATS") for global equities;
and futures execution and clearing through a futures commission merchant ("FCM").

Corporate and Other- The Corporate and Other segment invests principally in strategic financial services-
oriented opportunities, allocates, deploys and monitors all capital, and maintains corporate overhead
expenses and all other income and expenses that are not attributable to the other segments. The Corporate
and Other segment also contains functions that support the Company’s other segments such as self-clearing
services, including stock lending activities.



Thefollowing table sets forth: (i) Revenues, (ii) Expenses and (iii) Pre-tax earnings (loss) from continuing operations
of our segments on a consolidated basis (in thousands):

For the year ended December 31,

2013 2012 2011
Market Making
Revenues $ 688,197 $ 495427 $ 862,759
Expenses 584,639 460,540 658,873
Pre-tax earnings 103,559 34,887 203,886
Global Execution Services
Revenues 197,766 36,211 27,599
Expenses 223,506 43,541 43,006
Pre-tax loss (25,739) (7,330) (15,406)
Corporate and Other
Revenues 134,208 19,596 25,089
Expenses 194,215 20,726 20,028
Pre-tax (loss) earnings (60,007) (1,130) 5,061
Consolidated
Revenues 1,020,171 551,234 915,448
Expenses 1,002,360 524,807 721,907
Pre-tax earnings $ 17,813 $ 26,427 $ 193,541

Totals may not add due to rounding.
See Footnote 24 "Business Segments" to the Company's Consolidated Financial Statements included in Part II, Item
8 "Financial Statements and Supplementary Data" herein for a summary of revenues by geographic region.

Market Making Segment
Business Segment Overview

KCG makes markets primarily in global equities, options, fixed income, foreign currencies and commodities. The
Company is an active participant on all major global equity, futures and options exchanges. As a market maker, KCG
commits capital on a principal basis by offering to buy securities from, or sell securities to, broker dealers, institutions
and banks. Principal trading in the Market Making segment primarily consists of direct-to-client and non-client exchange-
based electronic market making in equity securities quoted and traded on the NYSE, Nasdaq Stock Market, OTC
market, NYSE Amex, NYSE Arca and several European exchanges. We are connected to a large number of external
market centers including exchanges, ECNs, ATSs, dark liquidity pools, alternative display facilities (“ADF”), multilateral
trading facilities (“MTF”) and other broker dealers.

The majority of revenues for this segment are derived from client electronic market making in U.S. equities. As
a complement to electronic market making, our cash trading business handles specialized orders and also transacts
on the OTC Bulletin Board, marketplaces operated by the OTC Markets Group Inc., and the AIM of the London Stock
Exchange. We also provide trade executions as an equities DMM on the NYSE and NYSE Amex.

The majority of market making activity is conducted on a principal basis through the use of automated quantitative
models. In direct-to-client market making, KCG derives revenues from the difference between the amount paid when
securities are bought and the amount received when the securities are sold. In non-client, exchange-based market
making, KCG generally derives revenues from pricing and arbitrage opportunities from financial instruments within the
marketplace.

Clients and Products

KCG offers direct-to-client market making services across multiple asset classes primarily to sell-side clients
including global, national, regional and electronic broker dealers as well as buy-side clients comprising, among others,
mutual funds, pension plans, plan sponsors, hedge funds, trusts, endowments and traditional investment banks in
North America, Europe and Asia. In 2013, KCG did not have any client that accounted for more than 10% of Market
Making segment revenues.



In this segment, we generally compete based on our market coverage, execution quality, fulfillment rates and
client service. In direct-to-client electronic market making in U.S. equities, execution quality is generally accepted as
speed, spread and price improvement under SEC Rule 605. In other asset classes, standards for execution quality
are client defined. In non-client exchange-based market making we seek to provide best prices for buy and sell orders
on market centers throughout the day and compete with proprietary trading models used by our competitors based
on, among other things, speed and quality of execution.

We continually work to provide clients with high quality, low-cost trade executions that enable them to satisfy their
fiduciary obligation to seek the best execution on behalf of the end client as reasonably available in the marketplace.
We continually refine automated quantitative models so that we remain competitive.

Global Execution Services Segment
Business Segment Overview

KCG provides agency execution services and trading venues for agency-based, execution-only trading in global
equities, foreign exchange, fixed income, futures and options to institutions and broker dealers. The Company is an
active participant on all major global equity, futures and options exchanges. KCG generally earns commissions and
commission-equivalents as an agent between principals for transactions that are executed within the Global Execution
Services segment, however, the Company will commit capital on behalf of clients as needed. The Global Execution
Services segment is connected to a large number of external market centers similar to the Market Making segment.

The majority of revenues for this segment are derived from agency-based, execution-only trading encompassing
self-directed trading in global equities through the Knight Direct and GETAIpha suite of algorithms or via the Knight
Direct execution management system; institutional high touch sales traders executing program, block and riskless
principal trades in global equities and ETFs; an institutional spot foreign exchange ECN (KCG Hotspot); a fixed income
ECN that also offers trading applications (KCG BondPoint); an ATS for global equities (Knight Match); and futures
execution and clearing through a FCM (KCG Futures).

Clients and Products

KCG offers agency execution services and trading venues across multiple asset classes to buy-side clients
including mutual funds, pension plans, plan sponsors, hedge funds, trusts, endowments and sell-side clients including
global, national, regional and electronic broker dealers. In 2013, our Global Execution Services segment did not have
any client that accounted for more than 10% of our commissions earned.

In this segment, we generally compete on market coverage, liquidity, anonymity, trading costs and client service,
including platform capabilities. KCG draws on in-house developed advanced trading technologies to meet client criteria
for best execution and managing trading costs. As a result, the Company is able to attract a diverse array of clients in
terms of strategy, size and style. KCG also provides algorithms and an execution management system that combine
advanced technology, access to the Company’s differentiated liquidity and support from experienced professionals to
help clients execute trades.

We offer clients a broad range of products and services and voice access to the global markets including sales
and trading for equities, ETFs, options, futures and fixed income securities. We also provide soft dollar and commission
recapture programs. Additionally, we provide buy-side clients with deep liquidity, actionable market insights, anonymity
and trade executions with minimal market impact and offer comprehensive trade execution services covering the depth
and breadth of the market. We handle large complex trades, accessing liquidity from our order flow, as well as other
sources.

The Knight Direct platform provides direct market access to U.S. and international equities, options, futures,
foreign exchange and commodities, whether self-directed, through the use of the Knight Direct and GETAIpha suites
of algorithms or via internal crossing through our Knight Match ATS.

KCG Hotspot FX provides electronic foreign exchange trading solutions to buy-side firms through its foreign
exchange ECN that provides clients with access to live, executable prices for 62 currency pairs as well as spot gold
and silver streamed by market maker banks and other clients. KCG Hotspot FX offers clients several access options
including direct high-speed connectivity and a traditional front-end application.

KCG BondPoint provides electronic fixed income trading solutions to sell-side firms. KCG BondPoint operates a
fixed income ECN that serves as an electronic inter-dealer system and allows clients to access live and executable



retail-sized offerings in corporate bonds, municipals, government agency, treasuries and certificates of deposits. KCG
BondPoint also provides front-end applications for brokers and advisors as well as a trading application for traders.

KCG Futures is an FCM which provides clients in the U.S. and Europe with futures execution and clearing services
to facilitate transactions among brokers, institutions and non-clearing FCMs on major U.S. and European futures and
options exchanges.

Knight Match and GETMatched are ATSs providing clients with an anonymous source of non-displayed liquidity.
Corporate and Other Segment

Our Corporate and Other segment invests principally in strategic financial service-oriented opportunities;
allocates, deploys and monitors all capital; and maintains corporate overhead expenses and all other income and
expenses that are not attributable to our other segments. The Corporate and Other segment contains functions that
support our other segments, such as self-clearing services, including stock lending activities. We self-clear substantially
all of our domestic and international equity, ETF and equity option order flow.

The Corporate and Other segment’s revenues include returns from strategic investments, interest income from
treasury investments and stock borrow activity, and otherincome. Operating expenses primarily consist of compensation
for certain senior executives and other employees of the corporate holding company, stock loan interest related to the
financing of our securities inventory, interest expense on our debt, legal and other professional expenses related to
corporate matters, directors’ fees, investor and public relations expenses and directors’ and officers’ insurance.

Competition

Our client offerings as well as our non-client market making, including our trade execution services, compete
primarily with similar products offered by domestic and international broker dealers, exchanges, ATSs, crossing
networks, ECNs and dark liquidity pools. We also compete with various market participants who utilize highly automated,
electronic trading models. Another source of competition is broker dealers who execute portions of their client flow
through internal market-making desks rather than sending the client flow to third party execution destinations, such as
KCG.

Our Market making segment competes primarily on the basis of our execution standards (including price, liquidity,
speed and other client-defined measures), client relationships, client service, payments for order flow and technology.
Over the past several years, regulatory changes, competition and the continued focus by regulators and investors on
execution quality and overall transaction costs have resulted in a market environment characterized by narrowed
spreads and reduced revenue capture. Consequently, maintaining profitability has become extremely difficult for many
firms. In general, improvements in execution quality, such as faster execution speed and greater price improvement,
have negatively impacted the ability to derive profitability from executing client order flow. For example, we have made,
and continue to make, changes to our execution protocols and quantitative models, which have had, or could have, a
significant impact on our profitability. To remain profitable, some competitors have limited or ceased activity in illiquid
or marginally profitable securities or, conversely, have sought to execute a greater volume of trades at a lower cost by
increasing the automation and efficiency of their operations.

Competition for order flow in the U.S. equity markets continues to be intense as reflected in publicly disclosed
execution metrics, i.e., SEC Rules 605 and 606. These rules, applicable to broker dealers, add greater disclosure to
execution quality and order-routing practices. Rule 605 requires market centers that trade national market system
securities to make available to the public monthly electronic reports that include uniform statistical measures of execution
quality on a security-by-security basis. Rule 606 requires broker dealers that route equity and option orders on behalf
of their customers to make publicly available quarterly reports that describe their order routing practices and disclose
the venues to which customer orders are routed for execution. These statistics on execution quality vary by order
sender based on their mix of business. This rule also requires the disclosure of payment for order flow arrangements
and internalization practices. The intent of this rule is to encourage routing of order flow to destinations based primarily
on the demonstrable quality of executions at those destinations, supported by the order entry firms’ fiduciary obligations
to seek to obtain best execution for their customers’ orders.

Our Global Execution Services venues compete with other electronic trading platforms for orders from institutional
firms and, to a lesser extent, with sales and trading teams at larger firms. Competition for business with institutional
clients is based on a variety of factors, including execution quality; research; soft dollar, commission sharing and
recapture services; technology; market access (including direct market access and execution algorithms); client
relationships; client service; cost; capital facilitation and reputation.
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We believe the trend toward increased competition and the growth of alternative trading venues will continue.
We may experience competitive pressures in these and other areas in the future as some of our competitors seek to
obtain greater market share by reducing prices.

Discontinued Operations

Management of the Company from time to time conducts a strategic review of its businesses and evaluates their
potential value in the marketplace relative to their current and expected returns. To the extent management and the
Company's Board of Directors determine a business may return a higher value to stockholders through a divestiture,
or is no longer core to the Company's strategy, management may pursue a sale process.

In July 2013, KCG entered into an agreement to sell to an investor group Urban Financial of America, LLC,
formerly known as Urban Financial Group, Inc. (“Urban”), the reverse mortgage origination and securitization business
that was previously owned by Knight. The transaction closed on November 30, 2013 and the results of Urban's
operations have been reported in Income from discontinued operations, net of tax on the Consolidated Statements of
Operations for the year ended December 31, 2013.

August 1, 2012 Technology Issue

On August 1, 2012, Knight experienced a technology issue at the opening of trading at the NYSE. This issue was
related to the installation of trading software and resulted in Knight's broker dealer subsidiary, Knight Capital Americas
LLC (“KCA”) (now known as KCG Americas LLC), sending numerous erroneous orders in NYSE-listed and NYSE Arca
securities into the market. Although this software was subsequently removed from Knight's systems, it resulted in
trading losses to Knight and subsequent related legal and professional costs of $468.1 million (the “August 1, 2012
Loss”). As this loss was incurred prior to the consummation of the Mergers, it is not included in KCG's Consolidated
Statement of Operations but various legal and other professional fees incurred after the Mergers are included.

Infrastructure

We continue to invest significant resources to expand our execution capacity, upgrade our trading systems and
infrastructure, enhance and strengthen our controls and we plan to make additional investments in technology and
infrastructure in the future. We’ve been reinforcing and bolstering our operational model to manage the complexities
of the combined firm. Our ability to identify and deploy emerging technologies that facilitate the execution of trades,
including developing and enhancing our quantitative client market making models and proprietary trading models, is
key to the successful execution of our business model. Technology has enhanced our capacity and ability to handle
order flow faster and also has been an important component of our strategy to comply with government and industry
regulations, achieve competitive execution standards, increase trading automation and provide superior client service.
We continually enhance our use of technology and quantitative models to further refine our execution services, develop
and enhance our non-client principal trading models and reduce trading costs. Following the events of August 1, 2012,
Knight took several remedial measures designed to strengthen and enhance its controls, and KCG has continued with
these endeavors following the Mergers.

We use our proprietary technology and technology licensed from third parties to execute trades, manage risk,
monitor the performance of our traders, assess our inventory positions and provide ongoing information to our clients.
We are electronically linked to institutions and broker dealers to provide immediate access to our trading operations
and facilitate the handling of client orders. Our business-to-business portal and Knight Link®, Knight Match, KCG
BondPoint, KCG Hotspot FX and Knight Direct platforms and the Knight Direct and GETAIpha suites of algorithms,
provide our clients with an array of tools to interact with our trading systems, multiple marketplaces throughout the
globe and most U.S. equity, ETF, options, fixed income and futures market centers.

We have developed a proprietary clearing platform in connection with our self-clearing activities and have deployed
a dedicated team of technology, operations, finance, legal and compliance professionals to support these efforts. We
self-clear substantially all of our domestic and international equity, ETF and equity option order flow.

Alternative trading and data center facilities are in place for our primary domestic operations. These facilities have
been designed to allow us to continue a substantial portion of our operations if we are prevented from accessing or
utilizing our primary office locations for an extended period of time. While we take significant steps to develop, implement
and maintain reasonable business continuity plans, we cannot guarantee that our alternative systems and facilities
will provide full continuity of operations should a significant business disruption occur.
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Intellectual Property and Other Proprietary Rights

Our success and ability to compete are dependent to a significant degree on our intellectual property, which
includes our execution technology, quantitative client market making and non-client principal trading models and
information regarding our client base. A large portion of our technology was developed internally, and we rely primarily
on trade secret, trademark, copyright, domain name, patent, commercial and contract law to protect our intellectual
property. It is our policy to enter into confidentiality, intellectual property invention assignment and/or non-competition
and non-solicitation agreements or restrictions with our employees, independent contractors and business partners
and to control access to and distribution of our intellectual property.

Government Regulation and Market Structure

Most aspects of KCG’s business are subject to extensive regulation under federal, state and international laws,
rules and regulations. Regulators in the U.S. and international jurisdictions continue to promulgate nhumerous rules
and regulations that may impact KCG’s business. In the U.S., these regulatory bodies include the SEC, the Commaodity
Futures Trading Commission ("CFTC"), FINRA, National Futures Association ("NFA"), NYSE, NASDAQ, other self-
regulatory organizations ("SROs"), and other regulatory bodies, such as state securities commissions. In Europe and
Asia, these regulatory bodies include the UK Financial Conduct Authority ("FCA"), the Singapore Exchange, the
Securities and Exchange Board of India ("SEBI"), and the Australian Securities and Investment Commission ("ASIC").
In addition, KCG is subject to various laws and rules in the countries in which it does business.

As a matter of public policy, regulatory bodies are charged with safeguarding the integrity of the financial markets
and protecting the interests of investors by ensuring that trading on their markets is reliable, transparent, competitive,
fair and orderly. Regulated entities, such as KCG, are subject to rules concerning all aspects of their business, including
trade practices, best execution for customers, anti-money laundering, capital adequacy, record retention, technology
implementation, risk management, supervision, and officer, supervisor and employee conduct. Failure to comply with
any of these laws, rules or regulations could result in administrative or court proceedings, censures, fines, the issuance
of cease-and-desist orders, injunctions or the suspension or disqualification of the entity and/or its officers, supervisors
or employees.

Legislation and regulatory requirements and market structure changes have had an impact on KCG'’s regulated
subsidiaries by directly affecting their method of operation and, at times, their profitability by imposing significant
obligations and restraints on KCG and its affiliates. These increased obligations and restraints require the
implementation and maintenance of internal practices, procedures and controls, which have increased KCG’s costs
and may subject KCG to regulatory inquiries, claims or penalties.

The regulatory environment in which KCG operates is subject to constant change. KCG’s business, financial
condition and operating results may be adversely affected as a result of new or revised legislation or regulations
imposed in the U.S. and abroad by regulatory authorities, applicable state agencies and administrative departments
and other regulatory bodies. Additional regulations or changes in interpretations or enforcement of existing laws and
rules often directly affect the method of operation and profitability of KCG. KCG cannot predict what effect, if any, such
changes might have on its subsidiaries. However, there have been, and could be, significant technological, operational
and compliance costs associated with the obligations that derive from compliance with such laws, rules and regulations.

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the "Dodd-Frank Act") was
enacted in the U.S. Implementation of the Dodd-Frank Act continues to be accomplished through extensive rulemaking
by the CFTC, SEC and other governmental agencies. The Dodd-Frank Act and the current rulemaking to implement
this law are not currently expected to have a material impact on KCG'’s business. It is possible, however, that future
rulemaking or changes to the market structure and practices in response to the Dodd-Frank Act may impact KCG’s
businesses.

The SEC and other regulatory bodies have recently enacted and are actively considering rules that may affect
the operation and profitability of KCG. In particular, on August 1, 2012, SEC Rule 613 was published in the Federal
Register. This rule requires the securities exchanges and FINRA to act jointly in developing a national market system
plan to develop, implement, and maintain a consolidated audit trail ("CAT"), with respect to the trading of listed equity
securities and listed options. Once implemented, maintaining a CAT will impose substantial new reporting requirements
on broker dealers, such as KCG. In addition, the SEC proposed Regulation SCI in March 2013. If adopted, Regulation
SCI will require members of exchanges and broker dealer operators of alternative trading systems with significant
volume to meet new requirements regarding testing and systems integrity.
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The SEC may also consider proposing other market structure changes. In January 2010, the SEC published a
Concept Release that asked for comment on issues such as high frequency trading, co-location, internalization, and
markets that do not publicly display price quotations, including dark liquidity pools. These topics and others, such as
the use of rebates by exchanges, could be included in any comprehensive review of US equity market structure by
the SEC, for which there is recent and growing support.

The financial services industry in many countries is heavily regulated, much like in the U.S. The compliance
requirements of these different regulatory jurisdictions and other factors may limit KCG’s ability to conduct business
or expand internationally. For example, the review of Markets in Financial Instruments Directive ("MiFID"), which was
implemented in November 2007, is nearing completion. Proposed changes to MiFID, which consist of a directive called
MIFID 2 and regulations called MiFIR, are expected to be finalized in April 2014. The adoption of MiFID 2/MiFIR will
include many changes likely to affect KCG’s business. For example, the changes will require firms like KCG and other
market participants to conduct all trading on European markets through authorized investment firms. MiFID 2/MiFIR
will also require market makers, including KCG, to post firm quotes at competitive prices and will supplement current
requirements with regard to investment firms’ risk controls related to the safe operation of electronic systems. MiFID
2/MiFIR may also impose additional requirements on trading platforms on which KCG trades, such as circuit breakers,
synchronization of business clocks and flagging of algorithms. The implementation of these new requirements is
tentatively planned for the second half of 2016 and may impose technological and compliance costs on KCG as a
participant in those trading platforms.

In addition, France and ltaly have adopted financial transaction taxes ("FTTs"). These taxes have not had a
material impact on KCG'’s profitability, however, changes to or expansion of these FTTs could impact KCG’s business.
In addition, eleven European Union ("EU") Member States are working to agree on FTTs under the EU’s enhanced
cooperation procedure, which would apply the FTTs only in those Member States that volunteered to participate in the
FTTs. The scope of instruments and transactions that may be covered by these FTTs is still under discussion and it
is, therefore, premature to determine the impact of such FTTs on KCG’s business. However, any FTTs may have a
material effect on KCG's business, financial condition and operating results.

For risks related to government regulation and market structure, see "Risk Factors - Regulatory and legal
uncertainties could harm KCG's business" included in Part |, Item 1A herein.

Net Capital Requirements

Certain of our subsidiaries are subject to the SEC’s Uniform Net Capital Rule or capital adequacy requirements
by foreign regulators. These rules, which specify minimum net capital requirements for registered broker dealers, are
designed to measure the general financial integrity and liquidity of a broker dealer and require that at least a minimum
part of their assets be keptin relatively liquid form. In general, net capital is defined as net worth (assets minus liabilities),
plus qualifying subordinated borrowings and certain discretionary liabilities, less certain mandatory deductions that
result from excluding assets that are not readily convertible into cash and from valuing conservatively certain other
assets. Among these are deductions of non-allowable assets and adjustments, commonly called haircuts, which reflect
the possibility of a decline in the fair value of an asset before disposition.

Failure to maintain the required net capital may subject a firm to suspension or revocation of registration by the
SEC or FCA and suspension or expulsion by FINRA and other regulatory bodies, and ultimately could require the
relevant entity’s liquidation. The Uniform Net Capital Rule prohibits payments of dividends, redemption of stock, the
prepayment of subordinated indebtedness and the making of any unsecured advance or loan to a stockholder, employee
or affiliate, if such payment would reduce the firm’s net capital below required levels.

A change in the Uniform Net Capital Rule or other similar rules effected by foreign regulatory authorities, the
imposition of new rules or any unusually large charges against net capital could limit those operations that require the
intensive use of capital and also could restrict our ability to withdraw capital from our broker dealer subsidiaries. A
significant operating loss or any unusually large charge against net capital could adversely affect our ability to expand
or even maintain our present levels of business.

For additional discussion related to net capital, see Footnote 22 “Net Capital Requirements” included in Part I,
Item 8 “Financial Statements and Supplementary Data” of this document.

Employees

At December 31, 2013, our headcount was 1,229 full-time employees, compared to 1,397 full-time employees
(excluding employees of Urban) at July 1, 2013, the Merger date, and 409 full-time employees at GETCO at December
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31, 2012. The decrease in headcount from July 1 is primarily due to reductions in workforce completed following the
Mergers. Of our 1,229 full-time employees at December 31, 2013, 1,042 were employed in the U.S. and 187 outside
the U.S., primarily in London. None of our employees are subject to a collective bargaining agreement. We believe
that our relations with our employees are good.

Item 1A. Risk Factors

A number of industry-related and other risks may adversely affect the business, financial condition and operating
results of KCG. Additional risks and uncertainties not currently known to KCG also may adversely affect its business,
financial condition and/or operating results in a material manner. In addition, KCG may also be affected by general
risks not directly related to its business, including, but not limited to, acts of war, terrorism and natural disasters. KCG
cannot assure that the risks described below or elsewhere in this or other of its reports filed or furnished with the SEC
are a complete set of all potential risks KCG may face.

Conditions in the financial services industry and the securities markets may adversely affect KCG’s
trading volumes and market liquidity

KCG’s revenues are primarily transaction-based, and declines in global trading volumes, volatility levels, securities
prices, commission rates or market liquidity could adversely affect the business and its profitability. There may be
periods when market conditions may have an adverse impact on KCG’s business and profitability. The level of activity
in the markets in which KCG conducts business is directly affected by numerous national and international factors that
are beyond KCG’s control, including economic, political and market conditions, the availability of short-term and long-
term funding and capital, the level and volatility of interest rates, legislative and regulatory changes and currency values
and inflation. Declines in the volume of equities, fixed income and other financial instruments will generally result in
lower revenues from market making and transaction execution activities. Lower levels of volatility, which tends to
correlate with trading volumes, will have the same directional impact. Lower price levels of securities and other
instruments, as well as tighter spreads, can result in reduced revenue capture, and thereby reduced profitability from
trade executions. Increased competition can pressure commission rates, spreads and related fee schedules. Declines
in market values of securities or other financial instruments can resultinilliquid markets, which can increase the potential
for losses on securities or other instruments held in inventory, the failure of buyers and sellers to fulfill their obligations
and settle their trades, and increases in claims and litigation. Accordingly, reductions in trading volumes, volatility levels,
securities prices, commission rates or market liquidity could materially affect KCG’s business and profitability.

KCG'’s future operating results may fluctuate significantly as a result of numerous factors

KCG may experience significant variation in its future results of operations. Fluctuations in its future performance
may result from numerous factors, including, among other things, global financial market conditions and the resulting
competitive, credit and counterparty risks; cyclicality, seasonality and other economic conditions; the value of KCG's
securities positions and other financial instruments and KCG's ability to manage the risks attendant thereto; the volume,
notional dollar value traded and volatility levels within the core markets where KCG's market making and trade execution
businesses operate; the composition, profile and scope of our relationships with institutional, broker dealer and bank
clients; the performance, size and volatility of KCG's client market making portfolios; the performance, size and volatility
of KCG's non-client exchange-based trading activities; the overall size of KCG's balance sheet and capital usage;
impairment of goodwill and/or intangible assets; the performance of KCG's global operations, trading technology and
technology infrastructure; the effectiveness of KCG's self-clearing and futures platforms and KCG's ability to manage
risks related thereto; the availability of credit and liquidity in the marketplace; KCG's ability to prevent erroneous trade
orders from being submitted due to technology or other issues (such as the events that affected Knight on August 1,
2012) and avoiding the consequences thereof; the performance and operation of, and connectivity to, various market
centers; KCG's ability to manage personnel, compensation, overhead and other expenses, including KCG's occupancy
expenses under KCG's office leases and expenses and charges relating to legal and regulatory proceedings; the
strength of KCG's client relationships; changes in payments for order flow; changes to execution quality and changes
in clearing, execution and regulatory transaction costs; interest rate movements; the addition or loss of executive
management, sales, trading and technology professionals; geopolitical, legislative, legal, regulatory and financial
reporting changes specific to financial services and global trading; legal or regulatory matters and proceedings; the
Mergers and the costs and integration associated therewith; the amount, timing and cost of business divestitures/
acquisitions or capital expenditures; the integration, performance and operation of acquired businesses; the incurrence
of costs associated with acquisitions and dispositions; investor sentiment; and technological changes and events.
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Such factors may also have an impact on KCG's ability to achieve its strategic objectives, including, without
limitation, increases in market share, growth and profitability in the businesses in which KCG operates. If demand for
KCG's services declines or our performance deteriorates significantly due to any of the above factors, and KCG is
unable to adjust its cost structure on a timely basis, KCG's operating results could be materially and adversely affected.
As a result of the foregoing factors, period-to-period comparisons of KCG's revenues and operating results are not
necessarily meaningful, and such comparisons cannot be relied upon as indicators of future performance. There also
can be no assurance that KCG will be able to continue to achieve the level of revenues that KCG has experienced in
the past or that KCG will be able to improve its operating results.

KCG trading activities expose it to the risk of significant losses

KCG conducts the majority of its trading activities as principal, which subjects its capital to significant risks. These
activities involve the purchase, sale or short sale of securities and other financial instruments for KCG’s own account
and, accordingly, involve risks of price fluctuations and illiquidity, or rapid changes in the liquidity of markets that may
limit or restrict KCG'’s ability to either resell securities or other financial instruments KCG purchases or to repurchase
securities or other financial instruments KCG sells in such transactions. From time to time, KCG may have large position
concentrations in securities or other financial instruments of a single issuer or issuers engaged in a specific industry,
which could result in higher trading losses than would occur if KCG’s positions and activities were less concentrated.
KCG’s broker dealer subsidiaries have not historically maintained such large position concentrations in the ordinary
course of their businesses, but have nonetheless occasionally acquired or held such positions as a result of various
market conditions or other unusual facts or circumstances. The performance of KCG’s trading activities primarily
depends on its ability to attract order flow, the composition and profile of its order flow, the dollar value of securities
and other financial instruments traded, the performance, size and volatility of KCG’s market making portfolios, the
performance, size and volatility of KCG’s client and non-client principal trading activities (including high frequency
trading), market interaction, the skill of KCG’s trading personnel, the ability of KCG to design, build and effectively
deploy the necessary technologies and operations to support all of its trading activities and enable KCG to remain
competitive, general market conditions, effective hedging strategies and risk management processes, the price volatility
of specific securities or other financial instruments, and the availability and allocation of capital. To attract order flow,
KCG must be competitive on price, size of securities positions and other financial instruments traded, liquidity offerings,
order execution speed, technology, reputation, payment for order flow and client relationships and service. In KCG’s
role as a market maker, it attempts to derive a profit from the difference between the prices at which it buys and sells
securities. However, competitive forces and regulatory requirements often require KCG to match, or improve upon,
the quotes other market makers display and to hold varying amounts of securities in inventory. By having to maintain
inventory positions, KCG is subject to a high degree of risk. There can be no assurance that KCG will be able to manage
such risk successfully or that KCG will not experience significant losses from such activities, such as the losses related
to the events that occurred at Knight on August 1, 2012. KCG trades with others who have different information than
it does, and as a result, KCG may accumulate unfavorable positions preceding large price movements in companies.
Should the frequency or magnitude of these events increase, KCG’s losses will likely increase correspondingly. All of
the above factors could have a material adverse effect on KCG’s business, financial condition and operating results.

KCG’s market making activities have been and may be affected by changes in the levels of market volatility

Certain of KCG’s market making activities depend on market volatility to provide trading and arbitrage opportunities
to KCG’s clients, and decreases in volatility may reduce these opportunities and adversely affect the results of these
activities. On the other hand, increased volatility, while it can increase trading volumes and spreads, also increases
risk as measured by Value-at-Risk, which we refer to as VaR, and may expose us to increased risks in connection with
market making activities or cause KCG to reduce its market making positions in order to avoid increasing VaR. Limiting
the size of KCG’s market making positions can adversely affect profitability. In periods when volatility is increasing, but
asset values are declining significantly, it may not be possible to sell assets at all or it may only be possible to do so
at steep discounts. In such circumstances we may be forced to either take on additional risk or to incur losses in order
to decrease our VaR.
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The valuation of the financial instruments KCG holds may result in large and occasionally anomalous
swings in the value of its positions and in its earnings in any period

The market prices of KCG’s long and short positions are reflected on its books at closing prices which are typically
the last trade price before the official close of the primary exchange on which each such security trades. Given that
KCG manages a globally integrated portfolio, it may have large and substantially offsetting positions in securities that
trade on different exchanges that close at different times of the trading day. As a result, there may be large and
occasionally anomalous swings in the value of KCG’s positions daily and, accordingly, in its earnings in any period.
This is especially true on the last business day of each calendar quarter.

KCG may fail to realize the anticipated benefits of the combination of GETCO and Knight

The success of KCG will depend on, among other things, KCG’s continued ability to combine the businesses of
GETCO and Knight in a manner that permits growth opportunities and does not materially disrupt the existing customer
relationships of KCG nor result in materially decreased revenues due to loss of customers. If KCG is not able to
successfully achieve these objectives, the anticipated benefits of the Mergers may not be realized fully or may take
longer to realize than expected.

Business combinations involve numerous risks, including difficulties in the assimilation of the operation, systems,
controls and technologies of the companies and the diversion of management’s attention from other business concerns.
This is the case particularly in the fiscal quarters immediately following the completion of a business combination
because the operations of the businesses are integrated during this period. Achievement of the benefits expected from
the Mergers have required, and in the future may require, KCG to incur significant cost in connection with, among other
things, implementing financial and operating systems, and integrating technology platforms. KCG may not accurately
anticipate all of the changing demands that the Mergers may impose on management, its operational and financial
systems and its technology infrastructure.

Further it is possible that the continued integration process could result in the disruption of KCG’s ongoing
businesses and relationships or cause issues with standards, controls, procedures and policies that adversely affect
the ability of KCG to maintain relationships with customers and employees or to achieve the anticipated benefits of
the Mergers.

The market price of KCG Class ACommon Stock may decline if, among other factors, the integration of the Knight
and GETCO businesses is unsuccessful, the operational cost savings estimates are not realized or key employees
leave KCG. The market price of KCG Class A Common Stock also may decline if KCG does not achieve the perceived
benefits of the Mergers as rapidly as, or to the extent, anticipated by financial or industry analysts or if the effect of the
Mergers on KCG’s financial results is not consistent with the expectations of financial or industry analysts.

Regulatory and legal uncertainties could harm KCG’s business

The capital markets industry in the U.S. and the foreign jurisdictions in which KCG conducts its business is subject
to extensive oversight under federal, state and applicable foreign laws, rules and regulations, as well as the rules of
SROs. Broker dealers, investment advisors and financial services firms are subject to regulations concerning all aspects
of their businesses, including trade practices, best execution practices, capital adequacy, record-keeping, anti-money
laundering, fair and requisite disclosure, and the conduct of their officers, supervisors and employees. KCG’s operations
and profitability may be directly affected by, among other things, additional legislation or regulation, or changes in rules
promulgated by domestic or foreign governments or regulators; and changes in the interpretation or enforcement of
existing laws, regulations and rules. Failure to comply with these laws, rules or regulations could result in, among other
things, administrative or court proceedings, censure, fines, the issuance of cease-and-desist orders or injunctions, loss
of membership, or the suspension or disqualification of the market participant or broker dealer, and/or their officers,
supervisors or employees. KCG'’s ability to comply with applicable laws, regulations and rules is largely dependent on
its internal systems to ensure compliance, as well as its ability to attract and retain qualified compliance personnel.
Each of KCG'’s regulators engages in a series of periodic and special examinations and investigations to monitor
compliance with such laws, rules and regulations that may result in disciplinary actions in the future due to alleged
noncompliance. KCG is currently the subject of regulatory reviews and investigations that may result in disciplinary
actions, including the imposition of fines and penalties, in the future due to alleged non-compliance.

Federal, state and foreign legislators, regulators and SROs are constantly proposing, or enacting, new regulations
which may impact KCG’s business. These include rules regarding, among others, a CAT designed to improve the
ability of the SEC and others to oversee trading in the U.S. securities markets, private or over-the-counter markets,
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sometimes referred to as dark liquidity pools, increased transaction and other fees, transaction taxes, enhanced
requirements regarding market access (including SEC Rule 15¢3-5) and for technology testing and implementation,
increased obligations for market makers, higher capital requirements, and order routing limitations. A number of new
regulations that impact market makers were recently either adopted or implemented. In particular, on August 1, 2012,
SEC Rule 613 was published in the Federal Register. This rule requires the securities exchanges and FINRA to act
jointly in developing a national market system plan to develop, implement, and maintain a CAT, with respect to the
trading of listed equity securities and listed options. Once implemented, the CAT will impose substantial new reporting
requirements on broker dealers, such as KCG. In addition, the SEC proposed Regulation SClin March 2013. If adopted,
Regulation SCI will require members of exchanges and broker dealer operators of alternative trading systems with
significant volume to meet new requirements regarding testing and systems integrity. Additionally, Section 31 fees,
sometimes described as “SEC Fees”, are reviewed regularly. These could increase substantially in the future in order
to recover the costs incurred by the government, including the SEC, for supervising and regulating the securities
markets.

Further, in January 2010, the SEC issued a Concept Release seeking public comment on certain market structure
issues such as high frequency trading, the colocation of servers with exchange matching engines, off-exchange trading,
including internalization where brokers match orders with their own inventory, and markets that do not publicly display
price quotations including dark liquidity pools. In particular, high frequency trading continues to be a controversial
feature of modern markets and regulatory scrutiny by federal, state and foreign regulators and SROs is likely to continue.
Although no rules have yet been proposed in the U.S., there are market participants that continue to call upon the U.S.
Congress and the SEC to make changes to limit high-frequency trading and these changes could impact KCG’s
business negatively.

In addition, the financial services industry in many foreign countries is heavily regulated, much like the U.S. The
varying compliance requirements of these different regulatory jurisdictions and other factors may limit KCG’s ability to
conduct business or expand internationally. For example, the review of MiFID, which was implemented in November
2007, is nearing completion. Proposed changes to MiFID, which consist of a directive called MiFID 2, and regulations
called MiFIR, are expected to be finalized in April 2014.The adoption of MiFID 2/MiFIR will include many changes likely
to affect KCG’s business. For example, the changes will require firms like KCG and other market participants to conduct
all trading on European markets through authorized investment firms. MiFID 2/MiFIR will also require market makers,
including KCG, to post firm quotes at competitive prices and will supplement current requirements with regard to
investment firms’ risk controls related to the safe operation of electronic systems. MiFID 2/MiFIR may also impose
additional requirements on trading platforms on which KCG trades, such as circuit breakers, synchronization of business
clocks, and flagging of algorithms. The implementation of these new requirements is tentatively planned for the second
half of 2016 and may impose technological and compliance costs on KCG as a participant in those trading platforms.

In addition, public debate in Europe regarding high-frequency trading is leading policymakers to consider laws
and regulations that may impact KCG’s business. For example, France and ltaly have adopted FTTs. These taxes
have not had a material impact on KCG’s profitability, however, changes to or expansion of these FTTs could impact
KCG’s business. In addition, eleven EU Member States are working to agree on FTTs under the EU’s enhanced
cooperation procedure, which would apply the FTTs only in those Member States that volunteered to participate in the
FTTs. The scope of instruments and transactions that may be covered by these FTTs are still under discussion and it
is, therefore, premature to determine the impact of such FTTs on KCG’s business. However, any FTTs may have a
material effect on KCG's business, financial condition and operating results. In addition, in Germany, proposed
legislation could, among other things, place limits on order-to-execution ratios and require all high-frequency traders
on German exchanges to be authorized to trade in Germany.

Any of these laws, rules or regulations, if adopted, as well as any regulatory or legal actions or proceedings,
changes in legislation or regulation, and changes in market customs and practices could have a material adverse effect
on KCG’s business, financial condition and operating results.

KCG’s business is subject to substantial risk from litigation, regulatory investigations and potential
liability under federal, state and international laws, rules and regulations

Many aspects of KCG’s business involve substantial risks of liability. KCG is exposed to potential liability under
federal, state and foreign securities laws, other federal, state and foreign laws and court decisions, as well as rules
and regulations promulgated by U.S. and foreign regulators. KCG is also subject to the risk of potential litigation. From
time to time, KCG and its subsidiaries and certain of their past and present officers, directors and employees, are, and
KCG may be in the future, named as parties in legal actions, regulatory investigations and proceedings, arbitrations
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and administrative claims and have been subject to claims alleging the violation of such laws, rules and regulations,
some of which have resulted in the payment of fines, awards, judgments and settlements. Moreover, KCG may be
required to indemnify past and present officers, directors and employees in regards to these matters. Certain corporate
events, such as a reduction in KCG’s workforce, could also result in additional litigation or arbitration. KCG could incur
significant legal expenses in defending such litigations or proceedings.

As described further in Part I, Item 3, "Legal Proceedings" of this Form 10-K, in October 2013, KCA, a broker
dealer subsidiary of KCG, reached a settlement with the SEC relating to the August 1, 2012 technology issue. Under
the terms of the settlement order issued to KCA by the SEC, KCA is required to cease and desist from committing
future violations of SEC Rule 15¢3-5, the Market Access Rule, and Rules 200(g) and 203(b) of Regulation SHO, the
Short Sale Rules. As a result of the settlement order, KCG may be subject to heightened regulatory scrutiny from the
SEC and other regulators with respect to violations of the Market Access Rule, the Short Sale Rules and other SEC
rules and regulations. In addition, the settlement agreement contains substantive obligations that KCA must comply
with. A failure to comply with the terms of the settlement could result in additional actions against KCA.

An adverse resolution of any current or future lawsuits, legal or regulatory proceedings or claims against KCG
could have a material adverse effect on its business and reputation, financial condition and operating results.

KCG faces risks related to the events of August 1, 2012

Knight experienced a technology issue at the opening of trading at the NYSE on August 1, 2012. This issue was
related to its installation of trading software and resulted in Knight’'s broker dealer subsidiary, KCA, sending numerous
erroneous orders in NYSE-listed and NYSE Arca securities into the market. Although this software was subsequently
removed from Knight's systems and the software issue was limited to the routing of certain NYSE-listed stocks, it
resulted in Knight realizing a pre-tax loss including related legal and professional fees of approximately $468.1 million.
This severely impacted Knight's capital base and business operations, and Knight experienced reduced order flow,
liquidity pressures and harm to customer and counterparty confidence.

As a result of this technology issue and its impact, Knight is currently subject to litigation by former Knight
stockholders alleging that they were damaged by this technology issue. In addition, as described further in "Legal
Proceedings" in Part I, Item 3 of this Form 10-K, in October 2013, KCA reached a settlement with the SEC, in which
KCA, without admitting or denying the findings, consented to the issuance of a settlement order. As a condition of that
settlement, KCA was required to retain an independent consultant to conduct a comprehensive review of KCA’s
compliance with the SEC’s Market Access Rule, which we refer to as the Independent Compliance Review. Other
regulatory or governmental agencies may decide to conduct further investigations into similar issues and related
matters. While KCG is unable to predict the outcome of any existing or future litigation or regulatory or governmental
investigation, an unfavorable outcome in one or more of these matters could have a material adverse effect on KCG’s
financial condition or ongoing operations. In addition, KCG may incur significant expenses in defending against the
existing litigation or any other future litigation, or in connection with any regulatory or governmental investigations, and
in implementing technical changes and remedial measures which may be required pursuant to the Independent
Compliance Review or otherwise necessary or advisable. KCG may also be required to take remedial steps that could
be burdensome for its business operations.

Additionally, if existing or potential future clients and/or counterparties do not believe that KCG has addressed
the technology issues related to the events of August 1, 2012, or if they have concerns about future technology issues,
this could cause existing or future customers of KCG to lose confidence in KCG’s systems and could adversely affect
its reputation and its ability to attract or maintain customers and counterparty relationships. In the event that KCG is
not able to restore the confidence of former Knight customers or counterparties, KCG may experience reduced business
activity inits trading, market making and other businesses, which could adversely impact the results of KCG’s operations.

Substantial competition could reduce KCG’s market share and harm KCG’s financial performance

All aspects of KCG’s business are intensely competitive. KCG faces competition in its businesses primarily from
global, national and regional broker dealers, exchanges, and ATSs. ATSs include crossing networks that match orders
in private or without a public quote, electronic communication networks that match orders off-exchange based on a
displayed public quote or ECNs, and dark liquidity pools which offer a variety of market models enabling investors to
trade off-exchange. Equities competition is based on a number of factors, including KCG’s execution standards (e.g.,
price, liquidity, speed and other client-defined measures), client relationships and service, reputation, payment for order
flow, market structure, product and service offerings, and technology. KCG will continue to face intense competition in
connection with all of its trading activities, and KCG’s ability to effectively compete will depend on a number of factors
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including its ability to design, build and effectively deploy the necessary technologies and operations to support all of
its trading activities. A number of competitors of KCG’s businesses have greater financial, technical, marketing and
other resources than KCG. Some of KCG’s competitors offer a wider range of services and financial products than
KCG does and have greater name recognition and a more extensive client base. These competitors may be able to
respond more quickly than KCG to new or evolving opportunities and technologies, market changes, and client
requirements and may be able to undertake more extensive promotional activities and offer more business attractive
terms to clients including larger order flow rebate payments. Moreover, current and potential competitors have
established or may establish cooperative relationships among themselves or with third parties or may consolidate to
enhance their services and products. It is possible that new competitors, or alliances among competitors, may also
emerge and they may acquire significant market share. The trend toward increased competition in KCG'’s businesses
is expected to continue and it is possible that KCG’s competitors may acquire increased market share.

As a result of the above, there can be no assurance that KCG will be able to compete effectively with current or
future competitors, which could have a material adverse effect on KCG’s business, financial condition and operating
results.

KCG could lose significant sources of revenues if it loses any of its larger clients

At times, a limited number of clients could account for a significant portion of KCG’s order flow, revenues and
profitability, and KCG expects a large portion of the future demand for, and profitability from, its trade execution services
to remain concentrated within a limited number of clients. The loss of one or more larger clients could have an adverse
effect on KCG’s revenues and profitability in the future.

None of KCG’s clients is currently contractually obligated to utilize KCG for trade execution services and,
accordingly, these clients may direct their trade execution activities to other execution providers or market centers at
any time. Some of these clients have grown organically or acquired market makers and specialist firms to internalize
order flow or will have entered into strategic relationships with competitors. There can be no assurance that KCG will
be able to retain these major clients or that such clients will maintain or increase their demand for KCG’s trade execution
services. Further, the continued integration of Knightand GETCO could resultin disruption to KCG’s ongoing businesses
and relationships or cause issues with standards, controls, procedures and policies that adversely affect the ability of
KCG to maintain relationships with customers, or to solicit new customers. The loss, or a significant reduction, of
demand for KCG’s services from any of these clients could have a material adverse effect on KCG’s business, financial
condition and operating results.

KCG is highly dependent on key personnel

KCG is highly dependent on a limited number of key personnel. KCG’s success is dependent to a large degree
on its ability to retain the services of its existing key executives and to attract and retain additional qualified personnel
in the future. Competition for such personnel is intense. The loss of the services of any of KCG’s key executives or
the inability to identify, hire and retain necessary highly qualified executive management in the future could have a
material adverse effect on KCG’s business, financial condition and operating results.

KCG’s success also depends, in part, on the highly skilled, and often specialized, individuals KCG employs. KCG’s
ability to attract and retain management, trading, market making, sales and technology professionals, as well as
quantitative analysts and programmers is important to KCG’s business strategy. KCG strives to provide high quality
services that allow it to establish and maintain long-term relationships with its clients. KCG’s ability to do so depends,
in large part, upon the individual employees who represent KCG in its dealings with such clients. There can be no
assurance that KCG will not lose such professionals due to increased competition or other factors in the future, or that
such professionals will not leave KCG voluntarily. The loss of sales, trading or technology professionals, particularly
senior professionals with broad industry or technical expertise and long-term relationships with clients, could have a
material adverse effect on KCG'’s business, financial condition and operating results.

KCG has significant leverage

Although KCG has repaid a significant portion of its indebtedness incurred in connection with the Mergers,
approximately $440.0 million aggregate principal amount of such indebtedness as well as $117.3 million of Convertible
Notes remains outstanding as of the date of this report, which reflects the $100.0 million repayment in January 2014,
see Footnote 25 "Subsequent Events" to the Company's Consolidated Financial Statements included in Part Il, Item
8 "Financial Statements and Supplementary Data" herein. This leverage may have important negative consequences
for KCG and its stockholders, including:
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* increasing its vulnerability to general adverse economic and industry conditions;

* requiring it to dedicate a portion of its cash flow from operations to payments on its indebtedness, thereby
reducing the availability of cash flow to fund working capital, capital expenditures, acquisitions and investments
and other general corporate purposes;

* making it difficult for it to optimally manage the cash flow for its businesses;
« limiting its flexibility in planning for, or reacting to, changes in its businesses and the markets in which it operates;
« placing it at a competitive disadvantage compared to its competitors that have less debt;

« subjecting it to a number of restrictive covenants that, among other things, limit its ability to pay dividends and
distributions, make acquisitions and dispositions, borrow additional funds, and make capital expenditures and
other investments, and

* exposing it to interest rate risk due to the variable interest rate on borrowings under its credit facility.

KCG'’s ability to make payments of the principal on and refinance its indebtedness will depend on its future
performance, its ability to generate cash flow and market conditions, each of which is subject to economic, financial,
competitive and otherfactors beyond its control. KCG’s business may not continue to generate cash flow from operations
sufficient to service its debt and make necessary capital expenditures. If KCG is unable to generate such cash flow, it
may be required to adopt one or more alternatives, such as selling assets, restructuring debt, undertaking additional
borrowings or issuing additional debt or obtaining additional equity capital on terms that may be onerous or highly
dilutive to current shareholders. KCG’s ability to refinance all or a portion of its indebtedness will depend on KCG's
financial condition and its ability to access the capital markets and the credit markets. KCG may not be able to engage
in any of these activities or engage in these activities on desirable terms, which could result in increased financing
costs or a default on its debt obligations.

KCG may be unable to remain in compliance with the financial maintenance and other affirmative and
negative covenants contained in its debt instruments and the obligation to comply with such covenants may
adversely affect its ability to operate its business

KCG'’s current debt instruments contain financial maintenance and other affirmative and negative covenants that
impose significant requirements on KCG and limit its ability to engage in certain transactions or activities. In addition,
in the future KCG may enter into other debt instruments with covenants different from, and potentially more onerous
than, those expected to be included in the KCG debt facilities. These covenants could limit KCG's flexibility in managing
its businesses. Further, there can be no assurance that KCG will be able to generate sufficient earnings to enable KCG
to satisfy the financial maintenance and other affirmative and negative covenants included in its debt instruments. In
the event that KCG is unable to either comply with these restrictions and other covenants or obtain waivers from its
lenders, KCG would be in default under these debt instruments and, among other things, the repayment of KCG’s debt
could be accelerated by its lenders. In such case, KCG might not be able to repay its debt or borrow sufficient funds
to refinance its debt on commercially reasonable terms, or on terms that are acceptable to KCG, resulting in a default
on its debt obligations, which could have an adverse effect on its financial condition.

In connection with the Mergers, KCG entered into a first lien credit facility and assumed the second lien senior
secured notes, which contain customary affirmative and negative covenants for facilities of their type and customary
exceptions, qualifications and “baskets” which provide KCG exceptions to certain of the negative covenant restrictions
on its business up to certain specified amounts. The negative covenants include, among other things, limitations on
indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, prepayments of other indebtedness, modifications of organizational documents
and other material agreements, restrictions on subsidiaries, capital expenditures, issuance and repurchases of capital
stock, negative pledges and business activities.

The first lien credit facility also has financial maintenance covenants establishing a maximum consolidated first
lien leverage ratio, a minimum consolidated interest coverage ratio and a minimum consolidated tangible net worth.
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KCG may be able to incur substantially more debt and take other actions that could diminish its ability
to make payments on its indebtedness when due, which could further exacerbate the risks associated with
its current level of indebtedness.

Despite KCG’s indebtedness level and the negative covenants contained in the first lien credit facility and second
lien senior secured notes, KCG may be able to incur substantially more indebtedness in the future. KCG is not fully
restricted under the terms of the credit agreement for the first lien credit facility or the indenture for the second lien
senior secured notes from incurring additional debt, securing existing or future debt, recapitalizing KCG’s debt or taking
a number of other actions, including certain additional indebtedness incurred in the ordinary course of business by
KCG’s broker dealer subsidiaries and certain other regulated subsidiaries, any of which additional indebtedness could
diminish KCG'’s ability to make payments on its indebtedness when due and further exacerbate the risks associated
with KCG'’s current level of indebtedness. If new debt is added to KCG’s or any of its existing and future subsidiaries'
current debt, the related risks that KCG now faces could intensify.

KCG'’s principal stockholders own a substantial percentage of KCG’s Class A Common Stock, which
could limit the ability of other stockholders to influence corporate matters or result in actions that the other
stockholders do not believe to be in KCG'’s interests or their interests

As of February 24, 2014, 2014 KCG’s four largest stockholders beneficially owned an aggregate of approximately
55% of KCG’s outstanding Class A Common Stock (including restricted stock units) (or 60%, assuming exercise of the
KCG warrants held by these holders in full) based on the most recent Schedule 13D or 13G filed by the holders. As
aresult, these large stockholders may be able to exert influence over KCG’s affairs and policies, including the election
of directors and the approval of mergers, acquisitions and other extraordinary transactions. In addition, three of the
largest stockholders hold four seats on KCG’s board of directors This concentrated control will limit the ability of the
remaining stockholders to influence corporate matters, and the interests of the large stockholders may not coincide
with KCG’s interests or the interests of the remaining stockholders. The concentration of ownership may also have the
effect of delaying, preventing or deterring a change of control of KCG, could deprive KCG’s stockholders of an opportunity
to receive a premium for their common stock as part of a sale of KCG and might ultimately affect the market price of
KCG’s common stock.

These large stockholders may seek to sell large portions of KCG Class A Common Stock in one or a series of
related transactions, including through block trades, 10b5-1 sales plans or underwritten secondary offerings. In
connection with the Mergers, certain of these stockholders were granted registration rights, which, subject to certain
limitations, require KCG to assist such stockholders in conducting one or more registered offerings of all or a portion
of their holdings. Any significant sales of KCG Class A Common Stock or any market perception of future sales of KCG
Class A Common Stock may result in a decrease in the trading price of KCG’s Class A Common Stock.

Shares of KCG Class A Common Stock are subject to dilution as a result of exercise of the warrants

The shares of KCG Class ACommon Stock are subject to dilution upon exercise of KCG’s warrants. Approximately
24.3 million shares of KCG Class A Common Stock may be issued in connection with exercise of the warrants. These
warrants have exercise prices ranging from $12.00 to $15.00 and terms of between four and six years. The warrants
may be exercised at any time, even if the current market price of the KCG Class ACommon Stock is below the applicable
exercise price.

The market price of KCG Class A Common Stock will likely be influenced by the warrants. For example, the market
price of KCG Class A Common Stock could become more volatile and could be depressed by investors’ anticipation
of the potential resale in the market of a substantial number of additional shares of KCG Class A Common Stock
received upon exercise of the warrants.

KCG may not be able to keep up with rapid technological and other changes or adequately protect its
intellectual property

The markets in which KCG competes are characterized by rapidly changing technology, evolving industry
standards, frequent new product and service announcements, introductions and enhancements and changing client
demands. If KCG is not able to keep up with these rapid changes on a timely and cost-effective basis, it may be at a
competitive disadvantage. The widespread adoption of new internet, networking or telecommunications technologies
or other technological changes could require KCG to incur substantial expenditures to modify or adapt its services or
infrastructure. Any failure by KCG to anticipate or respond adequately to technological advancements (including
advancements related to telecommunications, data transfer, execution and messaging speeds), client requirements
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or changing industry standards or to adequately protect its intellectual property, or any delays in the development,
introduction or availability of new services, products or enhancements, could have a material adverse effect on KCG’s
business, financial condition and operating results.

Additionally, the success of KCG and its subsidiaries has largely been attributable to their sophisticated proprietary
technology that has taken many years to develop. KCG has benefited from the fact that the type of proprietary technology
it employs has not been widely available to its competitors. If KCG’s technology becomes more widely available to its
current or future competitors for any reason, KCG’s operating results may be adversely affected.

KCG uses trademark, trade secret, copyright and other proprietary rights and procedures to protect its intellectual
property and technology resources. Despite its efforts, monitoring unauthorized use of KCG'’s intellectual property is
difficult and costly, and KCG cannot be certain that the steps it takes to prevent unauthorized use of its proprietary
rights are sufficient to prevent misappropriation of its technology, particularly in foreign countries where laws or law
enforcement practices may not protect proprietary rights as fully as in the United States. In addition, KCG cannot be
sure that courts will adequately enforce contractual arrangements KCG has entered into to protect its proprietary
technologies. Ifany of KCG’s proprietary information were misappropriated by or otherwise disclosed to our competitors,
its competitive position could be adversely affected. KCG may incur substantial costs to defend ownership of its
intellectual property or to replace misappropriated proprietary technology. If a third party were to assert a claim of
infringement of KCG’s proprietary rights, obtained through patents or otherwise, against KCG with respect to one or
more of its methods of doing business or conducting its operations, KCG could be required to spend significant amounts
to defend such claims, develop alternative methods of operations, pay substantial money damages or obtain a license
from the third party.

Capacity constraints, systems failures and delays could harm KCG'’s business

KCG’s business activities are heavily dependent on the integrity and performance of the computer and
communications systems supporting them and the services of certain third parties. KCG’s systems and operations are
vulnerable to damage or interruption from human error, technological or operational failures, natural disasters, power
loss, computer viruses, intentional acts of vandalism, terrorism and other similar events. The nature of KCG’s
businesses involves a high volume of transactions made in rapid fashion which could result in certain errors being
repeated or compounded before they are discovered and successfully rectified. Extraordinary trading volumes or other
events could cause KCG’s computer systems to operate at an unacceptably slow speed or even fail. KCG’s necessary
dependence upon automated systems to record and process transactions and large transaction volume may further
increase the risk that technical flaws or employee tampering or manipulation of those systems will result in losses that
are difficult to detect.

While KCG has invested significant amounts of capital to upgrade the capacity, reliability, scalability and speed
of its systems, there can be no assurance that its systems will be sufficient to handle current or future trading volumes,
and the modifications themselves may result in unanticipated and undesirable consequences. For example, the
August 1, 2012 Knight technology issue that led to the aforementioned trading losses related to an update of trading
software. Although KCG will continually update and modify its trading software in response to changes in its business,
rule changes and for various other reasons, there are no assurances that such updates and modifications to KCG’s
trading software will not result in future trading losses. Many of KCG'’s systems are, and much of its infrastructure is,
designed to accommodate additional growth without material redesign or replacement; however, KCG may need to
make significant investments in additional hardware and software to accommodate growth, including to manage the
complexities of the larger firm and / or to accommodate any increase in transaction volume resulting from the Mergers.
Failure to make necessary expansions and upgrades to its systems and infrastructure, including any inability to develop
and upgrade existing technology, transaction-processing systems or network infrastructure to accommodate increased
sales volume through KCG’s transaction-processing systems, could lead to unanticipated system disruptions, slower
response time, degradation in levels of customer service and impaired quality and speed of order fulfillment. KCG
may not successfully evaluate or utilize technology acquired as a result of the Mergers, which may also lead to failures
and delays. Such failures or delays could cause substantial losses for KCG and its clients and could subject KCG to
claims from its clients for losses, including litigation and arbitration claims, as well as regulatory actions. From time to
time, KCG has reimbursed its clients for losses incurred in connection with systems failures and delays. Capacity
constraints, systems failures and delays may occur in the future and could cause, among other things, unanticipated
problems with KCG’s trading or operating systems, disruptions in its client and non-client market making activities,
disruptions in service to its clients, slower system response times resulting in transactions not being processed as
quickly as KCG’s clients desire, decreased levels of client service and client satisfaction, and harm to KCG’s reputation.
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If any of these events were to occur, KCG could suffer substantial financial losses, loss of clients or reduction in the
growth of its client base, increased operating expenses, litigation or other client claims and regulatory sanctions or
additional regulatory burdens.

KCG has business continuity capabilities that could be utilized in the event of a disaster or disruption. Since the
timing and impact of disasters and disruptions are unpredictable, KCG has to be flexible in responding to actual events
as they occur. Significant business disruptions can vary in their scope. A disruption might only affect KCG, a building
that KCG occupies, a business district in which KCG is located, a city in which KCG is located or an entire region.
Within each of these areas, the severity of the disruption can also vary from minimal to severe. KCG’s business
continuity facilities are designed to allow it to substantially continue operations if KCG is prevented from accessing or
utilizing its primary offices for an extended period of time. Although KCG has employed significant effort to develop,
implement and maintain reasonable business continuity plans, KCG will not be able to ensure that its systems will
properly or fully recover after a significant business disruption in a timely fashion. If KCG is prevented from using any
of its current trading operations or any third party services, or if its business continuity operations do not work effectively,
KCG may not have complete business continuity. This could have a material adverse effect on KCG’s business, financial
condition and operating results.

Failure of third-party systems on which KCG relies could adversely affect its business

KCG relies on certain third-party computer systems or third-party service providers, including clearing systems,
exchange systems, Internet service, communications facilities and other facilities. Any interruption in these third-party
services, or deterioration in their performance, could be disruptive to KCG’s business. If KCG'’s arrangement with any
third party is terminated, KCG may not be able to find an alternative source of systems support on a timely basis or
on commercially reasonable terms. This could have a material adverse effect on KCG’s business, financial condition
and results of operations.

KCG may incur losses as a result of ineffective risk management processes and strategies.

KCG seeks to monitor and control its risk exposure through a risk and control framework encompassing a variety
of separate but complementary financial, credit, operational, compliance and legal reporting systems, internal controls,
management review processes and other mechanisms. While KCG employs a broad and diversified set of risk
monitoring and risk mitigation techniques, those techniques and the judgments that accompany their application cannot
anticipate every economic and financial outcome or the specifics and timing of such outcomes. Thus, KCG may, in the
course of its activities, incur losses.

Exposure to credit risk may adversely affect KCG’s results of operations

KCG will be at risk if issuers whose securities or other instruments KCG holds, customers, trading counterparties,
counterparties under derivative contracts or financing agreements, clearing agents, exchanges, clearing houses or
other financial intermediaries or guarantors default on their obligations to KCG due to bankruptcy, insolvency, lack of
liquidity, adverse economic conditions, operational failure, fraud or other reasons. Such defaults could have a material
adverse effect on KCG's results of operations, financial condition and cash flows.

KCG conducts the majority of its trade executions as principal or riskless-principal with broker dealers, financial
services firms and institutional counterparties. KCG self-clears a considerable portion of its trade executions, which
requires that KCG compare and match trades, record all transaction details, finance inventory and maintain deposits
with clearing organizations, rather than rely upon an outside party to provide those services. When KCG self-clears
its securities transactions, it is required to hold the securities subject to those transactions until the transactions settle,
which typically occurs three trading days following the date of execution of the transaction. During the period of time
from the execution to the settlement of a securities transaction, the securities to be transferred in the transaction may
incur a significant change in value or the counterparty to the transaction may become insolvent, may default on its
obligation to settle the transaction or may otherwise become unable to comply with its securities financing contractual
obligations, resulting in potential losses to KCG. KCG is also exposed to credit risk from its counterparties when it self-
clears securities transactions and when it clears securities transactions through an unaffiliated clearing broker, the
latter of which is the case with a minority of KCG’s trade executions. Counterparty credit risk relates to both the deposits
held with clearing organizations and instances where a trade might have failed, or be contested, adjusted or generally
deviate from the terms understood at the time of execution. Under the terms of the agreements between KCG and its
clearing brokers, the clearing brokers have the right to charge KCG for losses that result from a counterparty’s failure
to fulfill its contractual obligations. No assurance can be given that any such counterparty will not default on its

22



obligations, which default could have a material adverse effect on KCG’s business, financial condition and operating
results.

Although KCG has procedures for reviewing credit exposures to specific customers and counterparties to address
present credit concerns, default risk may arise from events or circumstances that are difficult to detect or foresee,
including rapid changes in securities, commodity and foreign exchange price levels. Some of KCG'’s risk management
methods depend upon the evaluation of information regarding markets, clients or other matters that are publicly available
or otherwise accessible by KCG. That information may not, in all cases, be accurate, complete, up-to-date or properly
evaluated. In addition, concerns about, or a default by, one institution could lead to significant liquidity problems, losses
or defaults by other institutions, which in turn could adversely affect KCG. KCG may be materially and adversely
affected in the event of a significant default by its customers and counterparties.

KCG's failure to achieve and maintain effective internal control over financial reporting in accordance
with Section 404 of the Sarbanes-Oxley Act could cause investors to lose confidence in its financial statements
and have a material adverse effect on KCG’s business and stock price

KCG devotes considerable resources, including management’s time and other internal resources, to complying
with regulatory requirements relating to internal control over financial reporting. Although GETCO and its subsidiaries
have not previously been, and in 2013 were not, subject to the requirements of Section 404 of the Sarbanes-Oxley
Act, these entities will be subject to such requirements in 2014. If KCG cannot successfully integrate the financial
reporting processes of GETCO and Knight with adequate internal controls over financial reporting, management’s
assessment may be negative and/or KCG’s independent registered public accounting firm may be unable to issue an
unqualified attestation report on the effectiveness of KCG'’s internal control over financial reporting. This could lead to
a negative reaction in the financial markets due to a loss in investor confidence, and, in turn, the market price of KCG
Class A Common Stock could be materially adversely affected.

In addition, internal control over financial reporting, no matter how well designed, has inherent limitations.
Therefore, internal control over financial reporting determined to be effective can provide only reasonable assurance
with respect to financial statement preparation and may not prevent or detect all misstatements. Moreover, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because
of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate. As such,
KCG could lose investor confidence in the accuracy and completeness of its financial reports, which may have a
material adverse effect on its stock price.

KCG'’s reported financial results depend on management’s selection of accounting methods and certain
assumptions and estimates

KCG’s accounting policies and assumptions are fundamental to its reported financial condition and results of
operations. KCG’s management must exercise judgment in selecting and applying many of these accounting policies
and methods so they comply with generally accepted accounting principles and reflect management’s judgment of the
most appropriate manner to report KCG'’s financial condition and results. In some cases, management must select the
accounting policy or method to apply from two or more alternatives, any of which may be reasonable under the
circumstances, yet may result in us reporting materially different results than would have been reported under a different
alternative.

Certain accounting policies are critical to presenting KCG'’s reported financial condition and results. They require
management to make difficult, subjective or complex judgments about matters that are uncertain. Materially different
amounts could be reported under different conditions or using different assumptions or estimates. If such estimates
or assumptions underlying KCG'’s financial statements are incorrect, KCG may experience material losses.

In November 2013, KCG restated certain legacy historical financial statements of GETCO. As a result of these
restatements, KCG's management concluded that there were material weaknesses in GETCO's financial statement
preparation processes and the related disclosure controls for the period leading up to the Mergers. Any future
restatements or corrections of errors may result in a loss of investor confidence in KCG’s financial reporting.

Additionally, from time to time, the Financial Accounting Standards Board and the SEC change the financial
accounting and reporting standards or the interpretation of those standards that govern the preparation of KCG’s
financial statements. These changes are beyond KCG’s control, can be difficult to predict and could materially impact
how KCG reports its financial condition and results of operations. Changes in these standards are continuously
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occurring, and given the current economic environment, more drastic changes may occur. The implementation of such
changes could have a material adverse effect on KCG’s business, financial condition and results of operations.

Self-clearing exposes KCG to significant operational, financial, and liquidity risks

KCG self-clears substantially all of its domestic and international equities transactions using proprietary platforms
and intends to expand self-clearing across product offerings and asset classes in the future. Self-clearing requires
KCG to finance the majority of its inventory and maintain margin deposits at clearing organizations. Self-clearing
exposes KCG’s business to operational risks, including business and technology disruption, operational inefficiencies,
liquidity and financing risks and potentially increased expenses and lost revenue opportunities. While KCG'’s clearing
platform, operational processes, enhanced infrastructure, and current and future financing arrangements, have been
carefully designed, KCG may nevertheless encounter difficulties that may lead to operating inefficiencies, including
technology issues, dissatisfaction amongst KCG’s client base, disruption in the infrastructure that supports the business,
inadequate liquidity (as Knight experienced during the events of August 1, 2012), increased margin requirements with
clearing organizations and counterparties who provide financing with respect to inventories, reductions in available
borrowing capacity and financial loss. Any such delay, disruption, expense or failure could adversely affect KCG’s
ability to effect transactions and manage its exposure to risk. Moreover, any of these events could have a material
adverse effect on KCG’s business, financial condition and operating results.

Acquisitions, strategic investments, divestitures and other strategic relationships involve certain risks

KCG is the product of strategic relationships and acquisitions, and it may continue to pursue opportunistic strategic
acquisitions of, investments in, or divestitures of businesses and technologies. Acquisitions may entail numerous risks,
including difficulties in assessing values for acquired businesses, intangible assets and technologies, difficulties in the
assimilation of acquired operations and products, diversion of management’s attention from other business concerns,
employee retention issues, assumption of unknown material liabilities of acquired companies, amortization of acquired
intangible assets and the potential writedown of goodwill due to impairment, which could reduce future reported
earnings, or result in potential loss of clients and/or key employees of acquired companies. KCG may not be able to
integrate successfully certain operations, personnel, services or products that it has acquired or may acquire in the
future.

As KCG has sought to refocus on its core market making and trading services, it has shutdown, reconstituted or
disposed of several non-core businesses, including its reverse mortgage origination and securitization business, which
accounted for $39.9 million in revenues in 2013 which are included within discontinued operations. Additional
divestitures are possible in the future and may have a material impact on KCG'’s balance sheet or results of operations.
There is no guarantee that KCG will be able to replace the revenue generated by any divested business. Divestitures
generally also entail numerous risks. The divestiture of an existing business could reduce KCG’s future operating cash
flows and revenues, make its financial results more volatile, and/or cause a decline in revenues and profits. Adivestiture
could also cause a decline in the price of KCG Class A Common Stock and increased reliance on other elements of
its core business operations. In addition, the agreements to sell any divested businesses may require KCG to indemnify
the buyer in certain situations. If KCG does not successfully manage the risks associated with a divestiture, its business,
financial condition, and results of operations could be adversely affected. KCG also may not find suitable purchasers
for businesses it may wish to divest. In addition, the decision to pursue acquisitions, divestitures or other strategic
transactions may jeopardize KCG'’s ability to retain the services of its existing key employees and to attract and retain
additional qualified personnel in the future.

Strategic investments also entail some of the other risks described above. If these investments are unsuccessful,
KCG may need to incur charges against earnings. KCG may build and establish a number of strategic relationships.
These relationships and others KCG may enter into in the future may be important to its business and growth prospects.
KCG may not be able to maintain these relationships or develop new strategic alliances.

International activities involve certain risks

KCG'’s international operations expose it to financial, cultural, regulatory and governmental risks. Approximately
25% of the pro forma combined revenues of Knight and GETCO in the three years ended December 31, 2013, resulted
from international operations. The financial services industry in many foreign countries is heavily regulated, much like
the U.S., but differences, whether cultural, legal or otherwise, do exist. KCG is exposed to risks and uncertainties,
including political, economic and financial instability, changes in requirements, exchange rate fluctuations, staffing
challenges and the requisite controls needed to manage such operations. To continue to operate and expand its
services globally, KCG will have to comply with the unique legal and regulatory controls of each country in which it
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conducts, or intends to conduct business, the requirements of which may be onerous or may not be clearly defined.
The varying compliance requirements of these different regulatory jurisdictions and other factors may limit KCG’s ability
to successfully conduct or expand its business internationally. It may increase KCG'’s costs of investment. Additionally,
operating international locations involves both execution and reputational risk. KCG may not be able to manage these
costs or risks effectively.

Rules governing specialists and designated market makers may require KCG to make unprofitable trades
or prevent KCG from making profitable trades

Specialists and designated market makers are granted certain rights and have certain obligations to "make a
market" in a particular security. They agree to specific obligations to maintain a fair and orderly market. In acting as a
specialist or designated market maker, KCG is subjected to a high degree of risk by having to support an orderly market.
In this role, KCG may at times be required to make trades that adversely affect its profitability. In addition, KCG may
at times be unable to trade for its own account in circumstances in which it may be to its advantage to trade, and KCG
may be obligated to act as a principal when buyers or sellers outhnumber each other. In those instances, KCG may
take a position counter to the market, buying or selling securities to support an orderly market. Additionally, the rules
of the markets which govern KCG’s activities as a specialist or designated market maker are subject to change. If
these rules are made more stringent, KCG’s trading revenues and profits as specialist or designated market maker
could be adversely affected.

KCG is a holding company and depends on its subsidiaries for dividends, distributions and other
payments

KCG is a legal entity separate and distinct from its broker dealer and other subsidiaries. KCG’s principal source
of cash flow, including cash flow to pay principal and interest on its outstanding debt, will be dividends and distributions
from its subsidiaries. There are statutory and regulatory limitations on the payment of dividends or distributions by
regulated subsidiaries, such as broker dealers. If KCG’s subsidiaries are unable to make dividend payments or
distributions to it and sufficient cash or liquidity is not otherwise available, KCG may not be able to make principal and
interest payments on its outstanding debt and could default on its debt obligations. In addition, KCG’s right to participate
in a distribution of assets upon a subsidiary’s liquidation or reorganization will be subject to the prior claims of the
subsidiary’s creditors.

Fluctuations in currency exchange rates could adversely affect KCG’s earnings

A significant portion of KCG’s international business is conducted in currencies other than the U.S. dollar, and
changes in foreign exchange rates relative to the U.S. dollar can therefore affect the value of non-U.S. dollar net assets,
revenues and expenses. Potential exposures as a result of these fluctuations in currencies are closely monitored, and,
where cost-justified, strategies are adopted that are designed to reduce the impact of these fluctuations on KCG’s
financial performance. These strategies may include the financing of non-U.S. dollar assets with borrowings in the
same currency and the use of various hedging transactions related to net assets, revenues, expenses or cash flows.
Any material fluctuations in currencies could have a material effect on our operating results.

The market price of KCG’s common stock could fluctuate significantly

The U.S. securities markets in general have experienced significant price fluctuations in recent years. If the market
price of KCG Class A Common Stock fluctuates significantly, KCG may become the subject of securities class action
litigation which may result in substantial costs and a diversion of management’s attention and resources. KCG’s future
quarterly operating results may not consistently meet the expectations of securities analysts or investors, which could
have a material adverse effect on the market price of KCG Class A Common Stock.

KCG may not pay dividends

KCG does not currently expect to pay dividends on its common stock. Any determination to pay dividends in the
future will be at the discretion of the KCG board of directors and will depend upon among other factors, KCG'’s cash
requirements, financial condition, requirements to comply with the covenants under its debt instruments and credit
facilities, earnings and legal considerations. If KCG does not pay dividends, then the return on an investment in its
common stock will depend entirely upon any future appreciation in its stock price. There is no guarantee that KCG
Class A Common Stock will appreciate in value or maintain its value.
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Item 1B. Unresolved Staff Comments
None.
Item 2. Properties

Our corporate headquarters are located in Jersey City, New Jersey. We lease approximately 266,000 square feet
at 545 Washington Boulevard under a lease that expires in October 2021. We also collectively lease approximately
450,000 square feet for our office locations in the U.S., Europe and Asia.

Item 3. Legal Proceedings

The information required by this ltem is set forth in the “Legal Proceedings” section in Footnote 21 "Commitments
and Contingent Liabilities" to the Company's Consolidated Financial Statements included in Part Il, Item 8 "Financial
Statements and Supplementary Data" herein.

Item 4. Mine Safety Disclosures

Not applicable.
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PART Il

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Our Class A Common Stock is listed on the NYSE under the ticker symbol “KCG”. Regular-way public trading of
our Class A Common Stock commenced on July 5, 2013 on the New York Stock Exchange. The following table sets
forth, since July 5, 2013, the high and low quarterly closing sales price per share of the Class A Common Stock as
reported by the NYSE during the relevant periods.

High Low
2013
Third Quarter $ 1224  $ 8.16
Fourth Quarter 12.08 8.29

The closing sale price of our Class A Common Stock as reported by the NYSE on February 27, 2014, was $11.82
per share. As of that date there were 140 holders of record of our Class A Common Stock based on information provided
by our transfer agent. The number of stockholders does not reflect the actual number of individual or institutional
stockholders that hold our stock because certain stock is held in the name of nominees. Based on information made
available to us by our transfer agent, there are 21,595 beneficial holders of our Class A Common Stock. Holders of
restricted stock units are not included in the calculation of holders of record.

We have never declared or paid a cash dividend on our Class A Common Stock. The payment of cash dividends
is within the discretion of our Board of Directors and will depend on many factors, including, but not limited to, our
results of operations, financial condition, capital and liquidity requirements and restrictions imposed by financing
arrangements, as further described in the “Financial Condition, Liquidity and Capital Resources” section included in
Partll, Item 7 “Management’s Discussion and Analysis of Financial Condition and Results of Operation”, and in Footnote
12, “Debt” to the Company’s Consolidated Financial Statements included in Part Il, Item 8 “Financial Statements and
Supplementary Data”.
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Comparative Stock Performance Graph

The graph below compares the total cumulative return of the KCG Class A Common Stock from July 5, 2013 (the
day KCG commenced regular-way trading on the NYSE) through December 31, 2013, to the Standard & Poor’s 500
Index and the SNL Broker/Dealer Index. The graph assumes that dividends were reinvested and is based on an

investment of $100 on July 1, 2013.
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The following table contains information about our purchases of KCG Class A Common Stock during the fourth
quarter of 2013 (in thousands, except average price paid per share):

Average
Total Number of Price Paid
Period Shares Purchased per Share
October 1, 2013 - October 31, 2013
Employee transactions “) 84
Total 84 $ 8.53
November 1, 2013 - November 30, 2013
Employee transactions " 10
Total 10 $ 11.93
December 1, 2013 - December 31, 2013
Employee transactions 58
Total 58 $ 11.81
Total
Employee transactions " 151
Total 151 § 10.00

Totals may not add due to rounding.
' Represents shares of KCG Class A Common Stock withheld in satisfaction of tax withholding obligations upon vesting of employee restricted
equity awards.

Equity Compensation Plan Information

The following table sets forth certain information as of December 31, 2013, regarding the Company’s equity
compensation plans for stock-based awards.

Number of securities
remaining available for

Number of securities future issuance under
to be Weighted-average equity compensation
issued upon exercise exercise plans
of price of outstanding (excluding securities
outstanding options, options, warrants and reflected in column
Plan Category warrants and rights rights (a))

(In thousands, except weighted-average exercise price)

(a) (b) (c)

Equity compensation plans approved by security holders 4967 $ 18.45 18,771
Equity compensation plans not approved by security holders — — —
Total 4967 $ 18.45 18,771
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Item 6. Selected Financial Data

The following should be read in conjunction with the Consolidated Financial Statements and the discussion under
“ltem 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere
in this document. The Consolidated Statements of Operations Data for 2013, 2012 and 2011 and the Consolidated
Statements of Financial Condition Data at December 31, 2013 and 2012 have been derived from our audited
Consolidated Financial Statements included elsewhere in this document. The Consolidated Statements of Operations
Data for 2010 and 2009 and the Consolidated Statements of Financial Condition Data at December 31, 2011, 2010
and 2009 are derived from Consolidated Financial Statements updated to conform with current year presentation and
not included in this document.
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Consolidated Statements of Operations

Data:
Revenues
Trading revenue, net
Commissions and fees
Interest, net
Investment income and other, net
Total revenues
Expenses

Employee compensation and benefits

Execution and clearance fees

Communications and data processing

Depreciation and amortization
Interest

Payments for order flow
Occupancy and equipment rentals
Professional fees

Business development

Writedown of capitalized debt costs
Writedown of assets and lease loss

accrual
Other
Total expenses

Income from continuing operations before

income taxes

Income tax (benefit) expense

Income from continuing operations, net of

taxes

Income from discontinued operations, net of

taxes

Net income

Net (loss) income allocated to preferred and

participating units

Net income attributable to common
shareholders

Basic earnings per common share from
continuing operations

Diluted earnings per common share from

continuing operations

Basic earnings per common share from
discontinued operations

Diluted earnings per common share from

discontinued operations
Basic earnings per common share
Diluted earnings per common share

Shares used in computation of basic earnings

per common share

Shares used in computation of diluted earnings

per common share

For the year ended December 31,

2013 2012 2011 2010 2009
(In thousands, except per share amounts)

$ 628,304 $ 421,063 $ 611,845 $ 335418 $ 138,384
275,474 105,518 284,620 529,673 816,778
(537) (2,357) (1,211) 50 1,099
116,930 27,010 20,194 1,804 537
1,020,171 551,234 915,448 866,945 956,798
349,192 157,855 241,753 220,318 247,255
246,414 185,790 289,025 303,574 307,036
123,552 90,623 87,116 61,844 43,402
55,570 34,938 45,675 46,612 29,483
44,785 2,665 1,299 740 961
35,711 2,964 3,299 4,086 4,710
24,812 12,804 9,903 7,054 6,509
46,662 14,072 17,142 11,621 8,193
4,609 23 108 143 —
13,209 — — — —
14,748 — — — —
43,094 23,073 26,587 21,263 17,177
1,002,358 524,807 721,907 677,255 664,726
17,813 26,427 193,541 189,690 292,072
(102,195) 10,276 30,841 27,834 28,972
120,008 16,151 162,700 161,856 263,100
80 — — — —
$ 120,088 $ 16,151 $ 162,700 $ 161,856 $ 263,100
(21,565) $ 1,092 $ 12,510 $ 21,954 § 19,490
$ 141,653 $ 15,059 $ 150,190 $ 139,902 $ 243,610
$ 177 $ 031 § 296 $ 280 $ 4.99
$ 175 § 031 $ 296 $ 280 $ 4.99
$ 0.00 $ — $ — 3 — $ —
$ 0.00 $ — — —  $ —
$ 1.77 $ 031 §$ 296 $ 280 $ 4.99
$ 1.75 $ 031 § 296 $ 280 $ 4.99
80,143 48,970 50,688 49,977 48,773
81,015 48,970 50,688 49,977 48,773
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Consolidated Statements of Financial
Condition Data:

Cash and cash equivalents
Financial instruments owned, at fair value
Total assets

Financial instruments sold, not yet purchased,
at fair value

Debt
Redeemable preferred member's equity
Equity

December 31,

2013 2012 2011 2010 2009
(In thousands)

674,281 $ 427,631 $ 607,689 614,025 638,326
2,721,839 654,875 240,338 99,418 66,869
6,991,215 1,687,536 1,302,023 1,184,382 967,426
2,165,500 512,553 140,530 191,446 24,068

657,259 15,000 15,000 21,654 20,000

— 311,139 314,440 338,158 350,000
1,507,252 654,672 622,996 532,411 439,858
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Explanatory Note

On July 1, 2013, Knight Capital Group, Inc. (“Knight”) merged with and into Knight Acquisition Corp., a wholly-
owned subsidiary of KCG Holdings, Inc. (‘KCG” or the "Company"), with Knight surviving the merger, GETCO Holding
Company, LLC (“GETCQO”) merged with and into GETCO Acquisition, LLC, a wholly-owned subsidiary of KCG, with
GETCO surviving the merger and GA-GTCO, LLC, a unitholder of GETCO, merged with and into GA-GTCO Acquisition,
LLC, a wholly-owned subsidiary of KCG, with GA-GTCO Acquisition, LLC surviving the merger (collectively, the
“Mergers”), in each case, pursuant to the Amended and Restated Agreement and Plan of Merger, dated as of December
19, 2012 and amended and restated as of April 15, 2013 (the "Merger Agreement"). Following the Mergers, each of
Knight and GETCO became wholly-owned subsidiaries of KCG.

All references herein to the "Company", "we", "our" or "KCG" relate solely to KCG and not Knight. All references
to "GETCO" relate solely to GETCO and not KCG.

The Mergers were treated as a purchase of Knight by GETCO for accounting and financial reporting purposes.
As a result, the financial results for the year ended December 31, 2013 are comprised of the results of GETCO only
for the six months ended June 30, 2013 and the results of KCG (the combined Knight and GETCO) for the six months
ended December 31, 2013. All periods prior to 2013 reflect solely the results and financial condition of GETCO.

All GETCO earnings per share and unit share outstanding amounts in this Annual Report on Form 10-K have
been calculated as if the conversion of GETCO units to KCG Class A Common Stock took place on January 1, 2011,
at the exchange ratio, as defined in the Merger Agreement.

For additional information relating to the Mergers and KCG see the Registration Statement on Form S-4
(Registration No. 333-186624) filed by KCG with respect to the Mergers, the Current Report on Form 8-K filed by KCG
on July 1, 2013 with the U.S. Securities and Exchange Commission ("SEC") and the Current Report on Form 8-K filed
by KCG on August 9, 2013, the Current Report on Form 8-K filed by KCG on November 12, 2013 related to the
restatement of GETCO historical results and in other reports or documents KCG files with, or furnishes to, the SEC
from time to time.

Cautionary Statement Regarding Forward-Looking Information

Certain statements contained in this Annual Report on Form 10-K, including without limitation, those under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” herein (“MD&A”),
“Quantitative and Qualitative Disclosures About Market Risk” in Part Il, ltem 7A, and “Legal Proceedings” section in
Footnote 21 "Commitments and Contingent Liabilities" to the Company's Consolidated Financial Statements included
in Part 1, Item 8 "Financial Statements and Supplementary Data", the documents incorporated by reference herein
and statements containing the words “believes,” “intends,” “expects,” “anticipates,” and words of similar meaning, may
constitute forward-looking statements as defined in the Private Securities Litigation Reform Act of 1995. These forward-
looking statements are not historical facts and are based on current expectations, estimates and projections about the
Company's industry, management’s beliefs and certain assumptions made by management, many of which, by their
nature, are inherently uncertain and beyond the Company's control. Accordingly, readers are cautioned that any such
forward-looking statements are not guarantees of future performance and are subject to certain risks, uncertainties
and assumptions that are difficult to predict including, without limitation, risks associated with: (i) the Mergers including,
among other things, (a) difficulties and delays in integrating the Knight and GETCO businesses or fully realizing cost
savings and other benefits, (b) the inability to sustain revenue and earnings growth, and (c) customer and client reactions
to the Mergers; (ii) the August 1, 2012 technology issue that resulted in Knight's broker dealer subsidiary sending
numerous erroneous orders in NYSE-listed and NYSE Arca securities into the market and the impact to Knight’s capital
structure and business as well as actions taken in response thereto and consequences thereof; (iii) the costs and risks
associated with the sale of Knight's institutional fixed income sales and trading business, the sale of KCG's reverse
mortgage origination and securitization business and the departure of the managers of KCG's listed derivatives group;
(iv) changes in market structure, legislative, regulatory or financial reporting rules; (v) past or future changes to KCG's
organizational structure and management; (vi) KCG's ability to develop competitive new products and services in a
timely manner and the acceptance of such products and services by KCG's customers and potential customers; (vii)
KCG's ability to keep up with technological changes; (viii) KCG's ability to effectively identify and manage market risk,
operational and technology risk, legal risk, liquidity risk, reputational risk, counterparty and credit risk, international
risk, regulatory risk, and compliance risk; (ix) the cost and other effects of material contingencies, including litigation

” ” &
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contingencies, and any adverse judicial, administrative or arbitral rulings or proceedings; and (x) the effects of increased
competition and KCG's ability to maintain and expand market share. The above list is not exhaustive. Because forward-
looking statements involve risks and uncertainties, the actual results and performance of the Company may materially
differ from the results expressed or implied by such statements. Given these uncertainties, readers are cautioned not
to place undue reliance on such forward-looking statements. Unless otherwise required by law, the Company also
disclaims any obligation to update its view of any such risks or uncertainties or to announce publicly the result of any
revisions to the forward-looking statements made herein. Readers should carefully review the risks and uncertainties
disclosed in the Company’s reports with the SEC, including those detailed under “Certain Factors Affecting Results of
Operations” in MD&A and in “Risk Factors” in Part |, Item 1A herein, and in other reports or documents the Company
files with, or furnishes to, the SEC from time to time. This information should be read in conjunction with the Company’s
Consolidated Financial Statements and the Notes thereto contained in this Form 10-K, and in other reports or documents
the Company files with, or furnishes to, the SEC from time to time.

Executive Overview

We are a leading independent securities firm offering clients a range of services designed to address trading
needs across asset classes, product types and time zones. The Company combines advanced technology with
specialized client service across market making, agency execution and trading venues and also engages in principal
trading via exchange-based market making. KCG has multiple access points to trade global equities, options, fixed
income, foreign currencies and commodities via voice or automated execution.

On December 19, 2012, Knight, GETCO and GA-GTCO, LLC, an affiliate of GETCO entered into the Merger
Agreement. The Mergers were approved by the respective stockholders and unitholders of both companies at special
meetings held on June 25, 2013, and the Mergers were completed on July 1, 2013. As a result of the Mergers, Knight
and GETCO became wholly-owned subsidiaries of KCG.

Pursuant to the Merger Agreement, upon completion of the Mergers subject to proration and certain specified
exceptions, each outstanding share of Knight Class A common stock, par value $0.01 per share ("Knight Common
Stock") was converted into the right to elect to receive either $3.75 per share in cash or one third of a share of KCG
Class A Common Stock. Pursuant to the proration procedures provided in the Merger Agreement and taking into
account the waiver by Jefferies LLC, Knight's largest stockholder before the Mergers, of its right to receive cash
consideration with respect to certain of its shares, former Knight stockholders eligible for election received a cash
payment, in aggregate, of $720.0 million and 41.9 million shares of KCG Class A Common Stock.

Upon completion of the Mergers, GETCO unitholders received, in aggregate, 75.9 million shares of KCG Class
A Common Stock and 24.3 million warrants to acquire shares of KCG Class A Common Stock. The warrants comprise
8.1 million Class A warrants, having a $12.00 exercise price and exercisable for a four-year term; 8.1 million Class B
warrants, having a $13.50 exercise price and exercisable for a five-year term; and 8.1 million Class C warrants, having
a $15.00 exercise price and exercisable for a six-year term (collectively the “KCG Warrants”).

After taking into account the election results and the shares of KCG Class A Common Stock issued to former
unitholders of GETCO and stockholders of Knight, 116.8 million shares (including unvested restricted stock units
("RSUs")) of KCG Class A Common Stock were outstanding as of July 1, 2013.

The Mergers are accounted for as a purchase of Knight by GETCO under accounting principles generally accepted
in the United States of America ("GAAP"). Under the purchase method of accounting, the assets and liabilities of Knight
were recorded, as of completion of the Mergers, at their respective fair values and added to the carrying value of
GETCO's existing assets and liabilities. The reported financial condition and results of operations of KCG following
completion of the Mergers reflect Knight's and GETCQO's balances and reflect the impact of purchase accounting
adjustments, including revised amortization and depreciation expense for acquired assets. As GETCO is the accounting
acquirer under GAAP, all historical financial information is that of GETCO.

Results of Operations
As of December 31, 2013, our operating segments comprised the following:

* Market Making— Our Market Making segment principally consists of market making in the cash, futures and
options markets across global equities, options, fixed income, foreign currencies and commodities. As a
market maker, we commit capital on a principal basis by offering to buy securities from, or sell securities to,
broker dealers, institutions and banks. Principal trading in the Market Making segment primarily consists of
direct-to-client and non-client exchange-based electronic market making, including trade executions
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conducted as an equities Designated Market Maker (“DMM”) on the New York Stock Exchange ("NYSE")
and NYSE Amex Equities ("NYSE Amex"). We are an active participant on all major global equity and futures
exchanges and also trade on substantially all domestic electronic options exchanges. As a complement to
electronic market making, our cash trading business handles specialized orders and also transacts on the
OTC Bulletin Board, marketplaces operated by the OTC Markets Group Inc. and the Alternative Investment
Market (“AlIM”) of the London Stock Exchange.

*  Global Execution Services— Our Global Execution Services segment comprises agency execution services
and trading venues, offering trading in global equities, options, foreign exchange, fixed income and futures
to institutions, banks and broker dealers. We generally earn commissions as an agent between principals
to transactions that are executed within this segment, however, we will commit capital on behalf of clients
as needed. Agency-based, execution-only trading in the segment primarily consists of self-directed trading
in global equities through a suite of algorithms or via our execution management system; institutional high
touch sales traders executing program, block and riskless principal trades in global equities and exchange
traded funds ("ETFs"); an institutional spot foreign exchange electronic communication network ("ECN"); a
fixed income ECN that also offers trading applications; an alternative trading system ("ATS") for global
equities; and futures execution and clearing through a futures commission merchant ("FCM").

«  Corporate and Other— Our Corporate and Other segment invests principally in strategic financial services-
oriented opportunities, allocates, deploys and monitors all capital, and maintains corporate overhead
expenses and all other income and expenses that are not attributable to the other segments. Our Corporate
and Other segment also contains functions that support our other segments such as self-clearing services,
including stock lending activities.

Management from time to time conducts a strategic review of our businesses and evaluates their potential value
in the marketplace relative to their current and expected returns. To the extent management and our Board of Directors
determine a business may return a higher value to stockholders through a divestiture, or is no longer core to our
strategy, management may pursue a sale process.

The following table sets forth: (i) Revenues, (ii) Expenses and (iii) Pre-tax earnings (loss) from continuing
operations of our segments and on a consolidated basis (in thousands):

For the year ended December 31,

2013 2012 2011
Market Making
Revenues $ 688,197 $ 495427 $ 862,759
Expenses 584,639 460,540 658,873
Pre-tax earnings 103,559 34,887 203,886
Global Execution Services
Revenues 197,766 36,211 27,599
Expenses 223,506 43,541 43,006
Pre-tax loss (25,739) (7,330) (15,406)
Corporate and Other
Revenues 134,208 19,596 25,089
Expenses 194,215 20,726 20,028
Pre-tax (loss) earnings (60,007) (1,130) 5,061
Consolidated
Revenues 1,020,171 551,234 915,448
Expenses 1,002,360 524,807 721,907
Pre-tax earnings $ 17,813  $ 26,427 $ 193,541

Totals may not add due to rounding.
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Reconciliation of GAAP Pre-Tax to Non-GAAP Pre-Tax Earnings

We believe that certain non-GAAP financial presentations, when taken into consideration with the corresponding
GAAP financial presentations, are important in understanding our operating results. The non-GAAP adjustments
incorporate the effects of professional fees related to the Mergers and fees related to Knight's August 1, 2012 technology
issue; the acceleration of compensation expense related to certain unit-based awards that vested upon the Mergers;
compensation expense related to a reduction in workforce and the departure of the ETF management team; writedowns
of assets and lease loss accrual primarily related to office consolidations; writedown of capitalized debt costs related
to early repayment of debt; gains and losses from strategic assets including a gain from GETCO's strategic investment

in Knight.

We believe the presentation of results excluding these adjustments provides meaningful information to
stockholders and investors as they provide a useful summary of our results of operations for the years ended ended

December 31, 2013, 2012 and 2011.

The following tables provide a full reconciliation of GAAP to non-GAAP pre- tax results ("adjusted pre-tax earnings")

for the years ended December 31, 2013, 2012 and 2011 (in thousands):

Global
Execution Corporate and
Year ended December 31, 2013 Market Making Services Other Consolidated
Reconciliation of GAAP Pre-Tax to Non-GAAP Pre-Tax:
GAAP Income (loss) from continuing operations before
income taxes $ 103,559 (25,739) $ (60,007) $ 17,813
Gain on investment in Knight Capital Group, Inc. — — (127,972) (127,972)
Writedown of capitalized debt costs — — 13,209 13,209
Professional and other fees related to Mergers and August 1st
technology issue — — 47,183 47,183
Compensation and other expenses related to reduction in
workforce 11,518 21,444 708 33,670
Unit based compensation acceleration due to Mergers — — 22,031 22,031
Strategic asset impairment — — 7,825 7,825
Writedown of assets and lease loss accrual 108 1,681 13,344 15,133
Adjusted pre-tax earnings $ 115,185 (2,614) $ (83,679) $ 28,892
Totals may not add due to rounding
Global
Execution Corporate and
Year ended December 31, 2012 Market Making Services Other Consolidated
Reconciliation of GAAP Pre-Tax to Non-GAAP Pre-Tax:
GAAP Income (loss) from continuing operations before
income taxes $ 34,887 $ (7,330) $ (1,130) $ 26,427
Investment gain (9,133) — (14,599) (23,732)
Professional and other fees related to Mergers — — 4,318 4,318
Adjusted pre-tax earnings $ 25,754 $ (7,330) $ (11,411) $ 7,013
Totals may not add due to rounding
Global
Execution Corporate and
Year ended December 31, 2011 Market Making Services Other Consolidated
Reconciliation of GAAP Pre-Tax to Non-GAAP Pre-Tax:
GAAP Income (loss) from continuing operations before
income taxes $ 203,886 (15,406) $ 5061 §$ 193,541
Gain on strategic investment — — (27,750) (27,750)
Strategic asset impairment — — 5,000 5,000
Adjusted pre-tax earnings $ 203,886 (15,406) $ (17,689) $ 170,791

Totals may not add due to rounding
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A summary of the changes in our financial results and balances follows. Please note that the primary reason for
the variance between 2013 and 2012 results is the Mergers which occurred on July 1, 2013. Financial results for
periods prior to the Mergers reflect solely the results of GETCO while periods following the Mergers reflect the results
of KCG which includes both GETCO and Knight.

Consolidated revenues for 2013 increased $468.9 million from 2012, while consolidated expenses increased
$477.6 million. Consolidated pre-tax earnings from continuing operations for the year ended December 31, 2013 was
$17.8 million as compared to consolidated pre-tax earnings of $26.4 million for the year ended December 31, 2012.

Adjusted pre-tax earnings increased from $7.0 million for the year ended December 31, 2012 to $28.9 million in
the year ended December 31, 2013.

Consolidated adjusted pre-tax earnings for 2013 and 2012 exclude net non-GAAP adjustments totaling $11.1
million and $19.4 million, respectively, comprising a gain on GETCQO's investment in Knight common stock offset, in
part by merger related expenses for compensation and professional fees, August 1strelated professional fees, strategic
asset impairment as well as writedowns of assets and capitalized debt costs. Detailed breakdown of these items can
be found in the Reconciliation of GAAP pre-tax to Non-GAAP pre-tax earnings tables above.

The changes in our adjusted pre-tax earnings by segment from the year ended ended December 31, 2012 to the
year ended December 31, 2013 are summarized as follows:

» Market Making— Our adjusted pre-tax earnings from Market Making for 2013 was $115.2 million, compared
to adjusted pre-tax earnings of $25.8 million for 2012. Results for the current year were aided by the acquisition
of Knight. This business provided strong revenue capture, improvements in trading strategies and order
routing efficiencies specifically in the direct to client equity trading activity offset, in part, by lower market
volumes and volatility.

+ Global Execution Services— Our adjusted pre-tax earnings from Global Execution Services for 2013 was
a loss of $2.6 million, compared to adjusted pre-tax loss of $7.3 million in 2012. In the second half of 2013,
the Global Executions Services segment included solid results from KCG Hotspot and KCG Bondpoint as
well as KCG EMS, which includes Knight Direct and GETAIpha. Additionally, there were improvements in
the high touch business in the latter part of the year. Global Execution Services results in 2013 were adversely
affected by severance costs associated with the reorganization of the ETF team.

» Corporate and Other—Our adjusted pre-tax earnings from our Corporate and Other segment was a loss
of $83.7 million for 2013 compared to a loss of $11.4 million in 2012. Additional interest expense as a result
of the debt raised in conjunction with the Mergers, a larger infrastructure, including additional corporate
employees and other required costs associated with being a public company all contributed to the additional
expense within this segment.

Certain Factors Affecting Results of Operations

We may experience significant variation in our future results of operations. Fluctuations in our future performance
may result from numerous factors, including, among other things, global financial market conditions and the resulting
competitive, credit and counterparty risks; cyclicality, seasonality and other economic conditions; the value of our
securities positions and other financial instruments and our ability to manage the risks attendant thereto; the volume,
notional dollar value traded and volatility levels within the core markets where our market making and trade execution
businesses operate; the composition, profile and scope of our relationships with institutional and broker dealer clients;
the performance, size and volatility of our client market making portfolios; the performance, size and volatility of our
exchange-based trading activities; the overall size of our balance sheet and capital usage; impairment of goodwill and/
or intangible assets; the performance of our global operations, trading technology and technology infrastructure; the
effectiveness of our self-clearing and futures platforms and our ability to manage risks related thereto; the availability
of credit and liquidity in the marketplace; our ability to prevent erroneous trade orders from being submitted due to
technology or other issues (such as the events that affected Knight on August 1, 2012) and avoiding the consequences
thereof; the performance, operation and connectivity to various market centers; our ability to manage personnel,
compensation, overhead and other expenses, including our occupancy expenses under our office leases and expenses
and charges relating to legal and regulatory proceedings; the strength of our client relationships; changes in payments
for order flow; changes to execution quality and changes in clearing, execution and regulatory transaction costs; interest
rate movements; the addition or loss of executive management, sales, trading and technology professionals;
geopolitical, legislative, legal, regulatory and financial reporting changes specific to financial services and global trading;
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legal or regulatory matters and proceedings; the Mergers and the costs and integration associated therewith; the
amount, timing and cost of business divestitures/acquisitions or capital expenditures; the integration, performance and
operation of acquired businesses; the incurrence of costs associated with acquisitions and dispositions; investor
sentiment; and technological changes and events.

Such factors may also have an impact on our ability to achieve our strategic objectives, including, without limitation,
increases in market share, growth and profitability in the businesses in which we operate. If demand for our services
declines or our performance deteriorates significantly due to any of the above factors, and we are unable to adjust our
cost structure on a timely basis, our operating results could be materially and adversely affected. As a result of the
foregoing factors, period-to-period comparisons of our revenues and operating results are not necessarily meaningful
and such comparisons cannot be relied upon as indicators of future performance. There also can be no assurance
that we will be able to continue to achieve the level of revenues that we have experienced in the past or that we will
be able to improve our operating results.

Trends
Global Economic Trends

Our businesses are affected by many factors in the global financial markets and worldwide economic conditions.
These factors include the growth level of gross domestic product in the U.S., Europe and Asia, and the existence of
transparent, efficient and liquid equity and debt markets and the level of trading volumes and volatility in such markets.

During the year ended December 31, 2013, trade volume and volatility levels across equity markets decreased
as compared to the previous year. Secondary trading volumes in the equity markets were also down from prior years.
Overall, there are still concerns about global stability and growth, inflation and declining asset values.

Trends Affecting Our Company

We believe that our businesses are affected by the aforementioned global economic trends as well as more
specific trends. Some of the specific trends that impact our operations, financial condition and results of operations
are:

+ Clients continue to focus on statistics measuring the quality of equity executions (including speed of execution
and price improvement). In an effort to improve the quality of their executions as well as increase efficiencies,
market makers continue to increase the level of sophistication and automation within their operations and
the extent of price improvement. The continued focus on execution quality has resulted in greater competition
in the marketplace, which, along with market structure changes and market conditions, has negatively
impacted the revenue capture and margin metrics of the Company and other market making firms.

+ Market Making and Global Execution Services transaction volumes executed by clients have fluctuated over
the past few years due to retail and institutional investor sentiment, market conditions and a variety of other
factors. Market Making and Global Execution Services transaction volumes may not be sustainable and are
not predictable.

* Over the past several years exchanges have become far more competitive, and market participants have
created ATS, ECNs and other execution venues which compete with the OTC and listed trading venues.
Initiatives by these and other market participants could draw market share away from the Company, and
thus negatively impact our business. In addition, there are many new entrants into the market, including
ATS, Multilateral Trading Facilities, systematic internalizers, dark liquidity pools, high frequency trading firms,
and market making firms competing for retail and institutional order flow. Further, many broker dealers offer
their own internal crossing networks. These factors continue to create further fragmentation and competition
in the marketplace.

» Market structure changes, competition, market conditions and a steady increase in electronic trading have
resulted in a reduction in institutional commission rates and volumes which may continue in the future.
Additionally, many institutional clients allocate commissions to broker dealers based not only on the quality
of executions, but also in exchange for research, or participation in soft dollar and commission recapture
programs.

« There continues to be growth in electronic trading, including direct market access platforms, algorithmic and
program trading, high frequency trading ECNs and dark liquidity pools. In addition, electronic trading
continues to expand to other asset classes, including options, currencies and fixed income. The expansion
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of electronic trading may result in the growth of innovative electronic products and competition for order flow
and may further reduce demand for traditional institutional voice services.

* Market structure changes, competition and technology advancements have led to an industry focus on
increasing execution speeds and a dramatic increase in electronic message traffic. Increases in execution
speeds and message traffic require additional expenditures for technology infrastructure and place heavy
strains on the technology resources, bandwidth and capacities of market participants. Additionally, the
expansion by market participants into trading of non-equities products offers similar challenges.

* There has been continued scrutiny of the capital markets industry by the regulatory and legislative authorities,
both in the U.S. and abroad, which could result in increased regulatory costs in the future. New legislation
or new or modified regulations and rules could occur in the future. Members of the U.S. Congress continue
to ask the SEC and other regulators to closely review the financial markets regulatory structure and make
the changes necessary to insure the rule framework governing the U.S. financial markets is comprehensive
and complete. The SEC and other regulators, both in the U.S. and abroad, have adopted and will continue
to propose and adopt rules where necessary, on a variety of marketplace issues — including, but not limited
to: high frequency trading, transaction taxes, indications of interest, off-exchange trading, dark liquidity pools,
internalization, post-trade attribution, colocation, market access, short sales, consolidated audit trails, policies
and procedures relating to technology controls and systems, and market volatility rules (including, Regulation
Systems Compliance and Integrity -- or, Regulation SCI).

* We expect increases, possibly substantial, in Section 31 fees and fees imposed by other regulators. In
addition, the Depository Trust & Clearing Corporation (DTCC) and NSCC are considering proposals which
could require substantial increases in clearing margin, liquidity and collateral requirements.

+ The Dodd-Frank Act affects nearly all financial institutions that operate in the U.S. While the weight of the
Dodd-Frank Act falls more heavily on large, complex financial institutions, smaller institutions will continue
to face a more complicated and expensive regulatory framework.

Income Statement Items

The following section briefly describes the key components of, and drivers to, our significant revenues and
expenses.

Revenues

Our revenues consist principally of Trading revenues, net and Commissions and fees from all of our business
segments.

Trading profits and losses on principal transactions primarily relate to our global market making activities and are
included within Trading revenues, net. These revenues are primarily affected by changes in the amount and mix of
equity trade and share volumes; our revenue capture, dollar value of equities traded, fixed income, options, futures
and FX trading volume and strategies; our ability to derive trading gains by taking proprietary positions; changes in
our execution standards; development of, and enhancement to, our market making models; performance of our client
and non-client trading models; volatility in the marketplace; our mix of broker dealer and institutional clients; client
service and relationships and regulatory changes and evolving industry customs and practices.

Revenues on transactions for which we charge explicit commissions or commission equivalents, which include
the majority of our institutional client orders and commissions on futures transactions are included within Commissions
and fees. Commissions and fees are primarily affected by changes in our equity, fixed income, futures and foreign
exchange transaction volumes with institutional clients; client relationships; changes in commission rates; client
experience on the various platforms; level of volume based fees from providing liquidity to other trading venues; and
the level of our soft dollar and commission recapture activity.

Interest, net is earned from our cash held at banks, cash held in trading accounts at third party clearing brokers
and from collateralized financing arrangements, such as securities borrowing. The Company’s third party clearing
agreements call for payment or receipt of interestincome, net of transaction-related interest charged by clearing brokers
for facilitating the settlement and financing of securities transactions. Net interest is primarily affected by interest rates;
the level of cash balances held at banks and third party clearing brokers including those held for customers; the level
of our securities borrowing activity; our level of securities positions in which we are long compared to our securities
positions in which we are short; and the extent of our collateralized financing arrangements.

39



Investment income and other, net primarily represents returns on our strategic and deferred compensation
investments, including the gain recognized on Knight common stock. Such income or loss is primarily affected by the
performance and activity of our strategic investments.

Expenses

Employee compensation and benefits expense primarily consists of salaries and wages paid to all employees;
performance-based compensation, which includes compensation paid to sales personnel and incentive compensation
paid to all other employees based on our profitability; employee benefits; and stock and unit-based compensation.
Employee compensation and benefits expense fluctuates, for the most part, based on changes in our revenues and
business mix, profitability and the number of employees. Compensation for employees engaged in sales activities is
determined primarily based on a percentage of their gross revenues net of certain transaction-based expenses.

Execution and clearance fees primarily represent fees paid to third party clearing brokers for clearing equities,
options and fixed income transactions; transaction fees paid to Nasdaq and other exchanges, clearing organizations
and regulatory bodies; and execution fees paid to third parties, primarily for executing trades on the NYSE, other
exchanges and ECNs. Execution and clearance fees primarily fluctuate based on changes in trade and share volume,
execution strategies, rate of clearance fees charged by clearing brokers and rate of fees paid to ECNs, exchanges
and certain regulatory bodies.

Communications and data processing expense primarily consists of costs for obtaining market data, connectivity,
telecommunications services, co-location and systems maintenance.

Depreciation and amortization expense results from the depreciation of fixed assets, which consist of computer
hardware, furniture and fixtures, and the amortization of purchased software, capitalized software development costs,
acquired intangible assets and leasehold improvements. We depreciate our fixed assets and amortize our intangible
assets on a straight-line basis over their expected useful lives. We amortize leasehold improvements on a straight-
line basis over the lesser of the life of the improvement or the remaining term of the lease.

Interest expense consists primarily of costs associated with our debt and for collateralized financing arrangements
such as securities lending and sale of financial instruments under our agreements to repurchase.

Payments for order flow primarily represent payments to broker dealer clients, in the normal course of business,
for directing to us their order flow in U.S. equities and options. Payments for order flow will fluctuate as we modify our
rates and as our percentage of clients whose policy is not to accept payments for order flow varies. Payments for order
flow also fluctuate based on U.S. equity share and option volumes, our profitability and the mix of market orders, limit
orders, and customer mix.

Occupancy and equipment rentals consist primarily of rent and utilities related to leased premises and office
equipment.

Professional fees consist primarily of legal, accounting, consulting, and other professional fees.

Business development consists primarily of costs related to sales and marketing, advertising, conferences and
relationship management.

Writedown of assets and lease loss accrual consist primarily of costs associated with the writedown of assets
which management has determined to be impaired and lease losses related to excess office space.

Writedown of capitalized debt costs represents charges recorded as the result of the prepayment of our debt.

Other expenses include regulatory fees, corporate insurance, employment fees, and general office expense.

40



Results of Operations

The following table sets forth the consolidated statements of operations data as a percentage of total revenues:

For the year ended December 31,

2013 2011
Revenues
Trading revenues, net 61.6% 76.4% 66.8%
Commissions and fees 27.0% 19.1% 31.1%
Interest, net -0.1% -0.4% -0.1%
Investment income and other, net 11.5% 4.9% 2.2%
Total revenues 100.0% 100.0% 100.0%
Expenses
Employee compensation and benefits 34.2% 28.6% 26.4%
Execution and clearance fees 24.2% 33.7% 31.6%
Communications and data processing 12.1% 16.4% 9.5%
Interest 4.4% 0.5% 0.1%
Depreciation and amortization 5.4% 6.3% 5.0%
Payments for order flow 3.5% 0.5% 0.4%
Professional fees 4.6% 2.6% 1.9%
Occupancy and equipment rentals 2.4% 2.3% 1.1%
Business development 0.5% 0.0% 0.0%
Writedown of capitalized debt costs 1.3% 0.0% 0.0%
Writedown of assets and lease loss accrual 1.4% 0.0% 0.0%
Other 4.2% 4.2% 2.9%
Total expenses 98.3% 95.2% 78.9%
Income from continuing operations before income taxes 1.7% 4.8% 21.1%
Income tax (benefit) expense -10.0% 1.9% 3.4%
Income from continuing operations, net of tax 11.8% 2.9% 17.8%
Loss from discontinued operations, net of tax 0.0% 0.0% 0.0%
Net income 11.8% 2.9% 17.8%
Percentages may not add due to rounding.
Year Ended December 31, 2013 and 2012
Revenues
Market Making
For the year
ended December 31,
2013 2012 Change % of Change
Trading revenues, net (thousands) $ 614,232 $ 421,063 $ 193,168 45.9%
Commissions and fees (thousands) 86,260 69,307 16,953 24.5%
Interest, net and other (thousands) (12,294) 5,057 (17,352) N/M
Total Revenues from Market Making (thousands) $ 688,197 $ 495,427 192,770 38.9%

Totals may not add due to rounding.
N/M - Not meaningful

Total revenues from the Market Making segment, which primarily comprises Trading revenues, net and
Commissions and fees from our domestic businesses, were $688.2 million for 2013 and $495.4 million in 2012.
Revenues for 2013 were driven by solid U.S. equity revenue capture. Specifically, both direct-to-client trading strategies
as well as non-client exchange-based market making in fixed income and options performed well in 2013, although,
revenues across all asset classes were negatively impacted due to lower market volumes and volatility.
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Global Execution Services

For the year
ended December 31,

2013 2012 Change % of Change
Commissions and fees (thousands) $ 189,215 $ 36,211 $ 153,004 422.5%
Trading revenues, net (thousands) 11,823 (1) 11,823 N/M
Interest, net and other (thousands) (3,273) 1 (3,273) N/M
Total Revenues from Global Execution Services
(thousands) $ 197,766 $ 36,211 161,555 446.1%

Totals may not add due to rounding.
N/M - Not meaningful

Total revenues from the Global Execution Services segment, which primarily comprises Commissions and fees
and, to a lesser extent, Trading revenues, net from agency execution activity and activity on our venues were $197.8
million for 2013. Revenues principally reflect the performance of our high and low touch equity businesses, including
KCG EMS, which includes Knight Direct and GETAIpha, as well as trading venues such as KCG Hotspot and KCG
Bondpoint.

Corporate and Other
For the year
ended December 31,
2013 2012 Change % of Change
Total Revenues from Corporate and Other (thousands) $ 134,208 $ 19,596 §$ 114,612 584.9%

Total revenues from the Corporate and Other segment, which represent interest income from our stock borrow
activity and gains or losses on strategic investments were $134.2 million for 2013 and $19.6 million in 2012. Revenues
in 2013 include a $128.0 million non-cash gain on GETCQ's investment in Knight common stock.

Expenses

Employee compensation and benefits expense fluctuates, for the most part, based on changes in our business
mix, revenues, profitability and the number of employees. Employee compensation and benefits expense was $349.2
million for 2013 and $157.9 million in 2012. The increase on a dollar basis was primarily due to an increase in the
number of employees following the Mergers and higher severance costs associated with reductions in our workforce
and the reorganization of our ETF team following the Mergers. Excluding the compensation expenses related to
reductions in our workforce and the reorganization of our ETF team of $33.7 million, and costs related to unit based
compensation acceleration due to the Mergers of $22.0 million, Employee compensation and benefits was $293.5
million or 32.6% of total revenues for 2013, excluding the revenue items excluded from adjusted pre-tax earnings
("adjusted revenues"), and $157.9 million or 28.6% for 2012.

The number of full time employees increased to 1,229 at December 31, 2013 as compared to 409 at December 31,
2012. As of the Merger date of July 1, 2013, the number of full time employees was 1,397 (excluding employees of
Urban).

Execution and clearance fees were $246.4 million for 2013 and $185.8 million in 2012. Execution and clearance
fees fluctuate based on changes in transaction volumes, shift in business mix, regulatory fees and operational
efficiencies and scale. Execution and clearance fees were 27.4% of adjusted revenues for 2013 and 33.7% for 2012.

Payments for order flow fluctuate as a percentage of revenue due to changes in volume, client and product mix,
profitability, and competition. Payments for order flow were $35.7 million for 2013 and $3.0 million in 2012. The variance
is due to the addition of the direct-to-client market making business that was added as part of the Mergers. As a
percentage of adjusted revenues, Payments for order flow were 4.0% in 2013 and 0.5% for 2012.

Interest expense was $44.8 million for 2013 and $2.7 million in 2012. Interest expense increased primarily due
to interest on the debt financing for the Mergers as well as stock loan interest expense as it relates to the funding of
our securities positions.

Professional fees were $46.7 million for 2013 and $14.1 million in 2012. Professional fees include legal costs
incurred after the Mergers related to Knight's August 1, 2012 trading loss and legal, consulting and investment banking
fees related to the Mergers. Excluding the $34.2 million in professional fees related to the Mergers and August 1, 2012
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trading loss, Professional fees were $12.4 million for 2013 compared to $9.8 million in 2012, excluding $4.3 million in
professional fees related to the Mergers.

Writedown of assets of $14.7 million for the year ended December 31, 2013 primarily relates to a writedown of
excess real estate as we consolidated several offices located in the same city following the Mergers. There were no
writedown of assets for the year ended December 31, 2012. Writedown of capitalized debt costs of $13.2 million for
2013 relates to the writedown of debt issuance costs as a result of the repayment of $300.0 million of the First Lien
Credit Facility.

All other expenses were $251.6 million for the year ended December 31, 2013 and $161.5 million for the
comparable period in 2012. These cost increases primarily relate to an increase in the size of KCG following the
Mergers. Communications and data processing expense primarily relates to market data, co-location and connectivity
expenses. Depreciation and amortization expense results from the depreciation of fixed assets and the amortization
of purchased software, capitalized software development costs, acquired intangible assets and leasehold
improvements. Occupancy and equipment rentals expense include additional real estate related costs in 2013 following
the Mergers. Business development expense primarily includes client-related events and higher advertising costs.

Our effective tax rate for the year ended December 31, 2013 from continuing operations of -574% differed from
the federal statutory rate of 35% primarily due to the recognition of $103.5 million of deferred tax benefits as a result
of GETCO becoming subject to U.S. corporate income taxes following the Mergers, the nontaxable gain from GETCO's
investment in Knight common stock, foreign taxes, nondeductible expenses including certain compensation and meals
and entertainment and GETCO being structured as a pass through entity that was not largely subject to U.S. corporate
income taxes prior to the Mergers. Our effective tax rate for the year ended December 31, 2012 from continuing
operations of 38.9% differed from the federal statutory rate of 35% primarily due to GETCO being structured as a pass
through entity that was not largely subject to U.S. corporate income taxes prior to the Mergers as well as state, local
and non-U.S. income taxes.

Year Ended December 31, 2012 and 2011

Revenues
Market Making
For the year
ended December 31,
2012 2011 Change % of Change

Trading revenues, net (thousands) $ 421,063 $ 611,845 § (190,782) (31.2)%
Commissions and fees (thousands) 69,307 257,021 (187,714) (73.0)%
Interest, net and other (thousands) 5,057 (6,106) 11,164 N/M

Total Revenues from Market Making (thousands) $ 495427 § 862,759 (367,332) (42.6)%

Totals may not add due to rounding.
N/M - Not meaningful

Total revenues from the Market Making segment, which primarily comprises Trading revenues, net and
Commissions and fees from our domestic businesses, were $495.4 million for 2012 and $862.8 million in 2011.
Revenues for 2012 were affected by lower market volumes and volatility as well as lower market share. Revenues
were also affected by lower liquidity rebates due to lower volumes.
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Global Execution Services

For the year
ended December 31,

2012 2011 Change % of Change
Commissions and fees (thousands) $ 36,211 $ 27,599 $ 8,612 31.2%
Trading revenues, net (thousands) (1) — (1) N/M
Interest, net and other (thousands) 1 — 1 N/M
Total Revenues from Global Execution Services
(thousands) $ 36,211 $ 27,599 8,612 31.2%

Totals may not add due to rounding.

Total revenues from the Global Execution Services segment, which primarily comprises Commissions and fees
from agency execution activity and activity on our venues were $36.2 million for 2012 and $27.6 million in 2011. The
increase in revenues principally reflects the higher routing volumes and revenues for GETAlpha.

Corporate and Other

For the year
ended December 31,

2012 2011 Change % of Change
Total Revenues from Corporate and Other (thousands) $ 19,596 $ 25,089 $ (5,493) (21.9)%

Total revenues from the Corporate and Other segment, which includes gains or losses on strategic investments
were $19.6 million for 2012 and $25.1 million in 2011. Revenues for 2012 includes a $16.0 million dividend from our
strategic investment in Chi-X. Revenues for 2011 includes $27.8 million in unrealized gains on our strategic investment
in BATS.

Expenses

Employee compensation and benefits expense was $157.9 million for 2012 and $241.8 million in 2011. The
decrease on a dollar basis was primarily due to lower discretionary compensation resulting from a decrease in overall
results offset, in part, by higher salary and wages due to increased headcount.

Execution and clearance fees were $185.8 million for 2012 and $289.0 million in 2011. Execution and clearance
fees fluctuate based on changes in transaction volumes, shift in business mix, regulatory fees and operational
efficiencies and scale. As a percentage of total revenue, Execution and clearance fees were 33.7% for 2012 and 31.6%
for the comparable period in 2011. Execution and clearance fees in 2012 were lower due to lower trading volumes.

Payments for order flow fluctuate as a percentage of revenue due to changes in volume, client and product mix,
profitability, and competition. Payments for order flow were $3.0 million for 2012 and $3.3 million for 2011. The decrease
in Payments for order flow was due to lower trading volumes. As a percentage of total revenue, Payments for order
flow were 0.5% for 2012 and 0.4% in 2011.

Professional fees were $14.1 million for 2012 and $17.1 million in 2011. Professional fees in 2012 include legal
costs related to the legal, consulting and investment banking fees related to the Mergers. Excluding the $4.3 million
of professional fees related to the Mergers, Professional fees were $9.8 million for 2012. Professional fees decreased
in 2012 due to lower corporate legal, tax consulting, and other consulting fees.

Interest expense was $2.7 million for 2012 and $1.3 million in 2011. Interest expense increased primarily due to
interest on a new secured credit facility as well as a draw down on the $50.0 million unsecured revolver to fund the
Company's August 2012 investment in Knight.

All other expenses were $161.5 million for 2012 and $169.4 million in 2011. Communications and data processing
expense relates to market data, co-location and connectivity expenses. Occupancy and equipment rentals expense
includes additional real estate related costs as well as new office leases. Other expenses decreased due to lower
travel costs and lower costs associated with firmwide events.

Our effective tax rate of 38.9% and 15.9% for the year ended December 31, 2012 and 2011, respectively, from
continuing operations differed from the federal statutory rate of 35% primarily due to GETCO being structured as a
pass through entity that was not largely subject to U.S. corporate income taxes prior to the Mergers as well as state,
local and non-U.S. income taxes.
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Financial Condition, Liquidity and Capital Resources
Financial Condition

We have historically maintained a highly liquid balance sheet, with a substantial portion of our total assets
consisting of cash, highly liquid marketable securities and short term receivables. As of December 31, 2013 and
December 31, 2012, we had total assets of $6.99 billion and $1.69 billion, respectively, a significant portion of which
consisted of cash or assets readily convertible into cash as follows (in thousands):

December 31, December 31,

2013 2012

Cash and cash equivalents $ 674,281 $ 427,631
Financial instruments owned, at fair value:

Equities 2,298,785 378,933

Listed options 339,798 92,305

Debt securities 83,256 183,637
Collateralized agreements:

Securities borrowed 1,357,387 52,261
Receivables from brokers, dealers and clearing organizations (1) 952,957 142,969
Total cash and assets readily convertible to cash $ 5,706,464 $ 1,277,736

* Totals may not add due to rounding.
(1) Excludes $304.3 million of assets segregated or held in separate accounts under federal or other regulations.

Substantially all of the non-cash amounts disclosed in the table above can be liquidated into cash within five
business days under normal market conditions, however, the liquidated values may be subjected to haircuts during
distressed market conditions as Knight saw following its August 1, 2012 trading loss.

Financial instruments owned principally consist of equities and listed options that trade on the NYSE, NYSE Amex
and NYSE Arca markets, Nasdaq and on the OTC Bulletin Board as well as U.S. government and non-U.S. government
obligations and corporate debt securities, which include short-term bond funds. These financial instruments are used
to generate revenues in our Market Making and Global Execution Services segments.

Securities borrowed represent the value of cash or other collateral deposited with securities lenders to facilitate
our trade settlement process.

Receivables from brokers, dealers and clearing organizations include interest bearing cash balances held with
third party clearing brokers, including, or net of, amounts related to securities transactions that have not yet reached
their contracted settlement date, which is generally within three business days of the trade date.

As of December 31, 2013, $1.23 billion of equities have been pledged as collateral to third-parties under financing
arrangements. As of December 31, 2012, $50.7 million of equities were pledged as collateral to third-parties under
financing arrangements.

Other assets primarily comprises collateral accounts, as well as deposits, prepaids and other miscellaneous
receivables.

The growth in the balances of financial instruments owned, receivable from brokers, dealers and clearing
organizations and securities borrowed are all consistent with and related to the Mergers. Our securities inventory
fluctuates based on trading volumes, market conditions, trading strategies utilized and our pre-determined risk limits.

Total liabilities were $5.48 billion at December 31, 2013 and $721.7 million at December 31, 2012. Similar to the
asset side, the growth in Financial instruments sold, not yet purchased, Collateralized financings and Payable to
brokers, dealers and clearing organizations is related to the addition of the market making and global execution services
businesses in conjunction with the Mergers. As noted throughout the document, substantially all of our debt was issued
in order to complete the Mergers. The “Liquidity and Capital Resources” section of this document includes a detailed
description of the debt.
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Equity, including redeemable preferred member's equity, increased by $541.4 million, from $965.8 million at
December 31, 2012 to $1.51 billion at December 31, 2013. The increase in equity, including redeemable preferred
member's equity, from December 31, 2012 was primarily a result of the Mergers, which resulted in $461.0 million of
equity being issued to former Knight stockholders, as well as 2013 net income.

Liquidity and Capital Resources

We have financed our business primarily through cash generated by operations, a series of debt transactions
and the issuance of equity.

At December 31, 2013, we had net current assets, which consist of net assets readily convertible into cash less
current liabilities, of approximately $1.37 billion.

Net income from continuing operations was $120.0 million during 2013 and $16.2 million during 2012. Included
in these amounts were certain non-cash income and expenses such as gain on investment, stock and unit-based
compensation, depreciation, amortization and certain non-cash writedowns. We recorded a non-cash gain of $128.0
million on the investment in Knight common stock in 2013. Stock and unit-based compensation was $64.3 million and
$12.3 million during 2013 and 2012, respectively. Depreciation and amortization expense was $55.6 million and $34.9
million during 2013 and 2012, respectively. We had non-cash charges of $14.7 million for the writedown of excess real
estate and fixed assets at these locations during 2013 and $13.2 million for the writedown of capitalized debt costs in
conjunction with our $300.0 million in debt repayment. There were no non-cash writedowns during 2012. Net income
from continuing operations during 2013 also included a $103.5 million non-cash deferred income tax benefit due to
the Company becoming subject to U.S. corporate income taxes as a result of the Mergers.

Capital expenditures related to our continuing operations were $27.7 million and $31.4 million during 2013 and
2012, respectively. Purchases of investments were $0.2 million and $87.3 million during 2013 and 2012, respectively.
Purchases of investments in 2012 was primarily related to the acquisition of Knight preferred shares in the third quarter
of 2012. Proceeds and distributions received from investments were $3.3 million and $72.2 million during 2013 and
2012, respectively. Payments to former Knight stockholders during 2013 were $720.0 million in conjunction with the
Mergers.

Cash Convertible Senior Subordinated Notes

In March 2010, Knight issued $375.0 million of Cash Convertible Senior Subordinated Notes (the “Convertible
Notes”) due on March 15, 2015 in a private offering exempt from registration under the Securities Act of 1933, as
amended.

The Convertible Notes bear interest at a rate of 3.50% per year, payable semi-annually in arrears, on March 15
and September 15 of each year, commencing on September 15, 2010 and will mature on March 15, 2015, subject to
earlier repurchase or conversion. The Convertible Notes are reported as Debt in the Company’s Consolidated
Statements of Financial Condition.

On July 1, 2013, $375.0 million, which was the amount needed to repurchase the aggregate amount of Knight's
Convertible Notes in full at maturity, was deposited in a cash collateral account under the sole dominion and control
of the collateral agent under the First Lien Credit Facility (the "Collateral Account").

Following the Mergers, a total of $257.7 million in principal amount of the Convertible Notes were repurchased
using funds deposited in the Collateral Account. The repurchase included accrued and unpaid interest of $3.6 million.
$117.3 million in principal of the Convertible Notes were outstanding at December 31, 2013. In October 2013, the funds
remaining in the Collateral Account were used to repay a portion of the First Lien Credit Facility. As of December 31,
2013, there were no funds remaining in the Collateral Account.

Senior Secured Notes Indenture

On June 5, 2013 GETCO Financing Escrow LLC (“Finance LLC”), a wholly-owned subsidiary of GETCO, issued
8.250% senior secured notes due in 2018 in the aggregate principal amount of $305.0 million (the “Senior Secured
Notes”) pursuant to an indenture, dated June 5, 2013 (as amended, the "Senior Secured Notes Indenture"). On July
1, 2013, KCG entered into a first supplemental indenture (the “First Supplemental Indenture”) pursuant to which KCG
assumed all of the obligations of Finance LLC which comprised the Senior Secured Notes plus certain escrow agent
fees and expenses of $3.0 million.
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On July 1, 2013, KCG and certain subsidiary guarantors (the "Guarantors") under the First Lien Credit Facility,
as defined below, entered into a Second Supplemental Indenture, whereby the Senior Secured Notes and the obligations
under the related Senior Secured Notes Indenture will be fully and unconditionally guaranteed on a joint and several
basis by the Guarantors and are secured by second-priority pledges and second-priority security interests in, and
mortgages on, the collateral securing the First Lien Credit Facility, subject to certain exceptions.

The Senior Secured Notes mature on June 15, 2018 and bear interest at a rate of 8.250% per year, payable on
June 15 and December 15 of each year, beginning on December 15, 2013.

The Senior Secured Notes Indenture contains customary affirmative and negative covenants, including limitations
on indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, prepayments of other indebtedness, restrictions on subsidiaries and issuance
of capital stock. As of December 31, 2013, we were in compliance with the covenants.

On July 1, 2013, KCG and the Guarantors entered into a joinder to the registration rights agreement dated June
5, 2013, (the "Senior Secured Notes Registration Rights Agreement") between Finance LLC and Jefferies LLC as
representative of the initial purchasers of the Senior Secured Notes. Pursuant to the registration rights agreement,
KCG shall use commercially reasonable efforts to (i) file an exchange offer registration statement with the SEC with
respect to a registered offer to exchange the Senior Secured Notes, (ii) issue exchange securities within 365 days
after June 5, 2013, and, (iii) in certain circumstances, file a shelf registration statement with respect to resales of the
Senior Secured Notes. If KCG and the Guarantors fail to comply with certain obligations under the Senior Secured
Notes Registration Rights Agreement, additional interest of up to 1.00% per annum will accrue on the Senior Secured
Notes.

In October 2013, the Company received consents ("Consent") from 99.7% of its registered holders ("Holders")
of the Senior Secured Notes to amend, among other things, the terms of the Senior Secured Notes among the
Company, The Bank of New York Mellon, as trustee and collateral agent (the “Trustee”), and the guarantors. As a
result, the Company entered into a Third Supplemental Indenture with the Trustee to amend the Senior Secured Notes
Indenture to permit the purchase, redemption or repayment of the Convertible Notes at any price, including ata premium
or at a discount from the face value thereof, with any available cash.

First Lien Credit Facility

On July 1, 2013, KCG, as borrower, entered into a first lien senior secured credit agreement (the “Credit
Agreement”) with Jefferies Finance LLC and Goldman Sachs Bank USA. The Credit Agreement was in the amount of
$535.0 million (the “First Lien Credit Facility”), all of which was drawn on July 1, 2013

The First Lien Credit Facility also provides for a future uncommitted incremental first lien senior secured revolving
credit facility of up to $50.0 million, including letter of credit and swingline sub-facilities, on certain terms and conditions
contained in the Credit Agreement. For the six months ended December 31, 2013, there were no borrowings made
against the $50.0 million first lien senior secured revolving credit facility.

The First Lien Credit Facility bears interest, at KCG's option, at a rate based on the prime rate (“First Lien Prime
Rate Loans”) or based on LIBOR (“First Lien Eurodollar Loans”). First Lien Prime Rate Loans bear interest at a rate
per annum equal to the greatest of prime rate, 2.25%, the federal funds rate plus 0.50%, and an adjusted one-month
LIBOR rate plus 1.00%, in each case plus an applicable margin of 3.50%. First Lien Eurodollar Loans bear interest at
a rate per annum equal to the adjusted LIBOR rate (subject to a 1.25% LIBOR floor) corresponding to the interest
period plus an applicable margin of 4.50% per annum. As of December 31, 2013, the interest rate was 5.75% per
annum.

The First Lien Credit Facility matures on December 5, 2017. The First Lien Credit Facility requires an amortization
payment of $235.0 million on July 1, 2014, followed by quarterly amortization payments of $7.5 million on each
September 30, December 31, March 31 and June 30, with the balance due on maturity.

Optional prepayments of borrowings under the First Lien Credit Facility are permitted at any time, without premium
or penalty, subject, however, to a 1% prepayment premium for optional prepayments of the First Lien Credit Facility
made prior to July 1, 2014 with a new or replacement term loan facility with an “effective” interest rate less than that
applicable to the First Lien Credit Facility.

The First Lien Credit Facility is fully and unconditionally guaranteed on a joint and several basis by all of KCG's
existing and future direct and indirect 100% owned domestic subsidiaries, other than certain subsidiaries including
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regulated broker dealers and other regulated subsidiaries that, in each case, are not permitted to provide such
guarantees under applicable law.

The First Lien Credit Facility contains customary affirmative and negative covenants, including limitations on
indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, prepayments of other indebtedness, restrictions on subsidiaries, capital
expenditures and issuance of capital stock. It also contains financial maintenance covenants establishing a maximum
consolidated first lien leverage ratio, a minimum consolidated interest coverage ratio and a minimum consolidated
tangible net worth.

In connection with the Consent and the Third Supplemental Indenture, the Company entered into an amendment
to its Credit Agreement (the “Credit Agreement Amendment”) with the consent of the requisite percentage of lenders
under its First Lien Credit Facility. The Credit Agreement Amendment permits the Company to prepay a portion of the
principal amount of borrowings under the First Lien Credit Facility from time to time for a period of 60 days following
the effective date of the Credit Agreement Amendment out of the cash set aside in the Collateral Account, after which
period the remaining cash in the Collateral Account will be required to be used to prepay a portion of the principal
amount of borrowings under the First Lien Credit Facility. As permitted by the Credit Agreement Amendment, the
Company applied 100% of the $117.3 million cash set aside in the Collateral Account to prepay a portion of the principal
amount of borrowings under the First Lien Credit Facility on October 23, 2013. The Credit Agreement Amendment also
permits the purchase, redemption or repayment of the Convertible Notes at any price, including at a premium or at a
discount from the face value thereof, with any available cash. See “Principal repayment under Credit Agreement” for
a discussion of the repayment.

The Company incurred issuance costs of $37.4 million in connection with the issuance of Senior Secured Notes,
Credit Agreement and Consent. The issuance costs were capitalized and recorded within Other assets on the
Consolidated Statements of Financial Condition and are being amortized over the respective terms of the Senior
Secured Notes and the Credit Agreement. Including issuance costs, the Senior Secured Notes and Credit Agreements
have effective yields of 9.0% and 8.3%, respectively, as of December 31. 2013. During the fourth quarter of 2013, the
Company made $300.0 million principal repayments under the Credit Agreement resulting in $235.0 million principal
outstanding under the First Lien Credit Facility at December 31, 2013. The payments resulted in a writedown of debt
issuance costs of $13.2 million in 2013. The Company made an additional $100.0 million principal repayment in
January 2014, which resulted in a further writedown of debt issuance costs at such time. See "Subsequent Events"
below for further discussion.

Revolving Credit Agreement

On July 1, 2013, OCTEG, LLC (“OCTEG”) and KCA, each of which are wholly-owned broker dealer subsidiaries
of KCG effective July 1, 2013, as borrowers, and KCG, as guarantor, entered into a credit agreement (the “OCTEG-
KCA Facility Agreement”) with a consortium of banks and financial institutions. The OCTEG-KCA Facility Agreement
replaces an existing credit agreement, dated as of June 6, 2012, among OCTEG and three banks.

The OCTEG-KCA Facility Agreement comprises two classes of revolving loans in a total committed amount of
$450.0 million, together with a swingline facility with a $50.0 million sub-limit, subject to two borrowing bases (collectively,
the “OCTEG-KCA Revolving Facility”): Borrowing Base A and Borrowing Base B. The OCTEG-KCA Revolving Facility
also provides for a future increase of the revolving credit facility of up to $300.0 million to a total of $750.0 million on
certain terms and conditions.

Borrowings under the OCTEG-KCA Facility shall bear interest, at the applicable borrower's option, at a rate based
on the federal funds rate (“Base Rate Loans”) or based on LIBOR (“Eurodollar Loans”), in each case plus an applicable
margin. For each Base Rate Loan, the interest rate per annum is equal to the greater of the federal funds rate or an
adjusted one-month LIBOR rate plus (a) for each Borrowing Base A loan, a margin of 1.75% per annum and (b) for
each Borrowing Base B loan, a margin of 2.25% per annum. For each Eurodollar Loan, the interest rate per annum is
equal to an adjusted LIBOR rate corresponding to the interest period plus (a) for each Borrowing Base Aloan, a margin
of 1.75% per annum and (b) for each Borrowing Base B loan, a margin of 2.25% per annum. As of December 31, 2013,
there were no outstanding borrowings under the OCTEG-KCA Facility Agreement.

The proceeds of the Borrowing Base A loans are available to both OCTEG and KCA and may be used solely to
finance the purchase and settlement of securities. The proceeds of Borrowing Base B loans are available solely to
KCA and may be used solely to fund clearing deposits with the National Securities Clearing Corporation.
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The borrowers will be charged a commitment fee at a rate of 0.35% per annum on the average daily amount of
the unused portion of the OCTEG-KCA Facility Agreement.

The loans under the OCTEG-KCA Facility Agreement will mature on June 6, 2015. The OCTEG-KCA Revolving
Facility is fully and unconditionally guaranteed on an unsecured basis by KCG and, to the extent elected by OCTEG
or KCA, any of their respective subsidiaries. Itis secured by first-priority pledges of and liens on certain eligible securities,
subject to applicable concentration limits, in the case of Borrowing Base A loans, and by first-priority pledges of and
liens on the right to the return of certain eligible NSCC margin deposits, in the case of Borrowing Base B loans.

The OCTEG-KCA Revolving Facility includes customary affirmative and negative covenants, including limitations
on indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, restrictions on subsidiaries, issuance of capital stock, negative pledges and
business activities. It contains financial maintenance covenants establishing a minimum total regulatory capital for
each of OCTEG and KCA, a maximum total asset to total regulatory capital ratio for each of OCTEG and KCA, a
minimum excess net capital limit for each of OCTEG and KCA, a minimum liquidity ratio for KCA, and a minimum
tangible net worth threshold for KCG. As of December 31, 2013, we were in compliance with the covenants.

In connection with the OCTEG-KCA Revolving Facility, The Company incurred issuance costs of $1.2 million
which has been capitalized and recorded within Other assets on the Consolidated Statements of Financial Condition
and is being amortized over the term of the OCTEG-KCA Revolving Facility.

OCTEG and KCA shall each be obligated only with respect to the principal and interest of their own borrowings,
and not the interest and principal of the other borrower's borrowings.

See Footnote 12 “Debt” included in Part Il, Item 8 “Financial Statements and Supplementary Data” of this Form
10-K.

The OCTEG-KCA Revolving Facility was amended on October 24, 2013 to permit OCTEG to be removed as a
borrower under the OCTEG-KCA Revolving Facility. As of January 1, 2014, OCTEG was merged into KCA as a result
of consolidating our domestic broker dealers. KCA was renamed KCG Americas LLC.

Stock issuance

On July 1, 2013, prior to the closing of the Mergers, GETCO issued $55.0 million of units to an affiliate of General
Atlantic, which were converted to shares of KCG Class ACommon Stock and warrants upon the closing of the Mergers.

Stock repurchase

We do not have an authorized stock repurchase program as of December 31, 2013. Certain treasury stock
repurchases represent shares of KCG Class A Common Stock repurchased in satisfaction of tax withholding obligations
upon vesting of employee restricted equity awards. We had 122.2 million shares of KCG Class A Common Stock
outstanding as of December 31, 2013, including RSUs.

Regulatory requirements

Our U.S. registered broker dealers are subject to regulatory requirements intended to ensure the general financial
soundness and liquidity of broker dealers and FCMs and require the maintenance of minimum levels of net capital, as
defined in SEC Rule 15c3-1 as well as other capital requirements from several commodity organizations including the
Commodities Futures Trading Commission (“CFTC”) and the National Futures Association (“NFA”). These regulations
also prohibit a broker dealer from repaying subordinated borrowings, paying cash dividends, making loans to its parent,
affiliates or employees, or otherwise entering into transactions which would result in a reduction of its total net capital
to less than 120% of its required minimum capital. Moreover, broker dealers are required to notify the SEC, CFTC and
other regulators prior to repaying subordinated borrowings, paying dividends and making loans to its parent, affiliates
or employees, or otherwise entering into transactions, which, if executed, would result in a reduction of 30% or more
of its excess net capital (net capital less minimum requirement). The SEC and the CFTC have the ability to prohibit or
restrict such transactions if the result is detrimental to the financial integrity of the broker dealer. As of December 31,
2013, our broker dealers were in compliance with the applicable regulatory net capital rules.

The following table sets forth the net capital level and requirements for our regulated U.S. broker dealer subsidiaries
at December 31, 2013, as reported in its respective regulatory filing (in thousands):
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Net Capital Excess Net

Entity Net Capital Requirement Capital
KCA $ 396,655 $ 22,300 $ 374,355
OCTEG 98,737 1,000 97,737
GETCO Execution Services, LLC 11,433 250 11,183

As of January 1, 2014, OCTEG was merged into KCA as a result of consolidating our domestic broker dealers
and KCA was subsequently renamed KCG Americas LLC.

Our U.K. registered broker dealers are subject to certain financial resource requirements of the FCA while our
Singapore and Australian broker dealers are subject to certain financial resource requirements of the Securities and
Futures Commission (“SFC”) and the Australian Securities and Investment Commission, respectively. The following
table sets forth the financial resource requirement for the following significant foreign regulated broker dealers at
December 31, 2013 (in thousands):

Excess
Financial Resource Financial
Entity Resources Requirement Resources
GETCO Europe Limited $ 157,254 $ 80,900 $ 76,354
KCG Europe Limited 97,892 65,967 31,927

Contractual Obligations

In connection with our operating activities, we enter into certain contractual obligations. Our future cash payments
associated with our contractual obligations pursuantto operating leases, net of sublease obligations as of December 31,
2013 are summarized below (in thousands):

Payments due in:

2015- 2017- 2019-
2014 2016 2018 2027 Total
Senior Secured Notes (1) $ — — 305,000 $ — % 305,000
Credit Agreement (1) 11,750 47,000 176,250 — 235,000
Convertible Notes (1) — 117,259 — — 117,259
Operating lease obligations (2) 25,374 45,721 46,381 63,031 180,507
Capital lease (2) 8,222 2,072 — — 10,294
Total $ 45346 $ 212,052 $ 527,631 $ 63,031 $ 848,060

1- See Footnote 12, “Debt” to the Consolidated Financial Statements

2 - See Footnote 21, “Commitments and Contingent Liabilities” to the Consolidated Financial Statements
Totals may not add due to rounding.

KCG also has provided, and may in the future provide, in the ordinary course of business, unsecured guarantees
to guarantee the payment obligations of certain of its subsidiaries under trading, repurchase, financing and stock loan
arrangements, as well as under certain leases.

Off-Balance Sheet Arrangements

As of December 31, 2013, we did not have any off-balance sheet arrangements, as defined in ltem 303(a)(4)(ii)
of SEC Regulation S-K.

Effects of Inflation

The majority of our assets are liquid in nature and therefore are not significantly affected by inflation. However,
the rate of inflation may affect our expenses, such as employee compensation, office leasing costs and communications
expenses, which may not be readily recoverable in the prices of the services offered by us. To the extent inflation
results in rising interest rates and has other adverse effects on the securities markets, it may adversely affect our
financial position and results of operations.
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Discontinued Operations

In July 2013, we entered into an agreement to sell to an investor group our reverse mortgage origination
securitization business, Urban, that was previously owned by Knight. The transaction completed in the fourth quarter
of 2013. The results of operations have been included in Income from discontinued operations, net of tax within the
Consolidated Statements of Operations for the year ended December 31, 2013.

Subsequent Events
Principal repayment under Credit Agreement

On January 22, 2014, the Company made a $100.0 million principal repayment under the Credit Agreement and
will record an additional writedown of its capitalized debt issuance cost of $4.2 million in the first quarter of 2014.
Including this payment, the Company has completed $400.0 million in principal repayments since entering into the
Credit Agreement on July 1, 2013, fully satisfying the amortization payment of $235.0 million due on July 1, 2014
leaving a remaining outstanding balance of $135.0 million.

Merger of BATS and Direct Edge

In January 2014, BATS Global Markets Inc. and Direct Edge Holdings LLC announced plans to pay certain
dividends to shareholders contingent on the completion of their pending merger. As a shareholder in both BATS and
Direct Edge, KCG received approximately $41.7 million from the aggregate dividends paid at the close of the merger,
which occurred on January 31, 2014.

Critical Accounting Policies

Our Consolidated Financial Statements are based on the application of GAAP which requires us to make estimates
and assumptions about future events that affect the amounts reported in our financial statements and the accompanying
notes. Future events and their effects cannot be determined with certainty. Therefore, the determination of estimates
requires the exercise of judgment. Actual results could differ from those estimates and any such differences may be
material to our Consolidated Financial Statements. We believe that the estimates set forth below may involve a higher
degree of judgment and complexity in their application than our other accounting estimates and represent the critical
accounting estimates used in the preparation of our consolidated financial statements. We believe our judgments
related to these accounting estimates are appropriate. However, if different assumptions or conditions were to prevail,
the results could be materially different from the amounts recorded.

Financial Instruments and Fair Value—We value our financial instruments using a hierarchy of fair value that
maximizes the use of observable inputs and minimizes the use of unobservable inputs when measuring fair value.

The fair value hierarchy can be summarized as follows:

» Level 1—Valuations based on quoted prices in active markets for identical assets or liabilities that we have
the ability to access. Since valuations are based on quoted prices that are readily and regularly available in
an active market, valuation of these products does not entail a significant degree of judgment.

» Level 2—Valuations based on quoted prices in markets that are not active or for which all significant inputs
are observable, either directly or indirectly.

* Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

Changes in fair value are recognized in earnings each period for financial instruments that are carried at fair
value.

Our financial instruments owned and financial instruments sold, not yet purchased will generally be classified
within Level 1 of the fair value hierarchy because they are valued using quoted market prices or broker or dealer
quotations with reasonable levels of price transparency.

The types of instruments that trade in markets that are not considered to be active, but are valued based on
observable inputs such as quoted market prices or alternative pricing sources with reasonable levels of price
transparency are generally classified within Level 2 of the fair value hierarchy.

Our foreign currency forward contracts, investment in the Deephaven Funds and deferred compensation
investments are also classified within Level 2.
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We have no financial instruments classified within Level 3 of the fair value hierarchy.

There were no transfers of financial instruments between levels of the fair value hierarchy for any periods
presented.

Goodwill and Intangible Assets—As a result of our various acquisitions, we have acquired goodwill and identifiable
intangible assets. We determine the values and useful lives of intangible assets upon acquisition. Goodwill is the cost
of acquired companies in excess of the fair value of net assets, including identifiable intangible assets, at the acquisition
date. We test goodwill and intangible assets with an indefinite useful life for impairment at least annually or when an
event occurs or circumstances change that signifies the existence of impairment.

Goodwill

Goodwill of $16.3 million at December 31, 2013 primarily a result of the Mergers and primarily relates to our
Market Making segment. We test the goodwill in each of our reporting units forimpairment at least annually by comparing
the estimated fair value of each reporting unit with its estimated net book value. We will derive the fair value of each
of our reporting units based on valuation techniques we believe market participants would use for each segment
(observable market multiples and discounted cash flow analyses) and we will derive the net book value of our reporting
units by estimating the amount of stockholders’ equity required to support the activities of each reporting unit. As part
of our test for impairment, we will also consider the profitability of the applicable reporting unit as well as our overall
market value, compared to our book value. No events occurred during the year ended December 31, 2013 that would
indicate that our goodwill may not be recoverable.

Intangible Assets

Intangible assets, less accumulated amortization, of $191.5 million at December 31, 2013 are primarily a result
of the Mergers and are primarily attributable to our Market Making and Global Execution Services segments. We
amortize intangible assets with definite lives on a straight-line basis over their useful lives, the majority of which have
been determined to range from three to 12 years. We will test amortizable intangibles for recoverability whenever
events indicate that the carrying amounts may not be recoverable. No events occurred during the year ended December
31, 2013 that would indicate that the carrying amounts of our intangible assets may not be recoverable.

Investments—Investments primarily comprise strategic investments and deferred compensation investments.
Strategic investments include noncontrolling equity ownership interests and debt instruments held by us within our
non-broker dealer subsidiaries, primarily in financial services-related businesses. Strategic investments are accounted
for under the equity method, at cost or at fair value. We use the equity method of accounting when we have significant
influence, generally considered to be between 20% and 50% equity ownership or greater than 3% to 5% of a partnership
interest. We hold strategic investments at cost, less impairment if any, when we are not considered to exert significant
influence on operating and financial policies of the investee. We account for our deferred compensation investments,
which primarily consist of mutual funds, at fair value.

We review investments on an ongoing basis to ensure that the carrying values of the investments have not been
impaired. If we assess that an impairment loss on a strategic investment has occurred due to a decline in fair value or
other market conditions, we write the investment down to its estimated impaired value.

We maintain a deferred compensation plan related to certain employees and directors. This plan provides a return
to the participants based upon the performance of various investments. In order to hedge our liability under this plan,
we generally acquire the underlying investments and hold such investments until the deferred compensation liabilities
are satisfied. We record changes in value of such investments in Investmentincome and other, net, with a corresponding
charge or credit to Employee compensation and benefits on the Consolidated Statements of Operations.

Market Making, Sales, Trading and Execution Activities—Financial instruments owned and Financial instruments
sold, not yet purchased, which relate to market making and trading activities, include listed and other equity securities,
listed equity options and fixed income securities which are recorded on a trade date basis and carried at fair value.
Trading revenue, net (trading gains, net of trading losses) and commissions (which includes commission equivalents
earned on institutional client orders and futures transactions) and related expenses are also recorded on a trade date
basis. Our third party clearing agreements call for payment or receipt of interest income, net of transaction-related
interest charged by clearing brokers for facilitating the settlement and financing of securities transactions.
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Dividend income relating to securities owned and dividend expense relating to securities sold, not yet purchased,
derived from our market making activities are included as a component of Trading revenues, net on our Consolidated
Statements of Operations.

Lease Loss Accrual—It is our policy to identify excess real estate capacity and where applicable, accrue for
related future costs, net of estimated sublease income. In the event we are able to sublease the excess real estate
after recording a lease loss, such accrual is adjusted to the extent the actual terms of sub-leased property differ from
the assumptions used in the calculation of the accrual. In the event that we conclude that previously determined excess
real estate is needed for our use, such lease loss accrual is adjusted accordingly. Any such adjustments to previous
lease loss accruals are recorded in Writedown of assets and lease loss accrual on the Consolidated Statements of
Operations

Income taxes—~Prior to the Mergers, GETCO and the majority of its subsidiaries were treated as partnerships or
disregarded entities for U.S. income tax purposes and, accordingly, were not subject to federal income taxes. Instead,
the former GETCO members were liable for federal income taxes on their proportionate share of taxable income. Upon
completion of the Mergers, the Company became a corporation subject to U.S. corporate income taxes and, following
the Mergers, the Company records deferred tax assets and liabilities for the expected future tax consequences of
temporary differences between the financial reporting and tax bases of assets and liabilities and measures them using
the enacted tax rates and laws that will be in effect when such differences are expected to reverse. The Company
evaluates the recoverability of future tax deductions by assessing the adequacy of future expected taxable income
from all sources, including reversal of temporary differences and forecasted operating earnings.

Other Estimates—The preparation of financial statements in conformity with GAAP requires management to
make certain estimates and assumptions. In addition to the estimates that we make in connection with accounting for
the items noted above, the use of estimates is also important in determining provisions for potential losses that may
arise from discontinued operations, litigation, regulatory proceedings and tax audits.

When determining stock-based employee compensation expense, we make certain estimates and assumptions
relating to volatility and forfeiture rates. We estimate volatility based on several factors including implied volatility of
market-traded options on our common stock on the grant date and the historical volatility of our common stock. We
estimate forfeiture rates based on historical rates of forfeiture of employee stock awards.

We accrue for potential losses that may arise out of litigation and regulatory proceedings to the extent that such
losses are probable and can be estimated. Significant judgment is required in making these estimates and our final
liabilities may ultimately be materially different. Our total liability accrued with respect to litigation and regulatory
proceedings is determined on a case-by-case basis and represents an estimate of probable losses based on, among
other factors, the progress of each case, our experience and industry experience with similar cases and the opinions
and views of internal and external legal counsel. Given the inherent difficulty of predicting the outcome of our litigation
and regulatory matters, particularly in cases or proceedings in which substantial or indeterminate damages or fines
are sought, or where cases or proceedings are in the early stages, we cannot estimate losses or ranges of losses for
cases or proceedings where there is only a reasonable possibility that a loss may be incurred. For more information
on our legal and regulatory matters, see “Legal Proceedings” in Part |, Item 3 of this Annual Report on this Form 10-
K and other reports or documents the Company files with, or furnishes, to the SEC from time to time.

Accounting Standards Updates

Recently adopted accounting guidance

In December 2011, the Financial Accounting Standards Board (“FASB”) issued an Accounting Standard Update
(“ASU”)thatrequires additional disclosures about financial assets and liabilities that are subject to netting arrangements.
Under the ASU, financial assets and liabilities must be disclosed at their respective gross asset and liability amounts,
the amounts offset on the balance sheet and a description of the respective netting agreements. The new disclosures
were required for reporting periods beginning on or after January 1, 2013, and are to be applied retrospectively. Other
than requiring additional disclosures, the adoption of this ASU did not have an impact on our Consolidated Financial
Statements.

In February 2013, the FASB issued an ASU that requires additional disclosure requirements for items reclassified
out of accumulated other comprehensive income. This new guidance requires entities to present either on the face of
the income statement or in the notes to the financial statements the effects on the specific line items of the income
statement for amounts reclassified out of accumulated other comprehensive income. This ASU was effective for
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reporting periods beginning after December 15, 2012. Other than additional disclosure requirements, the adoption of
this ASU did not have an impact on our Consolidated Financial Statements.

Recent accounting guidance to be adopted in future periods

In March 2013, the FASB issued an ASU concerning the parent's accounting for the cumulative translation
adjustment upon derecognition of certain subsidiaries or groups of assets within a foreign entity or of an investment
in a foreign entity. This ASU provides for the release of the cumulative translation adjustment into net income when a
parent sells a part or all of its investment within a foreign entity, no longer holds a controlling interest in an investment
in a foreign entity or obtains control of an investment in a foreign entity that was previously recognized as an equity
method investment. This ASU is effective for reporting periods beginning after December 15, 2013, however early
adoption is permitted. The adoption of this ASU will not have an impact on the Company's Consolidated Financial
Statements.

In July 2013, the FASB issued an ASU to clarify the financial statement presentation of an unrecognized tax
benefit when a net operating loss (“NOL”) carryforward, a similar tax loss, or a tax credit carryforward exists. This ASU
requires entities to present an unrecognized tax benefit as a reduction of a deferred tax asset for a NOL carryforward
whenever the NOL or tax credit carryforward would be available to reduce the additional taxable income or tax due if
the tax position is disallowed. The ASU is required for reporting periods beginning after December 15, 2013. Upon
adoption, entities are required to apply the provisions of the ASU prospectively for all unrecognized tax benefits that
exist at the adoption date, however, the ASU also indicates that retrospective application is permitted. We are currently
evaluating the impact that such adoption will have on its Consolidated Financial Statements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

We are exposed to numerous risks in the ordinary course of our business and activities; therefore, effective risk
managementis critical to our financial soundness and profitability. We have a comprehensive risk management structure
and processes to monitor and evaluate the principal risks we assume in conducting our business. Our risk management
policies, procedures and methodologies are subject to ongoing review and modification. The principal risks we face
are as follows:

Market Risk

Our market making and trading activities expose our capital to significant risks. These risks include, but are not
limited to, absolute and relative price movements, price volatility, interest rates, credit spreads and changes in liquidity.
Price risks result from exposure to changes in prices of individual financial instruments, baskets and indices. Further
risks may result from changes in the factors determining options prices. Interest rate risks result primarily from exposure
and changes in the yield curve, the volatility of interest rates and credit spreads.

For working capital purposes, we invest in money market funds and government securities or maintain interest
bearing balances at banks and in our trading accounts with clearing brokers, which are classified as Cash and cash
equivalents and Receivable from brokers, dealers and clearing organizations, respectively, on the Consolidated
Statements of Financial Condition. These financial instruments do not have maturity dates; the balances are short
term, which helps to mitigate our market risks. Our cash and cash equivalents held in foreign currencies are subject
to the exposure of foreign currency fluctuations. These balances are monitored daily and are hedged or reduced when
appropriate and therefore not material to our overall cash position.

We employ proprietary position management and trading systems that provide real-time, on-line position
management and inventory control. We monitor our risks by reviewing trading positions and their appropriate risk
measures. We have established a system whereby transactions are monitored by senior management and an
independent risk control function on a real-time basis as are individual and aggregate dollar and inventory position
totals, capital allocations, and real-time profits and losses. Our management of trading positions is enhanced by our
review of mark-to-market valuations and position summaries on a daily basis.

In the normal course of business, we maintain inventories of exchange-listed and other equity securities, and to
a lesser extent, listed equity options and fixed income securities. The fair value of these financial instruments at
December 31, 2013 and 2012 was $2.72 billion and $654.9 million, respectively, in long positions and $2.17 billion and
$512.6 million, respectively, in short positions. We also enter into futures contracts, which are recorded on our
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Statements of Financial Condition within Receivables from brokers, dealers and clearing organizations or Payables to
brokers, dealers and clearing organizations as applicable.

We calculate every day the potential losses that might arise from a series of different stress events. These include
both single factor and multi factor shocks to asset prices based off both historical events and hypothetical scenarios.
The stress calculations include a full recalculation of any option positions, non-linear positions and leverage. Senior
management and the independent risk function carefully monitor the highest stress scenarios to ensure that the
Company is not unduly exposed to any extreme events.

The potential change in fair value is estimated to be a loss of $10.2 million using a hypothetical 10% increase in
equity prices as of December 31, 2013, and an estimated loss of $14.2 million using a hypothetical 10% decrease in
equity prices at December 31, 2012. These estimates take into account the offsetting effect of such hypothetical price
movements on the fair value of short positions against long positions, and the effect on the fair value of options, futures,
nonlinear positions and leverage. The Company has employed a third party tool to assist in the calculation of the
Company’s stress risk under the various scenarios that we model.

The following table illustrates, for the period indicated, our average, highest and lowest month-end inventory at
fair value (based on both the aggregate and the net of the long and short positions of financial instruments (in thousands):

2013 2012 2011
Aggregate of Net of Long Aggregate of Net of Long Aggregate of Net of Long
Long and Short and Short Long and Short and Short Long and Short and Short
Positions Positions Positions Positions Positions Positions
Average month-end $ 3,137,170  $ 175171 § 1,074,546 $ 50,331 $ 615,648 $ 85,197
Highest month-end 5,268,422 561,353 1,417,482 440,775 1,069,005 557,391
Lowest month-end 1,198,112 (224,760) 539,224 (405,583) 241,481 (253,855)

Operational Risk

Operational risk can arise from many factors ranging from routine processing errors to potentially costly incidents
arising, for example, from major systems failures or human errors. For example, on August 1, 2012, at the open of
trading at the NYSE, Knight experienced a technology issue related to the installation of trading software which resulted
in its broker dealer subsidiary, KCA, sending numerous erroneous orders in NYSE-listed and NYSE Arca securities
into the market. As a result of this technology issue, Knight incurred a pre-tax loss of $461.1 million which principally
relates to trading losses.

Following the events of August 1, 2012, Knight carefully reviewed the matter internally and subsequently took
numerous remedial measures designed to enhance its processes and controls. Subsequent to the Mergers, KCG has
continued to refine and enhance its risk governance and control infrastructure. The changes that have been
implemented since August 1, 2012 include: appointing a Chief Risk Officer; establishing a formal Risk Committee of
the Board; establishing a formal Operational Risk Management function and hiring a Global Head of Operational Risk
Management; implementing change management controls which require at different stages an additional layer of
review and supervisory approval for significant software installations; adding market access controls designed to more
closely monitor outbound routers and enable the rapid automatic shut-down of the routers; deploying various Kkill
switches for specific applications and market access; establishing an Emergency Response Center ("ERC") that
provides 24-hour coverage during global trading days, creates transparency and awareness around operational risks
and changes, and is organized and tasked with responding to operational incidents or natural disasters in real-time;
and establishing an Emergency Management Plan that sets forth procedures to be followed when responding to an
emergency event that goes beyond individual emergency solving capabilities and has become significant enough to
warrant involvement beyond individual groups or the ERC to ensure sound decision making and to minimize impact
to the Company. We will continue to carefully monitor, enhance and strengthen our controls as needed.

Our businesses are highly dependent on our ability and our market centers' ability to process, on a daily basis,
a large number of transactions across numerous and diverse markets in several currencies and products. We incur
operational risk across all of our business activities, including revenue generating activities as well as support functions.
Legal and compliance risk is included in the scope of operational risk and is discussed below under “Legal Risk.”

Primary responsibility for the management of operational risk lies with our operating segments and supporting
functions, and secondary responsibility lies with the Operational Risk Management function. Our operating segments
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maintain controls designed to manage and mitigate operational risk for existing activities. As new products and business
activities are developed, we endeavor to identify operational risks and design controls to seek to mitigate the identified
risks.

Disaster recovery plans are in place for critical facilities related to our primary operations and resources, and
redundancies are built into the systems as deemed reasonably appropriate. We have also established policies,
procedures and technologies designed to seek to protect our systems and other assets from unauthorized access.
There is no assurance that such plans, policies, procedures and technologies will prevent a significant disruption to
our business.

Liquidity Risk
Liquidity risk is the risk that we would be unable to meet our financial obligations as they arise in both normal
and strained funding environments. To that end, we have established a comprehensive and conservative set of policies

and procedures that govern the management of liquidity risk for the Company at the corporate level and at the subsidiary
entity level.

We maintain a liquidity pool consisting of primarily cash and other highly liquid instruments at the holding company
level to satisfy intraday and day-to-day funding needs, as well as potential cash needs in a strained funding environment.

Secured funding for the majority of the firm’s inventory is done through the firm’s regulated U.S. broker dealer
subsidiary, KCA. As such, a significant portion of the firm’s liquidity risk lies within KCA. We consider cash and other
highly liquid instruments held within KCA, up to $150.0 million, a part of the firm’s liquidity pool to support financial
obligations in normal and strained funding environments. Together with the cash and highly liquid instruments held at
the holding company level and KCA, we target having $425.0 million in the firm’s liquidity pool.

Cash and other highly liquid investments held by all other subsidiary entities are available to support financial
obligations within those entities.

Our liquidity pool comprises the following (in thousands):

December 31, December 31,

2013 2012
Liquidity Pool Composition
Holding companies
Cash held at banks $ 225,597 $ 3,678
Money market and other highly liquid investments 27,420 110,833
KCA
Cash held at banks 19,605 —
Money market and other highly liquid investments 130,395 —
Total Liquidity Pool $ 403,017 $ 114,511

Cash and other highly liquid investments held by other subsidiary entities $ 271,264 $ 313,120

In addition, we maintain committed and uncommitted credit facilities with a number of unaffiliated financial
institutions. In connection with the uncommitted credit facilities, the lenders are at no time under any obligation to make
any advances under the credit facilities, and any outstanding loans must be repaid on demand.

We regularly perform liquidity risk stress testing based on a scenario that considers both market-wide stresses
and a company-specific stress over a one-month period. Given the nature of the Company’s business activity and
balance sheet composition, survival over the first one to three days of a severe stress environment is most critical,
after which management actions could be effectively implemented to navigate through prolonged periods of financial
stress. The modeled cash inflows and outflows from the stress test serve as a quantitative inputto assist usin establishing
the Company’s liquidity risk appetite and amount of liquid assets to be held at the corporate level. The liquidity stress
test considers cash flow risks arising from, but not limited to, a dislocation of the secured funding market, additional
unexpected margin requirements, and operational events.

We maintain a contingency funding plan (“CFP”) which clearly delineates the roles, responsibilities and actions
that will be utilized as the Company encounters various levels of liquidity stress with the goal of fulfilling all financial
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obligations as they arise while maintaining business activity. We periodically update and test the operational functionality
of various aspects of the CFP to ensure it remains current with changing business activity.

Capital Risk

Government regulators, both in the U.S. and globally, as well as self-regulated organizations, have supervisory
responsibility over our regulated activities and require us to maintain specified minimum levels of regulatory capital in
our broker dealer subsidiaries. If not properly monitored, our regulatory capital levels could fall below the required
minimum amounts set by our regulators, which could expose us to various sanctions ranging from fines and censure
to imposing partial or complete restrictions on our ability to conduct business.

To mitigate this risk, we continuously evaluate the levels of regulatory capital at each of our regulated subsidiaries
and adjust the amounts of regulatory capital as necessary to ensure compliance with regulatory capital requirements.
We also maintain excess regulatory capital to accommodate periods of unusual or unforeseen market volatility. In
addition, we monitor regulatory developments regarding capital requirements and prepare for changes in the required
minimum levels of regulatory capital that may occur in the future.

Legal Risk

Legal risk includes the risk of non-compliance with applicable legal and regulatory requirements and standards.
Legal risk also includes contractual and commercial risk such as the risk that counterparty’s performance obligations
will be unenforceable. We are generally subject to extensive regulation in the different jurisdictions in which we conduct
our business. We have established procedures based on legal and regulatory requirements that are designed to foster
compliance with applicable statutory and regulatory requirements. We have also established procedures that are
designed to require that our policies relating to conduct, ethics and business practices are followed.

As aresult of its technology issue on August 1, 2012, Knight is subject to litigations by former Knight stockholders.
We are also subject to several lawsuits challenging the Mergers. See “Legal Proceedings” in Part |, Item 3 herein.

Credit Risk

Credit risk represents the loss that we would incur if a counterparty fails to perform its contractual obligations in
a timely manner. We manage credit risk with a global, independent credit risk management function that is responsible
for measuring, monitoring and controlling the counterparty credit risks inherent in our business activities.

Our credit risk function’s process for managing credit risk includes a qualitative and quantitative risk assessment
of significant counterparties prior to engaging in business activity, as well as, on an ongoing basis. The review includes
formal financial analysis and due diligence when appropriate.

Our credit risk function is responsible for approving counterparties and establishing credit limits to manage credit
risk exposure by counterparty and business line. The assigned limits reflect the various elements of assessed credit
risk and are subsequently revised to correspond with changes in the counterparties’ credit profiles. Our credit risk
function communicates counterparty limits to the business areas as well as senior management, and monitors
compliance with the established limits.

Where appropriate, counterparty exposure is monitored on a daily basis and the collateral, if required, is marked
to market daily to accurately reflect the current exposure.

Foreign Currency Risk

Our exposure to foreign currency transaction gains and losses is the result of our foreign subsidiaries having a
functional currency other than the U.S. dollar and transacting business in currencies other than the U.S. dollar, primarily
the British pound and the Euro. A portion of these risks are hedged, but fluctuations in currency exchange rates could
impact our results of operations, financial position and cash flows.
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Consolidated Quarterly Results

The following table sets forth certain unaudited consolidated quarterly statement of operations data for 2013 and
2012. In the opinion of management, this unaudited information has been prepared on substantially the same basis
as the Consolidated Financial Statements appearing elsewhere in this document and includes all adjustments
(consisting of normal recurring adjustments) necessary for a fair statement of the unaudited consolidated quarterly
data. The unaudited consolidated quarterly data should be read in conjunction with the audited Consolidated Financial
Statements and notes thereto appearing elsewhere in this document. The results of any quarter are not necessarily
indicative of results for any future period.

Quarter Ended*
Dec. 31, Sept.30, Jun. 30, Mar. 31, Dec. 31, Sept. 30, Jun. 30, Mar. 31,
2013 2013 2013 2013 2012 2012 2012 2012
(in thousands, except per share amounts)

Revenues
Trading revenues, net $212,809 $230,471 $ 98,260 $ 86,765 $ 87,326 $ 92,556 $115,704 $125,476
Commissions and fees 111,083 109,079 29,813 25,499 26,031 25,542 26,059 27,886
Interest, net 433 177) (672) (121) (359) (781) (892) (324)
Investment (loss) income and other, net (2,277) 128,446 (9,642) 402 12,995 13,285 211 519

Total revenues 322,048 467,819 117,759 112,545 125,993 130,602 141,082 153,557
Expenses
Employee compensation and benefits 112,209 129,631 75,143 32,209 46,460 31,875 38,826 40,695
Execution and clearance fees 78,483 81,023 45,951 40,957 41,134 42,267 52,586 49,803
Communications and data processing 37,512 44,046 21,301 20,694 23,243 21,681 23,130 22,569
Depreciation and amortization 19,566 20,091 7,746 8,167 7,758 7,574 7,728 11,878
Interest 18,270 23,870 2,172 473 663 706 531 765
Payments for order flow 18,243 16,431 448 589 836 717 641 770
Occupancy and equipment rentals 9,358 8,898 3,259 3,296 3,939 3,240 2,927 2,698
Professional fees 7,734 9,077 23,125 6,725 6,382 2,575 2,734 2,381
Business development 1,923 2,644 16 25 4 6 7 6
Writedown of capitalized debt costs 13,209 — — — — — — —
Writedown of assets and lease loss accrual 10,500 936 1,074 2,238 — — — —
Other 13,066 11,318 14,234 4,477 4,071 5,349 5,939 7,711

Total expenses 340,073 347,965 194,469 119,850 134,490 115,990 135,049 139,276
(Loss) income from continuing operations
before income taxes (18,025) 119,854 (76,710) (7,305) (8,497) 14,612 6,033 14,281
Income tax expense (benefit) 283  (107,767) 3,315 1,974 (92) 4,805 2,279 3,284
(Loss) income from continuing operations,
net of tax (18,308) 227,621 (80,025) (9,279) (8,405) 9,807 3,754 10,997
Income (loss) from discontinued operations,
net of tax 864 (784) — — — — — —
Net (loss) income $ (17,444) $226,837 $(80,025) $ (9,279) $ (8,405) $ 9,807 $ 3,754 $ 10,997
Net (loss) income allocated to preferred and
participating units $ — 8 — $(21,535) $ — $ — $ 593 $§ 278 $§ 811
Net (loss) income attributable to common
shareholders $ (17,444) $226,837 $(58,490) $ (9,279) $ (8,405) $ 9214 $ 3476 $ 10,186
Basic (loss) earnings per common share -
from continuing operations $ (©16) $ 199 $ (128 $ (020 $ (018 $ 020 $ 007 $ 020
Diluted (loss) earnings per common share -
from continuing operations $ (©16) $ 198 $ (128 $ (020) $ (018 $ 020 $§ 007 $ 020
Basic and diluted earnings (loss) per -
common share from discontinued operations $ 0.01 $ (0.01) §$ — — $ — $ — $ — $ —

Basic (loss) earnings per common share $ (015 $ 199 $ (128 $ (020 $ (018 $ 020 $ 007 $ 0.20

Diluted (loss) earnings per common share $ (15 $ 198 $ (128 $ (020) $ (018 $ 020 $ 007 $ 0.2

*

Quarterly totals may not add to full year due to rounding.
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Item 8. Financial Statements and Supplementary Data

KCG HOLDINGS, INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Management’s Report on Internal Control over Financial Reporting
Report of Independent Registered Public Accounting Firm
Consolidated Statements of Financial Condition as of December 31, 2013 and 2012

Consolidated Statements of Operations for the year ended December 31, 2013, 2012 and 2011

Consolidated Statements of Comprehensive Income for the year ended December 31, 2013, 2012
and 2011

Consolidated Statements of Changes in Equity for the year ended December 31, 2013, 2012 and
2011

Consolidated Statements of Cash Flows for the year ended December 31, 2013, 2012 and 2011

Notes to Consolidated Financial Statements
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

KCG Holdings, Inc.’s (“KCG”) management is responsible for establishing and maintaining adequate internal
control over financial reporting. Internal control over financial reporting is defined in Rule 13a-15(f) and 15d-15(f) under
the Securities Exchange Act of 1934, as amended, as a process designed by, or under the supervision of, the Company’s
principal executive and principal financial officers and effected by the Company’s board of directors, management and
other personnel to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles and includes
those policies and procedures that:

»  pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of KCG;

» provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of management and directors of KCG;
and

» provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risks that controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

Management assessed the effectiveness of KCG’s internal control over financial reporting as of December 31,
2013. In making this assessment, management used the criteria set forth by the Committee of Sponsoring Organizations
of the Treadway Commission in Internal Control-Integrated Framework (1992).

Based on our assessment, KCG’s management has concluded that, as of December 31, 2013, internal control
over financial reporting is effective.

The scope of management’s assessment of the effectiveness of our internal control over financial reporting
excludes the operations of GETCO Holding Company, LLC and GA-GTCO, LLC (collectively "GETCQ") which were
party to a business combination with Knight Capital Group, Inc. that was completed on July 1, 2013, resulting in the
formation of KCG Holdings, Inc. GETCO's total assets and total revenues represent 17% and 52%, respectively,of the
related consolidated financial statement amounts as of and for the year ended December 31, 2013.

The effectiveness of KCG’s internal control over financial reporting as of December 31, 2013 has been audited
by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report which
appears herein.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of KCG Holdings, Inc.

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material
respects, the financial position of KCG Holdings, Inc. and its subsidiaries at December 31, 2013 and 2012, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2013 in
conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December 31,
2013, based on criteria established in Internal Control - Integrated Framework (1992) issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). The Company's management is responsible for
these financial statements, for maintaining effective internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting, included in the accompanying Management's Report on
Internal Control over Financial Reporting. Our responsibility is to express opinions on these financial statements and
on the Company's internal control over financial reporting based on our audits (which was an integrated audit in 2013).
We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether
the financial statements are free of material misstatement and whether effective internal control over financial reporting
was maintained in all material respects. Our audits of the financial statements included examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, and evaluating the overall financial statement presentation. Our audit
of internal control over financial reporting included obtaining an understanding of internal control over financial reporting,
assessing the risk that a material weakness exists, and testing and evaluating the design and operating effectiveness
of internal control based on the assessed risk. Our audits also included performing such other procedures as we
considered necessary in the circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. Acompany’s internal control over financial reporting includes
those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and
fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

As described in Management’s Report on Internal Control over Financial Reporting, management has excluded
GETCO Holding Company, LLC and GA-GTCO, LLC (collectively “GETCQ”) from its assessment of internal control
over financial reporting as of December 31, 2013 because they were party to a business combination with Knight
Capital Group, Inc. that was completed on July 1, 2013, resulting in the formation of KCG Holdings, Inc. We have also
excluded GETCO from our audit of internal control over financial reporting. GETCO'’s total assets and total revenues
represent 17% and 52%, respectively, of the related consolidated financial statement amounts as of and for the year
ended December 31, 2013.

/sl PricewaterhouseCoopers LLP

New York, New York
February 28, 2014
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KCG HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

December 31, December 31,
2013 2012
Assets (In thousands)
Cash and cash equivalents $ 674,281 $ 427,631
Cash and cash equivalents segregated under federal and other regulations 183,082 —
Financial instruments owned, at fair value, including securities pledged to counterparties that had the
right to deliver or repledge of $552,242 at December 31, 2013 and $52,261 at December 31, 2012:

Equities 2,298,785 378,933

Listed options 339,798 92,305

Debt securities 83,256 183,637
Total financial instruments owned, at fair value 2,721,839 654,875
Collateralized agreements:

Securities borrowed 1,357,387 52,261
Receivable from brokers, dealers and clearing organizations 1,257,251 142,969
Fixed assets and leasehold improvements, less accumulated depreciation and amortization 146,668 83,341
Investments 122,047 248,438
Goodwill and Intangible assets, less accumulated amortization 207,754 57,035
Deferred tax asset, net 173,584 4,180
Other assets 147,322 16,806
Total assets $ 6,991,215 § 1,687,536

Liabilities, redeemable preferred member's equity and equity
Liabilities
Financial instruments sold, not yet purchased, at fair value:

Equities $ 1,851,006 $ 423,740

Listed options 252,282 69,757

Debt securities 57,198 19,056

Other financial instruments 5,014 —
Total financial instruments sold, not yet purchased, at fair value 2,165,500 512,553
Collateralized financings:

Securities loaned 733,230 —

Financial instruments sold under agreements to repurchase 640,950 —
Total collateralized financings 1,374,180 —
Payable to brokers, dealers and clearing organizations 474,108 24,185
Payable to customers 481,041 —
Accrued compensation expense 149,430 27,728
Accrued expenses and other liabilities 172,406 118,068
Capital lease obligations 10,039 24,191
Debt 657,259 15,000
Total liabilities 5,483,963 721,725

Commitments and Contingent Liabilities (Note 21)
Redeemable preferred member's equity — 311,139
Equity
Members' equity — 654,672
Class A Common Stock

Shares authorized: 1,000,000 at December 31, 2013; Shares issued: 123,317 at December 31,

2013; Shares outstanding: 122,238 at December 31, 2013 1,233 -
Additional paid-in capital 1,306,549 —
Retained earnings 209,393 —
Treasury stock, at cost; 1,079 shares at December 31, 2013 (11,324) —
Accumulated other comprehensive income 1,401 —
Total equity 1,507,252 654,672
Total liabilities, redeemable preferred member's equity and equity $ 6,991,215 $ 1,687,536

The accompanying notes are an integral part of these consolidated financial statements.
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KCG HOLDINGS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues

Trading revenues, net

Commissions and fees

Interest, net

Investment income and other, net

Total revenues

Expenses

Employee compensation and benefits

Execution and clearance fees

Communications and data processing

Interest

Depreciation and amortization

Payments for order flow

Professional fees

Occupancy and equipment rentals

Business development

Writedown of capitalized debt costs

Writedown of assets and lease loss accrual

Other

Total expenses

Income from continuing operations before income taxes
Income tax (benefit) expense
Income from continuing operations, net of tax
Income from discontinued operations, net of tax
Net income
Net (loss) income allocated to preferred and participating units
Net income attributable to common shareholders
Basic earnings per common share from continuing operations
Diluted earnings per common share from continuing operations
Basic earnings per common share from discontinued operations
Diluted earnings per common share from discontinued operations
Basic earnings per common share
Diluted earnings per common share
Shares used in computation of basic earnings per common share
Shares used in computation of diluted earnings per common share

For the year ended December 31,

2013 2012 2011

(In thousands, except per share amounts)

$ 628,304 $ 421,063 $ 611,845
275,474 105,518 284,620
(537) (2,357) (1,211)

116,930 27,010 20,194
1,020,171 551,234 915,448
349,192 157,855 241,753
246,414 185,790 289,025
123,552 90,623 87,116
44,785 2,665 1,299

55,570 34,938 45,675

35,711 2,964 3,299

46,662 14,072 17,142

24,812 12,804 9,903

4,609 23 108

13,209 — —

14,748 — —

43,094 23,073 26,587
1,002,358 524,807 721,907
17,813 26,427 193,541
(102,195) 10,276 30,841
120,008 16,151 162,700

80 — —

$ 120,088 $ 16,151 $ 162,700
$ (21,565) $ 1,092 $ 12,510
$ 141,653 $ 15,059 $ 150,190
$ 177 $ 031 $ 2.96
$ 1.75 $ 031 § 2.96
$ 0.00 $ — $ —
$ 0.00 $ — 3 —
$ 177 $ 0.31 §$ 2.96
$ 175 $ 0.31 $ 2.96
80,143 48,970 50,688

81,015 48,970 50,688

The accompanying notes are an integral part of these consolidated financial statements.
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KCG HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

For the year ended December 31,
2013 2012 2011
(In thousands)
$ 120,088 $ 16,151 $§ 162,700

Net income
Other comprehensive income:
Unrealized (loss) gain on available for sale securities, net of tax (114,283)

Cumulative translation adjustment, net of tax
Comprehensive income

114,319 —
1,365 — —

$ 7,170 $ 130,470 $ 162,700

The accompanying notes are an integral part of these consolidated financial statements.
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KCG HOLDINGS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended December 31,

2013 2012 2011
Cash flows from operating activities (In thousands)
Net income $ 120,088 $ 16,151 $ 162,700
Income from discontinued operations, net of tax 80 — —
Income from continuing operations, net of tax 120,008 16,151 162,700
Adjustments to reconcile income from continuing operations, net of tax
to net cash provided by (used in) operating activities
Non-cash gain on Knight Common Stock (127,972) — —
Deferred tax benefit (103,499) — —
Depreciation and amortization 55,570 34,938 45,675
Stock and unit-based compensation 64,286 12,320 43,044
Unrealized gain (loss) on investments 2,627 (25,754) (22,750)
Writedown of assets and lease loss accrual 14,748 — —
Writedown and amortization of debt offering costs 17,332 276 —
Deferred rent 58 — —
Operating activities from discontinued operations 6,952 — —
(Increase) decrease in operating assets
Cash and securities segregated under federal and other regulations 19,963 — —
Financial instruments owned, at fair value (129,035) (414,537) (140,414)
Securities borrowed (146,145) (30,679) 18,932
Receivable from brokers, dealers and clearing organizations 252,266 36,439 93,940
Other assets 24,703 1,332 (2,922)
(Decrease) increase in operating liabilities
Financial instruments sold, not yet purchased, at fair value 139,951 — (50,917)
Securities loaned 106,339 — —
Financial instruments sold under agreements to repurchase 95,950 372,023 —
Payable to brokers, dealers and clearing organizations (185,992) (34,752) 50,313
Payable to customers (46,877) — —
Accrued compensation expense 24,441 (18,494) 8,209
Accrued expenses and other liabilities (64,470) (13,779) 4,472
Net cash provided by (used in) operating activities 141,204 (64,516) 210,282
Cash flows from investing activities
Cash acquired upon acquisition of Knight Capital Group, Inc. 509,133 — —
Cash received from sale of Urban Financial of America, LLC 85,406 — —
Acquisition of trading rights — — (30,828)
Purchase of acquisition — — (10,945)
Proceeds and distributions from investments 3,251 72,196 1,047
Purchases of fixed assets and leasehold improvements (27,703) (31,389) (62,790)
Purchases of investments (158) (87,308) (6,118)
Investing activities from discontinued operations 12,963 — —
Net cash provided by (used in) investing activities 582,892 (46,501) (109,634)
Cash flows from financing activities
Proceeds from issuance of Credit Agreement 535,000 — —
Partial repayment of Credit Agreement (300,000) — —
Proceeds from issuance of Senior Secured Notes 305,000 — —
Proceeds from issuance of notes payable — — 15,000
Repayment of notes payable (15,000) — —
Payment of debt issuance cost (34,592) (1,375) —
Issuance of equity to General Atlantic 55,000 — —
Payment to former Knight Capital Group, Inc. stockholders (720,000) — —
Repayment of Knight Convertible Notes (257,741) — —
Funding of collateral account for Knight Convertible Notes (117,259) — —
Payment out of collateral account for Knight Convertible Notes 117,259 — —
Borrowings under secured credit facility 25,000 88,750 —
Repayment of secured credit facility (25,000) (88,750) —
Borrowings under capital lease obligations — 15,558 15,786
Principal payments on capital lease obligations (14,152) (20,990) (12,979)
Members' distributions (21,002) (37,061) (122,227)
Repurchase of members' interest — (25,173) (2,564)
Cost of common stock repurchased (11,324) — —
Net cash used in financing activities (478,811) (69,041) (106,984)
Effect of exchange rate changes on cash and cash equivalents 1,365 — —
Increase (decrease) in cash and cash equivalents 246,650 (180,058) (6,336)
Cash and cash equivalents at beginning of period 427,631 607,689 614,025
Cash and cash equivalents at end of period $ 674,281 $ 427,631 $ 607,689
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Supplemental disclosure of cash flow information:
Cash paid for interest
Cash paid for income taxes

See Footnote 2 "Merger of GETCO and Knight" for a description of non-

cash investing activities relating to the acquisition of Knight

The accompanying notes are an integral part of these consolidated financial statements.
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KCG HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Description of the Business

On December 19, 2012, Knight Capital Group, Inc.(“Knight”), GETCO Holding Company, LLC (“GETCO”) and an
affiliate of GETCO entered into an agreement and plan of merger (as amended and restated on April 15, 2013 the
“Merger Agreement”) for a series of strategic business combinations (the “Mergers”). The Mergers were approved by
the respective stockholders and unitholders of both companies at special meetings held on June 25, 2013, and the
Mergers were completed on July 1, 2013. As a result of the Mergers, Knight and GETCO each became a wholly-owned
subsidiary of KCG Holdings, Inc. (collectively with its subsidiaries, “KCG” or the “Company”).

The Mergers took place in order to combine the businesses, intellectual capital and resources of the two companies
to more successfully compete in the highly regulated and technologically advanced marketplace and to allow for further
diversification of each company's revenues from principal and agency trading across asset classes and regions. The
Mergers were treated as a purchase of Knight by GETCO for accounting and financial reporting purposes. As a result,
the financial results for the year ended December 31, 2013 comprise the results of GETCO only for the six months
ended June 30, 2013 and the results of KCG (the combined Knight and GETCO) for the six months ended December
31, 2013. All periods prior to 2013 reflect solely the results and financial condition of GETCO.

KCG is a leading independent securities firm offering clients a range of services designed to address trading
needs across asset classes, product types and time zones. The Company combines advanced technology with
specialized client service across market making, agency execution and trading venues and also engages in principal
trading via exchange-based electronic market making. KCG has multiple access points to trade global equities, options,
fixed income, currencies and commodities via voice or automated execution.

As of December 31, 2013, the Company's operating segments comprised the following: (i) Market Making; (ii)
Global Execution Services; and (iii) Corporate and Other.

Market Making

The Market Making segment principally consists of market making in the cash, futures and options markets across
global equities, options, fixed income, foreign currencies and commodities. As a market maker, the Company commits
capital on a principal basis by offering to buy securities from, or sell securities to, broker dealers, institutions and banks.
Principal trading in the Market Making segment primarily consists of direct-to-client and non-client exchange-based
electronic market making, including trade executions conducted as an equities Designated Market Maker (“DMM”) on
the New York Stock Exchange ("NYSE") and NYSE Amex Equities ("NYSE Amex"). The Company is an active participant
on all major global equity and futures exchanges and also trades on substantially all domestic electronic options
exchanges. As a complement to electronic market making, the Company’s cash trading business handles specialized
orders and also transacts on the OTC Bulletin Board, marketplaces operated by the OTC Markets Group Inc. and the
Alternative Investment Market (“AIM”) of the London Stock Exchange.

Global Execution Services

The Global Execution Services segment comprises agency execution services and trading venues, offering trading
in global equities, options, foreign exchange, fixed income and futures to institutions, banks and broker dealers. The
Company generally earns commissions as an agent between principals to transactions that are executed within this
segment, however, the Company will commit capital on behalf of clients as needed. Agency-based, execution-only
trading in the segment primarily consists of self-directed trading in global equities through a suite of algorithms or via
the Company's execution management system; institutional high touch sales traders executing program, block and
riskless principal trades in global equities and exchange traded funds ("ETFs"); an institutional spot foreign exchange
electronic communication network ("ECN"); a fixed income ECN that also offers trading applications; an alternative
trading system ("ATS") for global equities; and futures execution and clearing through a futures commission merchant
("FCM").

Corporate and Other

The Corporate and Other segment invests principally in strategic financial services-oriented opportunities;
allocates, deploys and monitors all capital; and maintains corporate overhead expenses and all other income and
expenses that are not attributable to the other segments. The Corporate and Other segment also contains functions
that support the Company’s other segments such as self-clearing services, including stock lending activities.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - Continued

Discontinued Operations

Management of the Company from time to time conducts a strategic review of its businesses and evaluates their
potential value in the marketplace relative to their current and expected returns. To the extent management and the
Company's Board of Directors determine a business may return a higher value to stockholders through a divestiture,
or is no longer core to the Company's strategy, management may pursue a sale process.

In July 2013, KCG entered into an agreement to sell to an investor group Urban Financial of America, LLC,
formerly known as Urban Financial Group, Inc. (“Urban”), the reverse mortgage origination and securitization business
that was previously owned by Knight. The transaction was completed in the fourth quarter of 2013, and the results of
Urban's operations have been reported in Income from discontinued operations, net of tax on the Consolidated
Statements of Operations for the year ended December 31, 2013. See Footnote 4 "Discontinued Operations" for further
discussion.

2. Merger of GETCO and Knight
Background

Pursuant to the Merger Agreement, upon completion of the Mergers on July 1, 2013, subject to proration and
certain specified exceptions, each outstanding share of Knight Class A common stock, par value $0.01 per share
(“Knight Common Stock”) was converted into the right to elect to receive either $3.75 per share in cash or one third of
a share of KCG Class A common stock, par value $0.01 per share (‘KCG Class A Common Stock”). Pursuant to the
proration procedures provided in the Merger Agreement and taking into account the waiver by Jefferies LLC (Knight's
largest stockholder before the Mergers) of its right to receive cash consideration with respect to certain of its shares,
former Knight stockholders eligible for election received cash payments aggregating $720.0 million and 41.9 million
shares of KCG Class A Common Stock.

Upon completion of the Mergers, GETCO unitholders received, in aggregate, 75.9 million shares of KCG Class
A Common Stock and 24.3 million warrants to acquire shares of KCG Class A Common Stock. The warrants comprise
8.1 million Class A warrants, having a $12.00 exercise price and exercisable for a four-year term; 8.1 million Class B
warrants, having a $13.50 exercise price and exercisable for a five-year term; and 8.1 million Class C warrants, having
a $15.00 exercise price and exercisable for a six-year term (collectively the “KCG Warrants”).

After taking into account the election results and the shares of KCG Class A Common Stock issued to former
unitholders of GETCO and former stockholders of Knight, 116.8 million shares (including unvested restricted stock
units ("RSUs")) of KCG Class A Common Stock were outstanding as of July 1, 2013.

Accounting treatment of the Mergers

The Mergers are accounted for as a purchase of Knight by GETCO under accounting principles generally accepted
in the United States of America ("GAAP") based on, among other factors, the controlling ownership position of the
former GETCO unitholders as of the closing of the Mergers. Under the purchase method of accounting, the assets
and liabilities of Knight as of July 1, 2013 were recorded at their respective fair values and added to the carrying value
of GETCO's existing assets and liabilities. The reported financial condition and results of operations of KCG for the
periods following the Mergers reflect Knight's and GETCO's balances and reflect the impact of purchase accounting
adjustments, including revised amortization and depreciation expense for acquired assets. As GETCO is the accounting
acquirer, the financial results for KCG for the year ended December 31, 2013 comprise the results of KCG for the six
months ended December 31, 2013 and the results of GETCO only for the six months ended June 30, 2013. All periods
prior to 2013 comprise solely the results of GETCO.

Prior to the Mergers, GETCO treated its investment in Knight as an available-for-sale security, which it recorded
at fair value, with any gains or losses recorded in other comprehensive income as a component of equity. Upon
completion of the Mergers the Company reversed the cumulative gain that it had recorded in other comprehensive
income within equity and recognized a gain of $128.0 million in Investment income and other, net on the Consolidated
Statements of Operations for the year ended December 31, 2013.

All GETCO earnings per share and unit share outstanding amounts in these financial statements have been
calculated as if the conversion of GETCO units to KCG Class A Common Stock took place on January 1, 2011, at the
exchange ratio as defined in the Merger Agreement. See Footnote 19 "Earnings Per Share" for further discussion.

69



KCG HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - Continued

Purchase price and goodwiill

The Knight acquisition was accounted for using the acquisition method of accounting. The aggregate purchase
price of $1.37 billion was determined as the sum of the fair value of KCG shares issued to former Knight stockholders
at closing; the fair value of Knight employee stock based awards attributable to periods prior to closing; and the fair
value of the Knight Common Stock owned by GETCO and its subsidiaries immediately prior to the Mergers (and
subsequently canceled in conjunction with the Mergers).

The purchase price has been allocated to the assets acquired and liabilities assumed using their estimated fair
values at July 1, 2013, the closing date of the Mergers. The Company has not yet completed all of its analysis to finalize
the allocation of the purchase price to the Knight acquired assets and liabilities. The allocation of the purchase price
may be modified over the measurement period, as more information is obtained about the fair values of assets acquired
and liabilities assumed.

Tax treatment of the Mergers

The Company believes that the Mergers will be treated as a transaction described in Section 351 of the Internal
Revenue Code, and both Knight and GETCO have received tax opinions from external legal counsel to that effect.
Knight's tax basis in its assets and liabilities therefore generally carries over to the Company following the Mergers.
Upon completion of the Mergers, the Company became a corporation subject to U.S. corporate income taxes and,
following the Mergers, the Company recorded deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the financial reporting and tax bases of assets and liabilities. The
Company measures deferred taxes using the enacted tax rates and laws that will be in effect when such temporary
differences are expected to reverse.

The Company recorded net deferred tax assets of $62.3 million with respect to recording Knight's assets and
liabilities under the purchase method of accounting as described above as well as recording the value of a tax net
operating loss ("NOL”) carryforwards and other tax attributes acquired as a result of the Mergers, as described in
Footnote 16 “Income Taxes”.
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The following table reflects the preliminary allocation of the purchase price to the assets acquired and liabilities
assumed at the acquisition date (in thousands):

Identifiable Net Assets

Cash and cash equivalents $ 509,133
Cash and securities segregated under federal and other regulations 203,045
Financial instruments owned 1,937,929
Securities borrowed 1,158,981
Receivable from brokers, dealers and clearing organizations 1,369,474
Fixed assets and leasehold improvements 80,280
Investments 106,353
Intangible assets 155,425
Assets within discontinued operations 5,607,063
Deferred tax asset, net 62,329
Other assets 141,617
Total Assets $ 11,331,629

Financial instruments sold, not yet purchased $ 1,512,983
Collateralized financings 1,166,211
Payable to brokers, dealers and clearing organizations 635,914
Payable to customers 527,918
Accrued compensation expense 107,409
Accrued expenses and other liabilities 126,507
Liabilities within discontinued operations 5,518,168
Long-term debt 375,000
Total Liabilities $ 9,970,110

Total identified assets acquired, net of assumed liabilities 1,361,519
Goodwill 11,615
Total Purchase Price $ 1,373,134

Goodwill has been primarily assigned to the Market Making segment of the Company. None of the goodwill is
expected to be deductible for tax purposes; however, as described in Tax treatment of the Mergers above, Knight's
tax basis in its assets, including certain goodwill, has carried over to the Company as a result of the Mergers.

Amounts preliminarily allocated to intangible assets and goodwill, and the amortization period for intangible assets
with finite useful lives, were as follows (dollars in thousands):

Amortization

Amount Years

Technology $ 110,504 5 years
Customer relationships 35,000 9-11years
Trade names 4,000 10 years
Trading rights " 5,921 7 years
Intangible assets 155,425
Goodwill 11,615

Total $ 167,040

™ Trading rights include both assets with a finite useful life and assets with an indefinite useful life. The 7 years
amortization period only applies to assets with a finite useful life.

The Company recorded $38.9 million of costs related to the Mergers for the year ended December 31, 2013.
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KCG HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - Continued

Pro forma results

Included in KCG results for the year ended December 31, 2013 are results from the businesses acquired as a
result of the Mergers as follows (in thousands):

Year ended
December 31,
2013
Revenues $ 486,119
Income from continuing operations, before income taxes 54,070

The following pro forma results are based on adding the pre-tax historical results of GETCO and Knight, and
adjusting primarily for amortization of intangibles acquired in the Mergers, debt raised in conjunction with the Mergers
and income taxes as if the Company was subject to U.S. corporate income taxes for all periods presented. The pro
forma data assumes that no payments were made on the First Lien Credit Facility (as later defined) except those
prescribed in the Credit Agreements (as later defined), that all GETCO units have been converted to KCG Class A
Common Stock on January 1, 2012, and excludes any gain recognized on Knight Common Stock. The pro forma
disclosures do not include adjustments to reflect the Company's operating costs or expected differences in the way
funds generated by the Company are invested. The pro forma data is intended for informational purposes and is not
indicative of the future results of operations.

Year ended December 31, 2013 Year ended December 31, 2012

Pro Forma Pro Forma
Reported (unaudited) Reported (unaudited)
(in thousands, except per share amounts)
Revenue $ 1,020,171 $ 1,421,566 $ 551,234 § 1,020,334
Net income from continuing operations 120,008 (69,414) 16,151 (286,656)
Net income 120,088 (98,394) 16,151 (355,130)
Diluted earnings (loss) per common share
from continuing operations $ 175 $ (0.86) $ 031 $ (5.85)
Diluted earnings (loss) per common share  $ 175 $ (1.21) $ 031 $ (7.25)

3. Significant Accounting Policies
Basis of consolidation and form of presentation

The Consolidated Financial Statements, prepared in conformity with GAAP, include the accounts of the Company
and its subsidiaries. All significant intercompany transactions and balances have been eliminated.

Certain reclassifications have been made to the prior periods’ Consolidated Financial Statements in order to
conform to the current period presentation. Such reclassifications are immaterial to both current and all previously
issued financial statements taken as a whole and have no effect on previously reported Consolidated Net income.

Cash and cash equivalents

Cash and cash equivalents include money market accounts, which are payable on demand, and short-term
investments with an original maturity of less than 90 days. The carrying amount of such cash equivalents approximates
their fair value due to the short-term nature of these instruments.

Cash and securities segregated under federal and other regulations

The Company maintains custody of customer funds and is obligated by rules and regulations mandated by the
U.S. Securities and Exchange Commission (“SEC”) and the Commodities Futures Trading Commission (“CFTC”) to
segregate or set aside cash and/or qualified securities to satisfy these regulations, which have been promulgated to
protect customer assets. The amounts recognized as Cash and securities segregated under federal and other
regulations approximate fair value.
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Market making, sales, trading and execution activities

Financial instruments owned and Financial instruments sold, not yet purchased, relate to market making and
trading activities, include listed and other equity securities, listed equity options and fixed income securities which are
recorded on a trade date basis and carried at fair value. Trading revenues, net, which comprises trading gains, net of
trading losses, are also recorded on a trade date basis.

Commissions, which includes commission equivalents earned on institutional client orders and commissions on
futures transactions, and related expenses are also recorded on a trade date basis. Commissions earned by the
Company’s FCM are recorded net of any commissions paid to independent brokers and are recognized on a half-turn
basis.

The Company’s third party clearing agreements call for payment or receipt of interest income, net of transaction-
related interest charged by such clearing brokers, for facilitating the settlement and financing of securities transactions.
Interest income and interest expense which have been netted within Interest, net on the Consolidated Statements of
Operations are as follows (in thousands):

For the year ended December 31,

2013 2012 2011
Interest Income $ 10,187 $ 3,070 §$ 1,131
Interest Expense (10,724) (5,427) (2,342)
Interest, net $ (537) $ (2,357) $ (1,211)

Dividend income relating to securities owned and dividend expense relating to securities sold, not yet purchased,
derived primarily from the Company’s market making activities are included as a component of Trading revenue, net
on the Consolidated Statements of Operations. Trading revenue, net includes dividend income and expense as follows
(in thousands):

For the year ended December 31,

2013 2012 2011
Dividend Income $ 26,237 $ 2253 % 4,700
Dividend Expense $ (21,630) $ (1,599) $ (1,512)

Payments for order flow represent payments to broker dealer clients, in the normal course of business, for directing
their order flow in U.S. equities and options to the Company.

Fair value of financial instruments

The Company values its financial instruments using a hierarchy of fair value that maximizes the use of observable
inputs and minimizes the use of unobservable inputs when measuring fair value.

The fair value hierarchy can be summarized as follows:

» Level 1—Valuations based on quoted prices in active markets for identical assets or liabilities that the
Company has the ability to access. Since valuations are based on quoted prices that are readily and regularly
available in an active market, valuation of these products does not entail a significant degree of judgment.

+ Level 2—Valuations based on quoted prices in markets that are not active or for which all significant inputs
are observable, either directly or indirectly.

* Level 3—Valuations based on inputs that are unobservable and significant to the overall fair value
measurement.

Changes in fair value are recognized in earnings each period for financial instruments that are carried at fair
value. See Footnote 6 “Fair Value of Financial Instruments” for a description of valuation methodologies applied to the
classes of financial instruments at fair value.

Collateralized agreements and financings

Collateralized agreements consist of securities borrowed and collateralized financings include securities loaned
and financial instruments sold under agreements to repurchase.
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+ Securities borrowed and securities loaned transactions are recorded at the amount of cash collateral
advanced or received. Securities borrowed transactions facilitate the securities settlement process and
require the Company to deposit cash or other collateral with the lender. Securities loaned transactions help
finance the Company’s securities inventory whereby the Company lends stock to counterparties in exchange
for the receipt of cash or other collateral from the borrower. In these transactions, the Company receives or
lends cash or other collateral in an amount generally in excess of the market value of the applicable securities
borrowed or loaned. The Company monitors the market value of securities borrowed or loaned on a daily
basis, and obtains additional collateral or refunds excess collateral as necessary.

* Financial instruments sold under agreements to repurchase are used to finance inventories of securities and
other financial instruments and are recorded at their contractual amount. The Company has entered into
bilateral and tri-party term and overnight repurchase agreements which bear interest at negotiated rates.
The Company receives cash and makes delivery of financial instruments to a custodian who monitors the
market value of these instruments on a daily basis. The market value of the instruments delivered must be
equal to or in excess of the principal amount loaned under the repurchase agreements plus the agreed upon
margin requirement. The custodian may request additional collateral, if appropriate.

The Company’s securities borrowed, securities loaned and financial instruments sold under agreements to
repurchase are recorded at amounts that approximate fair value. These items are recorded based upon their contractual
terms and are not materially sensitive to shifts in interest rates because they are short-term in nature and are fully
collateralized. These items would be categorized as Level 2 in the fair value hierarchy if they were required to be
recorded at fair value.

Investments

Investments primarily comprise strategic noncontrolling equity ownership interests in financial services-related
businesses and are held by the Company's non-broker dealer subsidiaries. These strategic investments are accounted
for under either the equity method, at fair value or at cost. The equity method of accounting is used when the Company
has significant influence. Strategic investments are held at cost, less impairment if any, when the investment does not
have a readily determined fair value, and the Company is not considered to exert significant influence on operating
and financial policies of the investee.

Prior to the Mergers, GETCO had a strategic investment in Knight which was classified as available for sale and
held at fair value with any unrealized gains or losses recorded in Other comprehensive income or loss. As a result of
the Mergers, the Company recognized a non-cash gain of $128.0 million on its investment in Knight Common Stock,
which it recorded within Investment income and other, net on the Consolidated Statements of Operations for the year
ended December 31, 2013 and reversed any previous unrealized gains out of Other comprehensive income.

Strategic investments are reviewed on an ongoing basis to ensure that the carrying values of the investments
have not been impaired. If the Company determines that an impairment loss on a strategic investment has occurred
due to a decline in fair value or other market conditions, the investment is written down to its estimated fair value.

The Company maintains a non-qualified deferred compensation plan for certain employees and directors. This
plan provides a return to the participants based upon the performance of various investments. In order to hedge its
liability under this plan, the Company generally acquires the underlying investments and holds such investments until
the deferred compensation liabilities are satisfied. Changes in value of such investments are recorded in Investment
income and other, net, with a corresponding charge or credit to Employee compensation and benefits on the
Consolidated Statements of Operations. Deferred compensation investments primarily consist of mutual funds, which
are accounted for at fair value.

Goodwill and intangible assets

The Company tests goodwill and intangible assets with an indefinite useful life for impairment annually or when
an event occurs or circumstances change that signifies the existence of an impairment. The Company capitalizes
certain costs associated with the acquisition or development of internal-use software and amortizes the software over
its estimated useful life of three years, commencing at the time the software is placed in service. The Company amortizes
intangible assets with a finite life on a straight line basis over their estimated useful lives and tests for recoverability
whenever events indicate that the carrying amounts may not be recoverable.
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Payable to customers

Payable to customers arise primarily from futures transactions and include amounts due on cash and margin
transactions. Due to their short-term nature, such amounts approximate fair value.

Treasury stock

The Company records its purchases of treasury stock at cost as a separate component of stockholders’ equity.
The Company may obtain treasury stock through purchases in the open market or through privately negotiated
transactions. Certain treasury stock repurchases represent shares of KCG Class A Common Stock repurchased in
satisfaction of tax withholding obligations upon vesting of restricted awards. The Company may re-issue treasury stock,
at average cost, for the acquisition of new businesses or, in certain instances, as inducement grants to new hires.

Foreign currency translation and foreign currency forward contracts
The Company has foreign subsidiaries that do not utilize the U.S. dollar as their functional currency.

Assets and liabilities of the foreign subsidiaries having non-U.S. dollar functional currencies are translated at
exchange rates at the end of a period. Revenues and expenses are translated at average exchange rates during the
period. Gains and losses resulting from translating foreign currency financial statements into U.S. dollars are included
in Accumulated other comprehensive income on the Consolidated Statements of Financial Condition and Cumulative
translation adjustment on the Consolidated Statements of Comprehensive Income. Gains or losses resulting from
foreign currency transactions are included in Investment income and other, net on the Company’s Consolidated
Statements of Operations. For the years ended December 31, 2013, 2012, and 2011 the Company recorded a loss of
$4.1 million, a gain of $0.2 million and a loss of $2.4 million, respectively.

The Company seeks to reduce the impact of fluctuations in foreign exchange rates onits net investment in certain
non-U.S. operations through the use of foreign currency forward contracts. For foreign currency forward contracts
designated as hedges, the Company assesses its risk management objectives and strategy, including identification of
the hedging instrument, the hedged item and the risk exposure and how effectiveness is to be assessed prospectively
and retrospectively. The effectiveness of the hedge is assessed based on the overall changes in the fair value of the
forward contracts. For qualifying net investment hedges, any gains or losses, to the extent effective, are included in
Accumulated other comprehensive income or loss on the Consolidated Statements of Financial Condition and the
Consolidated Statements of Comprehensive Income. The ineffective portion, if any, is recorded in Investment income
and other, net on the Consolidated Statements of Operations.

Stock and unit based compensation

Stock and unit based compensation is measured based on the grant date fair value of the awards. These costs
are amortized over the requisite service period, which is typically the vesting period. Expected forfeitures are considered
in determining stock-based employee compensation expense.

The Company applies a non-substantive vesting period approach for stock-based awards related to KCG Class
A Common Stock whereby the expense is accelerated for those employees and directors that receive options, stock
appreciation rights ("SARs") and RSUs and are eligible to retire prior to the vesting of such awards.

Soft dollar expense

Under a commission management program, the Company allows institutional clients to allocate a portion of their
gross commissions to pay for research and other services provided by third parties. As the Company acts as an agent
in these transactions, it records such expenses on a net basis within Commissions and fees on the Consolidated
Statements of Operations.

Depreciation, amortization and occupancy

Fixed assets are depreciated on a straight-line basis over their estimated useful lives of three to seven years.
Leasehold improvements are being amortized on a straight-line basis over the shorter of the term of the related office
lease or the expected useful life of the assets.The Company reviews fixed assets and leasehold improvements for
impairment whenever events or changes in circumstances indicate that the related carrying amounts may not be
recoverable.
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The Company recognizes rent expense under operating leases with fixed rent escalations, lease incentives and
free rent periods on a straight-line basis over the lease term beginning on the date the Company takes possession of
or controls the use of the space, including during free rent periods.

Lease loss accrual

The Company’s policy is to identify excess real estate capacity and where applicable, accrue for related future
costs, net of estimated sub-lease income upon the date the Company ceases to use the excess real estate. In the
event the Company is able to sublease the excess real estate after recording a lease loss, such accrual is adjusted to
the extent the actual terms of sub-leased property differ from the assumptions used in the calculation of the accrual.
In the event that the Company concludes that previously determined excess real estate is needed for the Company’s
use, such lease loss accrual is adjusted accordingly.

Income taxes

Prior to the Mergers, GETCO and the majority of its subsidiaries were treated as partnerships or disregarded
entities for U.S. income tax purposes and, accordingly, were not subject to federal income taxes. Instead, the former
GETCO members were liable for federal income taxes on their proportionate share of taxable income. Upon completion
of the Mergers, the Company became a corporation subject to U.S. corporate income taxes and, following the Mergers,
the Company records deferred tax assets and liabilities for the expected future tax consequences of temporary
differences between the financial reporting and tax bases of assets and liabilities and measures them using the enacted
tax rates and laws that will be in effect when such differences are expected to reverse. The Company evaluates the
recoverability of future tax deductions by assessing the adequacy of future expected taxable income from all sources,
including reversal of temporary differences and forecasted operating earnings.

Use of estimates

The preparation of financial statements in conformity with 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 financial statements and the reported amounts of revenues and expenses during the reporting period.
Actual results may differ from those estimates.

Recently adopted accounting guidance

In December 2011, the Financial Accounting Standards Board (“FASB”) issued an Accounting Standard Update
(“ASU”)thatrequires additional disclosures about financial assets and liabilities that are subject to netting arrangements.
Under the ASU, financial assets and liabilities must be disclosed at their respective gross asset and liability amounts,
the amounts offset on the balance sheet and a description of the respective netting agreements. The new disclosures
were required for reporting periods beginning on or after January 1, 2013, and are to be applied retrospectively. Other
than requiring additional disclosures, the adoption of this ASU did not have an impact on the Company's Consolidated
Financial Statements.

In February 2013, the FASB issued an ASU that requires additional disclosure requirements for items reclassified
out of accumulated other comprehensive income. This new guidance requires entities to present either on the face of
the income statement or in the notes to the financial statements the effects on the specific line items of the income
statement for amounts reclassified out of accumulated other comprehensive income. This ASU was effective for
reporting periods beginning after December 15, 2012. Other than additional disclosure requirements, the adoption of
this ASU did not have an impact on the Company's Consolidated Financial Statements.

Recent accounting guidance to be adopted in future periods

In March 2013, the FASB issued an ASU concerning the parent's accounting for the cumulative translation
adjustment upon derecognition of certain subsidiaries or groups of assets within a foreign entity or of an investment
in a foreign entity. This ASU provides for the release of the cumulative translation adjustment into net income when a
parent sells a part or all of its investment within a foreign entity, no longer holds a controlling interest in an investment
in a foreign entity or obtains control of an investment in a foreign entity that was previously recognized as an equity
method investment. This ASU is effective for reporting periods beginning after December 15, 2013, however early
adoption is permitted. The adoption of this ASU will not have an impact on the Company's Consolidated Financial
Statements.

In July 2013, the FASB issued an ASU to clarify the financial statement presentation of an unrecognized tax
benefit when a NOL carryforward, a similar tax loss, or a tax credit carryforward exists. This ASU requires entities to
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present an unrecognized tax benefit as a reduction of a deferred tax asset for a NOL carryforward whenever the NOL
or tax credit carryforward would be available to reduce the additional taxable income or tax due if the tax position is
disallowed. The ASU is required for reporting periods beginning after December 15, 2013. Upon adoption, entities are
required to apply the provisions of the ASU prospectively for all unrecognized tax benefits that exist at the adoption
date, however, the ASU also indicates that retrospective application is permitted. The adoption of this ASU will not
have an impact on the Company's Consolidated Financial Statements.

4. Discontinued Operations

As part of the Mergers, KCG acquired certain assets and liabilities from Knight related to discontinued operations.
The assets and liabilities were not considered part of the Company's continuing operations, and, therefore, the results
have beenincluded in Income from discontinued operations, net of tax within the Consolidated Statements of Operations
for the year ended December 31, 2013. In addition, in July 2013, the Company entered into an agreement to sell to
an investor group Urban, the reverse mortgage origination and securitization business that was previously owned by
Knight. The transaction was completed in the fourth quarter of 2013, and, as a result, the results of Urban's operations
have also been included in Income from discontinued operations, net of tax within the Consolidated Statements of
Operations for the year ended December 31, 2013.

The revenues and results of operations of discontinued operations are summarized as follows (in thousands):

For the six
months ended
December 31,

2013

Revenues $ 39,868
Expenses:

Compensation $ 14,068

Execution and clearance fees 5,038

Payments for order flow 9,885

Other expenses 10,748
Total Expenses 39,739
Pre-tax income from discontinued operations 129
Income tax expense (49)
Income from discontinued operations, net of tax $ 80

5. Assets Segregated or Held in Separate Accounts Under Federal or Other Regulations

Cash and securities segregated under U.S. federal and other regulations primarily relate to the Company’s FCM
business and consist of the following (in thousands):

December 31,

2013
Cash and cash equivalents segregated under federal or other regulations $ 183,083
Receivables from brokers, dealers and clearing organizations (" 304,294
Total assets segregated or held in separate accounts under federal or other regulations $ 487,377

() Segregated assets included within Receivables from brokers, dealers and clearing organizations comprise cash
and cash equivalents and U.S. government obligations primarily held as deposits with exchange clearing
organizations.

The Company did not have any cash or securities segregated under U.S. Federal and other regulations as of
December 31, 2012.
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6. Fair Value of Financial Instruments

The Company’s financial instruments recorded at fair value have been categorized based upon a fair value
hierarchy in accordance with accounting guidance, as described in Footnote 3 “Significant Accounting Policies.” The
following fair value hierarchy table presents information about the Company’s financial assets and liabilities measured

at fair value (in thousands):

Assets and Liabilities Measured at
Fair Value on a Recurring Basis

December 31, 2013 Level 1 Level 2 Level 3 Total
Assets
Financial instruments owned, at fair value:
Equities (" 2,298,785 $ — — 2,298,785
Listed options 339,798 — — 339,798
U.S. government and Non-U.S. government obligations 40,053 — — 40,053
Corporate debt 43,203 — — 43,203
Total Financial instruments owned, at fair value 2,721,839 — — 2,721,839
Securities on deposit with clearing organizations @ 170,235 — — 170,235
Investment in CME Group ® 3,925 — — 3,925
Deferred compensation investments — 117 — 117
Investment in Deephaven Funds © — 1,958 — 1,958
Total assets held at fair value 2,895,999 $ 2,075 $ — 2,898,074
Liabilities
Financial instruments sold, not yet purchased, at fair value:
Equities 1,851,006 $ — 3 — 1,851,006
Listed options 252,282 — — 252,282
U.S. government obligations 15,076 — — 15,076
Corporate debt 42,122 — — 42,122
Foreign currency forward contracts — 5,014 — 5,014
Total liabilities held at fair value 2,160,486 $ 5014 $ — 2,165,500

(1)
(2)

Equities of $697.9 million have been netted by their respective long and short positions by CUSIP number.

dealers and clearing organizations on the Consolidated Statements of Financial Condition.

®3)
Consolidated Statements of Financial Condition.
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Assets and Liabilities Measured at
Fair Value on a Recurring Basis

December 31, 2012 Level 1 Level 2 Level 3 Total

Assets
Financial instruments owned, at fair value:

Equities " $ 378,933 $ — 3 — 3 378,933
Listed options 92,305 — — 92,305
U.S. government obligations and corporate bonds 68,765 — — 68,765
Mutual funds - Bond Funds 114,872 — — 114,872
Total Financial instruments owned, at fair value 654,875 — — 654,875
Securities on deposit with clearing organizations 7,147 — — 7,147
Investment in CME Group 3,040 — — 3,040
Investment in Knight preferred shares 199,632 — — 199,632
Total assets held at fair value $ 864,694 $ — $ — $ 864,694
Liabilities
Financial instruments sold, not yet purchased, at fair value:
Equities " $ 423740 $ — 3 — 3 423,740
Listed options 69,757 — — 69,757
U.S. government obligations 19,056 — — 19,056
Total Financial instruments sold, not yet purchased, at fair value 512,553 — — 512,553
Total liabilities held at fair value $ 512,553 $ — $ — $ 512,553

™ Equities of $5.9 million have been netted by their respective long and short positions by CUSIP number.

The Company’s equities, listed options, U.S. government and non-U.S. government obligations, corporate debt
and strategic investments that are actively traded are generally classified within Level 1 of the fair value hierarchy
because they are valued using quoted market prices or broker or dealer quotations with reasonable levels of price
transparency.

The types of instruments that trade in markets that are not considered to be active, but are valued based on
observable inputs such as quoted market prices or alternative pricing sources with reasonable levels of price
transparency are generally classified within Level 2 of the fair value hierarchy.

The Company has no financial instruments classified within Level 3 of the fair value hierarchy.

The Company’s assets measured at fair value on a nonrecurring basis solely relates to goodwill and intangible
assets arising from various acquisitions which would be classified as Level 3 within the fair value hierarchy. See Footnote
11 “Goodwill and Intangible Assets” for additional information.

There were no transfers of assets or liabilities held at fair value between levels of the fair value hierarchy for any
periods presented.

The Company’s foreign currency forward contracts, deferred compensation investments and its remaining
investment in the Deephaven Funds are classified within Level 2 of the fair value hierarchy.

The following is a description of the valuation basis, techniques and significant inputs used by the Company in
valuing its Level 2 assets and liabilities:

Foreign currency forward contracts

At December 31, 2013, the Company had foreign currency forward contracts with a notional value of 80.0 million
British pounds that are used to hedge the Company’s investment in its European subsidiaries. The fair value of these
contracts was determined based upon spot foreign exchange rates, LIBOR interest rates and dealer quotations.
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Deferred compensation investments

Deferred compensation investments comprise investments in liquid mutual funds that the Company acquires to
hedge its obligations to employees and directors under certain non-qualified deferred compensation arrangements.
These mutual fund investments can generally be redeemed at any time and are valued based upon quoted market
prices.

Investment in Deephaven Funds

Investment in Deephaven Funds represents the Company's residual investment in certain funds that were formerly
managed by Deephaven Capital Management, a former Knight subsidiary. These investments are in the process of
liquidation and are valued based upon the fair value of the underlying investments within such funds.

Derivative Instruments
Fair value of derivative instruments

The Company enters into derivative transactions, primarily with respect to making markets in listed domestic
options. In addition, the Company enters into derivatives to manage foreign currency exposure. Cash flows associated
with such derivative activities are included in cash flows from operating activities on the Consolidated Statements of
Cash Flows, when applicable.

Futures

During the normal course of business, the Company enters into futures contracts. These financial instruments
are subject to varying degrees of risks whereby the fair value of the securities underlying the financial instruments,
may be in excess of, or less than, the contract amount. The Company is obligated to post collateral against certain
futures contracts.

Futures contracts would be classified as Level 1 if they were required to be reported in the fair value hierarchy;
swaps and forward contracts would be classified as Level 2 if they were required to be reported in the fair value
hierarchy.

The following tables summarize the fair value of derivative instruments and futures contract trading activities in
the Consolidated Statements of Financial Condition and the gains and losses included in the Consolidated Statements
of Operations (fair value in thousands):

December 31, 2013
Financial Statements Assets Liabilities

Location Fair Value Contracts Fair Value Contracts

Foreign currency
Receivables from/Payables to brokers, dealers

Futures contracts and clearing organizations $ 89 892 $ 142 533
Forward contracts Financial instruments owned, at fair value 6,913 1 11,515 2
Equity
Receivables from/Payables to brokers, dealers
Futures contracts and clearing organizations 223 1,069 1,089 1,046
Receivables from/Payables to brokers, dealers
Swap contracts and clearing organizations — — 18 1
Listed options Financial instruments owned, at fair value 339,798 730,020 252,282 755,947

Fixed income
Receivables from/Payables to brokers, dealers

Futures contracts and clearing organizations 4,815 18,280 2,259 15,202
Commodity
Receivables from/Payables to brokers, dealers
Futures contracts and clearing organizations 3,392 10,629 1,773 3,806

Total $ 355,230 760,891 $ 269,078 776,537

™ Designated as hedging instrument
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December 31, 2012

Financial Statements
Location

Assets Liabilities
Fair Value Contracts Fair Value Contracts

Receivables from/Payables to brokers, dealers and
clearing organizations

Accrued expenses and other liabilities

Receivables from/Payables to brokers, dealers and
clearing organizations

Receivables from/Payables to brokers, dealers and
clearing organizations

Financial instruments owned, at fair value

Receivables from/Payables to brokers, dealers and
clearing organizations

Receivables from/Payables to brokers, dealers and
clearing organizations

$ 8 500 $ 5 110
— — 110 1

270 766 477 1,070

570 1 — —

92,305 199,324 69,757 196,804

449 49,498 2,014 53,882

13 1,060 — —

$ 93,615 251,149 $ 72,363 251,867

Financial Statements

Gain (Loss) Recognized

For the year
ended December 31,

Location

2013 2012 2011

Derivative instruments not designated as

hedging instruments:
Foreign currency
Futures contracts
Equity
Futures contracts
Swap contracts
Listed options ("
Fixed income
Futures contracts
Commodity
Futures contracts

Trading revenues, net
Trading revenues, net
Trading revenues, net
Trading revenues, net

Trading revenues, net

Trading revenues, net

Derivative instruments designated as

hedging instruments:

Accumulated other comprehensive

Foreign exchange - forward contract income

$ 12191 § 19,699 § 25,808

50,073 76,089 156,537
11,736 8,116 18,624
37,035 50,446 90,389
80,511 81,933 170,414
62,215 35,952 24,154

$ 253,761 $ 272,235 $ 485,926

$ (3,298) $ — 3 —

M Realized gains and losses on listed equity options relate to the Company’s market making activities in such options.
Such market making activities also comprise trading in the underlying equity securities with gains and losses on
such securities generally offsetting the gains and losses reported in this table. Gains and losses on such equity
securities are also included in Trading revenue, net on the Company’s Consolidated Statements of Operations.
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Assets and Liabilities Subject to Netting

The gross amounts of assets and liabilities subject to netting and gross amounts offset in the Consolidated
Statements of Financial Condition were as follows (in thousands):

Gross Amounts Not Offset in the
Statement of Financial Condition

Net Amounts of

Gross Amounts Assets

Offset in the Presented in
Gross Statements of the Statements
Amounts Financial of Financial Financial Cash Collateral
December 31, 2013 Recognized Condition Condition Instruments Received Net Amount
Assets
Listed options $ 339,798 $ — 339,798 $ — — 3 339,798
Securities borrowed 1,357,387 — 1,357,387 1,326,220 — 31,167
Receivable from brokers,
dealers and clearing
organizations 24,366 — 24,366 24,249 — 117
Foreign currency forward
contracts 6,913 6,501 412 — — 412
Futures 8,519 4,369 4,150 — — 4,150
Total Assets $ 1,736,983 $ 10,870 $ 1,726,113 $ 1,350,469 $ — 3 375,644
Liabilities
Listed options $ 252,282 $ — $ 252,282 $ — $ 10,924 $ 241,358
Securities loaned 733,230 — 733,230 726,948 — 6,282
Financial instruments sold
under agreements to
repurchase 640,950 — 640,950 640,948 — 2
Foreign currency forward
contracts 11,515 6,501 5,014 — — 5,014
Futures 5,263 5,263 — — — —
Swaps 18 — 18 — — 18
Total Liabilities $ 1,643,258 $ 11,764 $ 1,631,494 $ 1,367,896 $ 10,924 $ 252,674
' Represent reverse repurchase agreements at broker dealer
Net Amounts of  Gross Amounts Not Offset in the
Gross Amounts Assets Statement of Financial Condition
Offset in the Presented in
Statements of the Statements
Gross Amounts Financial of Financial Financial Cash Collateral
December 31, 2012 Recognized Condition Condition Instruments Received Net Amount
Assets
Listed options $ 92,305 $ — 92,305 $ — 3 — 3 92,305
Securities borrowed 52,261 — 52,261 50,717 — 1,544
Futures 740 462 278 — — 278
Total Assets $ 145,306 $ 462 $ 144,844 $ 50,717 $ — 3 94,127
Liabilities
Listed options $ 69,757 $ — 3 69,757 $ — 3 1,393 $ 68,364
Futures 2,497 2,497 — — — —
Total Liabilities $ 72,254 $ 2,497 $ 69,757 $ — $ 1,393 $ 68,364

7. Collateralized Transactions

The Company receives financial instruments as collateral in connection with securities borrowed. Such financial
instruments generally consist of equity and convertible securities but may include obligations of the U.S. government,
federal agencies, foreign government and corporations. In most cases, the Company is permitted to deliver or repledge
these financial instruments in connection with securities lending and other secured financings for meeting settlement
requirements.
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The table below presents financial instruments at fair value received as collateral and included within Securities
borrowed on the Consolidated Statements of Financial Condition that were permitted to be delivered or repledged and

that were delivered or repledged by the Company as well as the fair value of financial instruments which could be
further repledged by the receiving counterparty (in thousands):

December 31, December 31,

2013 2012
Collateral permitted to be delivered or repledged $ 1,315,803 $ 50,717
Collateral that was delivered or repledged 1,231,468 50,717
Collateral permitted to be further repledged by the receiving counterparty 142,938 —

In order to finance securities positions, the Company also pledges financial instruments that it owns to
counterparties who, in turn, are permitted to deliver or repledge them. Under these transactions, the Company pledges
certain financial instruments owned to collateralize repurchase agreements and other secured financings. Repurchase
agreements and other secured financings are short-term and mature within one year. Financial instruments owned
and pledged to counterparties that do not have the right to sell or repledge such financial instruments consist of equity
securities.

The table below presents information about assets pledged by the Company (in thousands):

December 31, December 31,

2013 2012
Financial instruments owned, at fair value, pledged to counterparties that had
the right to deliver or repledge $ 552,242 $ 52,261
Financial instruments owned, at fair value, pledged to counterparties that do
not have the right to deliver or repledge 676,956 —

8. Receivable from and Payable to Brokers, Dealers and Clearing Organizations

Amounts receivable from and payable to brokers, dealers and clearing organizations consist of the following (in
thousands):

December 31, December 31,

2013 2012

Receivable:

Clearing organizations and other $ 750,440 $ 140,089

Assets segregated or held in separate accounts under federal or other

regulations 304,294 —

Securities failed to deliver 202,517 2,880
Total Receivable $ 1,257,251 $ 142,969
Payable:

Clearing organizations and other $ 425196 $ 15,879

Securities failed to receive 48,912 8,306
Total Payable $ 474108 $ 24,185

Management believes that the carrying value of amounts receivable from and payable to brokers, dealers and
clearing organizations approximates fair value since they are short term in nature.
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9. Fixed Assets and Leasehold Improvements

Fixed assets and leasehold improvements comprise the following (in thousands):

Depreciation December 31,
Period 2013 2012
Computer hardware and software 3 years $ 223141 $§ 178,187
Leasehold improvements * 115,046 60,750
Telephone systems 5 years 3,848 —
Furniture and fixtures 7 years 12,227 9,093
354,262 248,030
Less - Accumulated depreciation and amortization (207,594) (164,689)

$ 146,668 $ 83,341

*-Shorter of life of lease or useful life of assets

10. Investments

Investments comprise strategicinvestments, including an investmentin Knight prior to the Mergers and investment
in the Deephaven Funds. Investments consist of the following (in thousands):

December 31, December 31,

2013 2012

Strategic investments:

Investments accounted for under the equity method $ 82,234 $ —

Investments held at fair value 3,925 202,672

Common stock or equivalent of companies representing less than 20%

equity ownership held at adjusted cost 33,813 45,766
Total Strategic investments 119,972 248,438

Deferred compensation investments 117 —

Investment in Deephaven Funds 1,958 —
Total Investments $ 122,047 $ 248,438

Investments held at fair value, including GETCO's investment in Knight prior to the Mergers, are accounted
for as available for sale securities and any unrealized gains or losses are recorded in Other comprehensive income.
As a result of the Mergers, the Company recognized a non-cash gain of $128.0 million on its investment in Knight
Common Stock, which it recorded within Investment income and other, net on the Consolidated Statements of
Operations for the year ended December 31, 2013 and reversed any previous unrealized gains out of Other
comprehensive income.

11. Goodwill and Intangible Assets

Goodwill is assessed for impairment annually or when events indicate that the amounts may be impaired. The
Company assesses goodwill for impairment at the reporting unit level. The Company’s reporting units are the
components of its business segments for which discrete financial information is available and is regularly reviewed by
the Company’s management. As part of the assessment for impairment, the Company considers the cash flows of the
respective reporting unit and assesses the fair value of the respective reporting unit as well as the overall market value
of the Company compared to its net book value. The assessment of fair value of the reporting units is principally
performed using a discounted cash flow methodology with a risk-adjusted weighted average cost of capital which the
Company believes to be the most reliable indicator of the fair values of its respective reporting units. The Company
also assesses the fair value of each reporting unit based upon its estimated market value and assesses the Company’s
overall market value based upon the market price of KCG Class A Common Stock.
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Intangible assets are assessed for recoverability when events or changes in circumstances indicate that the
carrying amount of the asset or asset group may not be recoverable. The Company assesses intangible assets for
impairment at the “asset group” level which is the lowest level for which identifiable cash flows are largely independent
of the cash flows of other groups of assets and liabilities. As part of the assessment for impairment, the Company
considers the cash flows of the respective asset group and assesses the fair value of the respective asset group. Step
1 of the impairment assessment for intangibles is performed using undiscounted cash flow models, which indicates
whether the future cash flows of the asset group are sufficient to recover the book value of such asset group. When
an asset is not considered to be recoverable, step 2 of the impairment assessment is performed using a discounted
cash flow methodology with a risk-adjusted weighted average cost of capital to determine the fair value of the intangible
asset group. In cases where amortizable intangible assets and goodwill are assessed for impairment at the same time,
the amortizable intangibles are assessed for impairment prior to goodwill being assessed.

As discussed in Footnote 2 "Merger of GETCO and Knight", as a result of the Mergers, $155.4 million and $11.6
million in identifiable intangible assets and goodwill, respectively, were recorded by the Company on the date of the
Mergers.

No events occurred in 2013 or 2012 that would indicate that the carrying amounts of the Company’s goodwill or
intangible assets may not be recoverable. In December 2013, the Company assessed the impairment of goodwill and
intangible assets as part of its annual assessment and concluded that there was no impairment.

The following table summarizes the Company’s Goodwill by segment (in thousands):

December 31, December 31,

2013 2012
Market Making $ 15,427 $ 4,645
Global Execution Services 832 —
Total $ 16,259 $ 4,645

Intangible assets with definite useful lives are amortized over their estimated remaining useful lives, the majority
of which have been determined to range from three to 12 years. The weighted average remaining life of the Company’s
intangible assets with definite useful lives at December 31, 2013 and December 31, 2012 is approximately six years
and nine years, respectively.

The following tables summarize the Company’s Intangible assets, net of accumulated amortization by segment
and type (in thousands):

December 31, December 31,

2013 2012

Market Making

Trading rights $ 48,920 $ 48,903

Technology 53,315 3,487
Total 102,235 52,390
Global Execution Services

Customer relationships 33,278 —

Trade names 3,800 —

Technology 38,682 —
Total 75,760 —
Corporate and Other

Technology 13,500 —
Consolidated Total $ 191,495 $ 52,390
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December 31, December 31,

2013 2012

Customer relationships " Gross carrying amount $ 35,000 $ —
Accumulated amortization (1,722) —

Net carrying amount 33,278 —

Trading rights @ Gross carrying amount 62,450 58,095
Accumulated amortization (13,530) (9,192)

Net carrying amount 48,920 48,903

Trade names ® Gross carrying amount 4,000 —
Accumulated amortization (200) —

Net carrying amount 3,800 —

Technology Gross carrying amount 120,346 5,580
Accumulated amortization (14,849) (2,093)

Net carrying amount 105,497 3,487

Total Gross carrying amount 221,796 63,675
Accumulated amortization (30,301) (11,285)

Net carrying amount $ 191,495 $ 52,390

() Customer relationships relate to KCG Hotspot and KCG BondPoint. The weighted average remaining life is
approximately 10 years as of December 31, 2013. Lives may be reduced depending upon actual retention rates.

@ Trading rights provide the Company with the rights to trade on certain exchanges. The weighted average remaining
life of trading rights with definite useful lives is approximately eight and nine years as of December 31, 2013 and
December 31, 2012, respectively. As of December 31, 2013 and 2012, $7.6 million and $6.3 million, respectively,
of trading rights have indefinite useful lives.

@) Trade names relate to KCG Hotspot and KCG BondPoint. The weighted average remaining life is approximately
ten years as of December 31, 2013.

@ The weighted average remaining life for technology, including capitalized software, is approximately four and
three years as of December 31, 2013 and December 31, 2012, respectively.

The following table summarizes the Company’s amortization expense from continuing operations relating to
Intangible assets (in thousands):

For the year ended December 31,
2013 2012 2011
Amortization expense $ 19,211 $ 5518 $ 3,595

As of December 31, 2013, the following table summarizes the Company’s estimated amortization expense for
future periods (in thousands):

Amortization

expense
For the year ended December 31, 2014 $ 33,542
For the year ended December 31, 2015 32,617
For the year ended December 31, 2016 31,527
For the year ended December 31, 2017 30,396
For the year ended December 31, 2018 19,396
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12. Debt

The carrying value and fair value of the Company's debt is as follows (in thousands):

December 31, 2013 December 31, 2012

Carrying Amount Fair Value Carrying Amount Fair Value

Notes $ — — $ 15,000 $ 15,000

Cash Convertible Senior Subordinated

Notes 117,259 118,432 — —

Senior Secured Notes 305,000 320,823 — —

First Lien Credit Facility 235,000 235,000 — —
Total Debt $ 657,259 $ 674,255 $ 15,000 $ 15,000

The fair value of the Cash Convertible Senior Subordinated Notes and Senior Secured Notes is based upon the
value of such debt in the secondary market. The carrying value of the First Lien Credit facility approximated fair value
as it was not materially sensitive to shifts in interest rates due to its floating interest rate, which also considers changes
in the Company's credit risks and financial condition. These liabilities would all be categorized as Level 2 in the fair
value hierarchy if they were required to be recorded at fair value.

Notes

In October 2011, the Company issued $15.0 million in notes to a single lender. The notes bore interest at 5.95%
per annum, required no principal amortization over the term and were scheduled to mature in October 2018. The note
agreement included certain covenants which required the Company, among other things, to maintain compliance with
debt to net worth ratios, maintain minimum levels of liquid net assets and maintain minimum net capital levels in
regulated subsidiaries. At December 31, 2012, the Company was in compliance with these covenants. In anticipation
of the Mergers, on May 31, 2013, the Company provided irrevocable notice to the lender to prepay the notes. The
$15.0 million in notes were subsequently repaid on July 1, 2013 along with accrued interest and a $3.0 million early
termination payment.

Cash Convertible Senior Subordinated Notes

In March 2010, Knight issued $375.0 million aggregate principal amount of Cash Convertible Senior Subordinated
Notes (the “Convertible Notes”) due on March 15, 2015 in a private offering exempt from registration under the Securities
Act of 1933, as amended.

The Convertible Notes bear interest at a rate of 3.50% per year, payable semi-annually in arrears, on March 15
and September 15 of each year, commencing on September 15, 2010 and will mature on March 15, 2015, subject to
earlier repurchase or conversion. The Convertible Notes are reported as Debt in the Company’s Consolidated
Statements of Financial Condition.

As a result of the Mergers, on July 1, 2013, KCG became a party to Knight's $375.0 million Convertible Notes.
On July 1, 2013, the Company delivered a notice (the “Convertible Notes Notice”) to the holders of the Notes. The
Convertible Notes Notice advised holders of the Convertible Notes of the following (among others):

. The completion of the Mergers on July 1, 2013 and the results of the election of the holders of KCG Class A
Common Stock to receive cash consideration for such KCG Class A Common Stock constitutes a “Fundamental
Change";

. Each holder of the Convertible Notes has the right to deliver a “Fundamental Change Repurchase Notice ” requiring
the Company to repurchase all or any portion of the principal amount of the Convertible Notes at a Fundamental
Change Repurchase Price of 100% of the principal amount plus accrued and unpaid interest on August 5, 2013,
the Fundamental Change Repurchase Date; and

. The Company deposited with the paying agent an amount of money sufficient to repurchase all of the Convertible
Notes to be repurchased; and upon payment by the paying agent such Convertible Notes will cease to be
outstanding.
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On July 1, 2013, $375.0 million, which was the amount needed to repurchase the aggregate amount of Knight's
Convertible Notes in full at maturity, was deposited in a cash collateral account under the sole dominion and control
of the collateral agent under the First Lien Credit Facility (the "Collateral Account").

After the Mergers, a total of $257.7 million in principal amount of the Convertible Notes were repurchased using
funds deposited in the Collateral Account. The repurchase included accrued and unpaid interest of $3.6 million. In
October 2013, the funds remaining in the Collateral Account were used to repay a portion of the First Lien Credit Facility.
As of December 31, 2013, there were no funds in the Collateral Account.

Debt incurred in connection with Mergers

In connection with the Mergers, KCG entered into a series of debt agreement transactions. Described below are
the details of these transactions.

Senior Secured Notes

On June 5, 2013 GETCO Financing Escrow LLC (“Finance LLC”), a wholly-owned subsidiary of GETCO, issued
8.250% senior secured notes due 2018 in the aggregate principal amount of $305.0 million (the “Senior Secured
Notes”) pursuant to an indenture, dated June 5, 2013 (as amended, the "Senior Secured Notes Indenture"). On July
1, 2013, KCG entered into a first supplemental indenture (the “First Supplemental Indenture”) pursuant to which KCG
assumed all of the obligations of Finance LLC which comprised the Senior Secured Notes plus certain escrow agent
fees and expenses of $3.0 million.

On July 1, 2013, KCG and certain subsidiary guarantors (the "Guarantors") under the First Lien Credit Facility,
as defined below, entered into a Second Supplemental Indenture, whereby the Senior Secured Notes and the obligations
under the Senior Secured Notes Indenture will be fully and unconditionally guaranteed on a joint and several basis by
the Guarantors and are secured by second-priority pledges and second-priority security interests in, and mortgages
on, the collateral securing the First Lien Credit Facility, subject to certain exceptions.

The Senior Secured Notes mature on June 15, 2018 and bear interest at a rate of 8.250% per year, payable on
June 15 and December 15 of each year, beginning on December 15, 2013.

The Senior Secured Notes Indenture contains customary affirmative and negative covenants, including limitations
on indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, prepayments of other indebtedness, restrictions on subsidiaries and issuance
of capital stock. As of December 31, 2013, the Company was in compliance with the covenants.

On July 1, 2013, KCG and the Guarantors entered into a joinder to the registration rights agreement dated June
5, 2013, (the "Senior Secured Notes Registration Rights Agreement") between Finance LLC and Jefferies LLC as
representative of the initial purchasers of the Senior Secured Notes. Pursuant to the registration rights agreement,
KCG shall use commercially reasonable efforts to (i) file an exchange offer registration statement with the SEC with
respect to a registered offer to exchange the Senior Secured Notes, (ii) issue exchange securities within 365 days
after June 5, 2013, and, (iii) in certain circumstances, file a shelf registration statement with respect to resales of the
Senior Secured Notes. If KCG and the Guarantors fail to comply with certain obligations under the Senior Secured
Notes Registration Rights Agreement, additional interest of up to 1.00% per annum will accrue on the Senior Secured
Notes.

In October 2013, the Company received consents from 99.7% of its registered holders ("Holders") of the Senior
Secured Notes to amend, among other things, the terms of the Senior Secured Notes among the Company, The Bank
of New York Mellon, as trustee and collateral agent (the “Trustee”), and the guarantors.

As a result, the Company entered into the Third Supplemental Indenture with the Trustee to amend the Senior
Secured Notes Indenture to permit the purchase, redemption or repayment of the Credit Agreement at any price,
including at a premium or at a discount from the face value thereof, with any available cash.

First Lien Credit Facility

On July 1, 2013, KCG, as borrower, entered into a first lien senior secured credit agreement (the “Credit
Agreement”) with Jefferies Finance LLC and Goldman Sachs Bank USA. The Credit Agreement was in the amount of
$535.0 million (the “First Lien Credit Facility”), all of which was drawn on July 1, 2013. The First Lien Credit Facility
also provides for a future uncommitted incremental first lien senior secured revolving credit facility of up to $50.0 million,
including letter of credit and swingline sub-facilities, on certain terms and conditions contained in the Credit Agreement.
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For the six months ended December 31, 2013, there were no borrowings made against the $50.0 million first lien senior
secured revolving credit facility.

The First Lien Credit Facility bears interest, at KCG's option, at a rate based on the prime rate (“First Lien Prime
Rate Loans”) or based on LIBOR (“First Lien Eurodollar Loans”). First Lien Prime Rate Loans bear interest at a rate
per annum equal to the greatest of prime rate, 2.25%, the federal funds rate plus 0.50%, and an adjusted one-month
LIBOR rate plus 1.00%, in each case plus an applicable margin of 3.50%. First Lien Eurodollar Loans bear interest at
a rate per annum equal to the adjusted LIBOR rate (subject to a 1.25% LIBOR floor) corresponding to the interest
period plus an applicable margin of 4.50% per annum. As of December 31, 2013, the interest rate was 5.75% per
annum.

The First Lien Credit Facility matures on December 5, 2017. The First Lien Credit Facility requires an amortization
payment of $235.0 million on July 1, 2014 followed by quarterly amortization payments of $7.5 million on each
September 30, December 31, March 31 and June 30, with the balance due on maturity.

Optional prepayments of borrowings under the First Lien Credit Facility are permitted at any time, without premium
or penalty, subject, however, to a 1% prepayment premium for optional prepayments of the First Lien Credit Facility
made prior to July 1, 2014 with a new or replacement term loan facility with an “effective” interest rate less than that
applicable to the First Lien Credit Facility.

The First Lien Credit Facility is fully and unconditionally guaranteed on a joint and several basis by all of KCG's
existing and future direct and indirect 100% owned domestic subsidiaries, other than certain subsidiaries including
regulated broker dealers and other regulated subsidiaries that, in each case, are not permitted to provide such
guarantees under applicable law.

The First Lien Credit Facility contains customary affirmative and negative covenants, including limitations on
indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, prepayments of other indebtedness, restrictions on subsidiaries, capital
expenditures and issuance of capital stock. It also contains financial maintenance covenants establishing a maximum
consolidated first lien leverage ratio, a minimum consolidated interest coverage ratio and a minimum consolidated
tangible net worth.

In connection with the consent solicitation and the Third Supplemental Indenture, the Company entered into an
Amendment to its Credit Agreement with the consent of the requisite percentage of lenders under its First Lien Credit
Facility. The Credit Agreement Amendment permits the Company to prepay a portion of the principal amount of
borrowings under the First Lien Credit Facility from time to time for a period of 60 days following the effective date of
the Credit Agreement Amendment out of the cash set aside in the Collateral Account under the sole dominion and
control of the collateral agent under the First Lien Credit Facility for repayments of the Convertible Notes, after which
period the remaining cash in the Collateral Account will be required to be used to prepay a portion of the principal
amount of borrowings under the First Lien Credit Facility. On October 23, 2013, as permitted by the Credit Agreement
Amendment, the Company applied 100% of the $117.3 million cash set aside in the Collateral Account to prepay a
portion of the principal amount of borrowings under the First Lien Credit Facility. The Credit Agreement Amendment
also permits the purchase, redemption or repayment of the Convertible Notes at any price, including at a premium or
at a discount from the face value thereof, with any available cash.

The Company incurred issuance costs of $37.4 million in connection with the issuance of Senior Secured Notes,
Credit Agreement and consent solicitation. The remaining issuance costs are recorded within Other assets on the
Consolidated Statements of Financial Condition and are amortized over the respective terms of the Senior Secured
Notes and the Credit Agreement. Including issuance costs, the Senior Secured Notes and Credit Agreements have
effective yields of 9.0% and 8.3%, respectively.

During the fourth quarter of 2013, the Company repaid $300.0 million of principal of the First Lien Credit Facility.
A portion of the $300.0 million was drawn from $117.3 million in cash held in the Collateral Account and the remainder
of the $300.0 million was paid out of available cash including proceeds from the sale of Urban. In conjunction with
these payments, the Company wrote down $13.2 million of its capitalized debt costs associated with the Credit
Agreement.

Subsequent to December 31, 2013, the Company made a further $100.0 million principal prepayment under the
Credit Agreement. See Footnote 26 "Subsequent Events" for further discussion.
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Revolving Credit Agreement

On July 1, 2013, OCTEG, LLC (“OCTEG”), and Knight Capital Americas LLC ("KCA") now named KCG Americas
LLC, each of which are wholly-owned broker dealer subsidiaries of KCG effective July 1, 2013, as borrowers, and
KCG, as guarantor, entered into a credit agreement (the “OCTEG-KCA Facility Agreement”) with a consortium of banks
and financial institutions. The OCTEG-KCA Facility Agreement replaces an existing credit agreement, dated as of June
6, 2012, among OCTEG and three banks.

The OCTEG-KCA Facility Agreement comprises two classes of revolving loans in a total committed amount of
$450.0 million, together with a swingline facility with a $50.0 million sub-limit, subject to two borrowing bases (collectively,
the “OCTEG-KCA Revolving Facility”): Borrowing Base A and Borrowing Base B. The OCTEG-KCA Revolving Facility
also provides for a future increase of the revolving credit facility of up to $300.0 million to a total of $750.0 million on
certain terms and conditions.

Borrowings under the OCTEG-KCA Facility shall bear interest, at the applicable borrower's option, at a rate based
on the federal funds rate (“Base Rate Loans”) or based on LIBOR (“Eurodollar Loans”), in each case plus an applicable
margin. For each Base Rate Loan, the interest rate per annum is equal to the greater of the federal funds rate or an
adjusted one-month LIBOR rate plus (a) for each Borrowing Base A loan, a margin of 1.75% per annum and (b) for
each Borrowing Base B loan, a margin of 2.25% per annum. For each Eurodollar Loan, the interest rate per annum is
equal to an adjusted LIBOR rate corresponding to the interest period plus (a) for each Borrowing Base Aloan, a margin
of 1.75% per annum and (b) for each Borrowing Base B loan, a margin of 2.25% per annum. As of December 31, 2013,
there were no outstanding borrowings under the OCTEG-KCA Facility Agreement.

The proceeds of the Borrowing Base A loans are available to both OCTEG and KCA and may be used solely to
finance the purchase and settlement of securities. The proceeds of Borrowing Base B loans are available solely to
KCA and may be used solely to fund clearing deposits with the National Securities Clearing Corporation.

The borrowers are being charged a commitment fee at a rate of 0.35% per annum on the average daily amount
of the unused portion of the OCTEG-KCA Facility Agreement.

The loans under the OCTEG-KCA Facility Agreement will mature on June 6, 2015. The OCTEG-KCA Revolving
Facility is fully and unconditionally guaranteed on an unsecured basis by KCG and, to the extent elected by OCTEG
orKCA, any of their respective subsidiaries. It is secured by first-priority pledges of and liens on certain eligible securities,
subject to applicable concentration limits, in the case of Borrowing Base A loans, and by first-priority pledges of and
liens on the right to the return of certain eligible NSCC margin deposits, in the case of Borrowing Base B loans.

The OCTEG-KCA Revolving Facility includes customary affirmative and negative covenants, including limitations
on indebtedness, liens, hedging agreements, investments, loans and advances, asset sales, mergers and acquisitions,
dividends, transactions with affiliates, restrictions on subsidiaries, issuance of capital stock, negative pledges and
business activities. It contains financial maintenance covenants establishing a minimum total regulatory capital for
each of OCTEG and KCA, a maximum total asset to total regulatory capital ratio for each of OCTEG and KCA, a
minimum excess net capital limit for each of OCTEG and KCA, a minimum liquidity ratio for KCA, and a minimum
tangible net worth threshold for KCG. As of December 31, 2013, the Company was in compliance with the covenants.

In connection with the OCTEG-KCA Revolving Facility, the Company incurred issuance costs of $1.2 million which
is recorded within Other assets on the Consolidated Statements of Financial Condition and is being amortized over
the term of the facility.

OCTEG and KCA shall each be obligated only with respect to the principal and interest of their own borrowings,
and not the interest and principal of the other borrower's borrowings.

The OCTEG-KCA Revolving Facility was amended on October 24, 2013 to permit OCTEG to be removed as a
borrower under the OCTEG-KCA Revolving Facility. As of January 1, 2014, OCTEG was merged with and into KCA
and KCA was renamed KCG Americas LLC.
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The Company recorded expenses with respect to the Debt as follows (in thousands):

For the year ended December 31,

2013 2012 2011
Interest expense $ 34,138 $ 1,194 § 164
Amortization of debt issuance cost " 16,832 276 —
Commitment fee 792 1,034 —
Total $ 51,762 $ 2,504 $ 164

M $3.6 million is included in Other expense while $13.2 million is included in Writedown of debt issuance costs.
The writedown amount was incurred as a result of the $300.0 million repayment of the First Lien Credit Facility.

13. Related Parties

The Company interacts with two related parties as part of its normal day-to-day operations. It earns revenues,
incurs expenses and maintains balances with these related parties or their affiliates. As of the date and period indicated
below, the Company had the following balances and transactions with the related parties or their affiliates as follows
(in thousands):

For the year

ended
December 31,

Statement of Operations 2013
Revenues
Commissions and fees $ 2,583
Trading revenues, net 437
Interest, net 71

Total revenues from related parties $ 3,091
Expenses
Execution and clearance fees $ (5,706)
Interest expense 102
Other expense 146

Total expenses incurred with respect to related parties $ (5,458)

December 31,

Statement of Financial Condition 2013
Assets
Securities borrowed $ 57,732
Receivable from brokers, dealers and clearing organizations 20,826
Other assets 277
Liabilities
Securities loaned $ 116,062
Payable to brokers, dealers and clearing organizations 17,820
Accrued expenses and other liabilities 179

In the ordinary course of business, the Company enters into foreign exchange contracts with related parties.

During 2013, the Company paid one of the related parties $49.8 million in fees related to financing and advisory
activities.
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14. Stock-Based Compensation
KCG Equity Incentive Plan

The Knight Capital Group, Inc. Amended and Restated 2010 Equity Incentive Plan was established to provide
long-term incentive compensation to employees and directors of the Company. As a result of the Mergers, on July 1,
2013, this plan was assumed by KCG and was renamed the KCG Holdings, Inc. Amended and Restated Equity Incentive
Plan ("the KCG Plan"). At such time, the Knight Capital Group, Inc. 2009 Executive Incentive Plan was also assumed
by KCG in connection with the Mergers and was renamed the KCG Holdings, Inc. Amended and Restated Executive
Incentive Plan. As of the closing of the Mergers, the number of shares reserved for issuance under the KCG Plan was
20.7 million (based on a conversion ratio of one third of a share of KCG Class A Common Stock for each share of
Knight Class A Common Stock). At a special meeting of the Company's stockholders on December 19, 2013, the
Company's stockholders approved an increase to the number of shares authorized for grant under the KCG Plan from
20.7 million shares to 32.7 million shares (subject to adjustment as provided for under the KCG Plan).

The KCG Plan is administered by the Compensation Committee of the Company’s Board of Directors, and allows
for the grant of options, SARSs, restricted stock and RSUs (collectively, the “awards”), as defined by the KCG Plan. In
addition to overall limitations on the aggregate number of awards that may be granted, the KCG Plan also limits the
number of awards that may be granted to a single individual. The KCG Plan replaced prior Knight stockholder-approved
equity plans for future equity grants and no additional grants will be made under those historical Knight stock plans.
However, the terms and conditions of any outstanding equity grants under the historical Knight stock plans are not
affected.

As a result of the Mergers on July 1, 2013, each outstanding Knight stock option, whether vested or unvested,
was automatically replaced with an option to purchase KCG Class A Common Stock equal to one third of the number
of shares of Knight Common Stock subject to such original stock option immediately prior to the completion of the
Mergers (rounded down to the nearest whole share of KCG Class A Common Stock). The exercise price per share of
KCG Class ACommon Stock is equal to the exercise price per share of Knight Common Stock subject to such Company
stock option multiplied by three (rounded up to the nearest whole cent). Pursuant to the terms of the applicable Knight
stock plans and award agreements, each option granted on or prior to December 19, 2012 immediately vested. There
were no Knight stock options granted subsequent to December 19, 2012 through June 30, 2013.

As a result of the Mergers, each Knight restricted share granted after December 19, 2012 and each outstanding
Knight RSU was replaced with a KCG restricted share or RSU, as applicable, in respect of one third of a share of
common stock of KCG (rounded to the nearest whole share). Knight restricted share and RSU awards granted on or
prior to December 19, 2012 (except for RSUs subject to performance-based vesting conditions) automatically vested
upon the completion of the Mergers. Knight awards granted after December 19, 2012 (and RSUs granted on or prior
to December 19, 2012 that were subject to performance-based vesting conditions) will continue to vest in accordance
with their existing vesting schedule, subject to acceleration under certain circumstances.

Restricted Shares and Restricted Stock Units

Eligible employees and directors may receive restricted shares and/or RSUs (collectively “restricted awards”) as
a portion of their total compensation. The majority of restricted awards vest ratably over three years and are subject
to accelerated vesting, or continued vesting, following certain termination circumstances, in accordance with the
applicable award documents. For certain restricted awards, the Company has the right to fully vest employees and
directors upon retirement and in certain other circumstances.

The Company measures compensation cost related to restricted awards based on the fair value of KCG Class
A Common Stock at the date of grant. Compensation expense from continuing operations relating to restricted awards,
which is primarily recorded in Employee compensation and benefits, and the corresponding income tax benefit, which
is recorded in Income tax (benefit) expense on the Consolidated Statements of Operations are presented in the following
table (in thousands):
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For the
year ended
December 31,

2013
Stock award compensation expense $ 33,067
Income tax benefit 11,573

The following table summarizes restricted awards activity for the six months ended December 31, 2013 (awards
in thousands):

Restricted Stock Units

Weighted-
Average
Number of Grant date
Units Fair Value
July 1, 2013

Conversion of outstanding Knight RSUs 3,251 § 11.22
Granted 6,050 10.57
Vested (391) 11.89
Forfeited (490) 11.40
Outstanding at December 31, 2013 8,420 $ 10.71

There is $67.3 million of unamortized compensation related to the unvested restricted awards outstanding at
December 31, 2013. The cost of these unvested restricted shares is expected to be recognized over a weighted average
life of 2.2 years.

Stock Options and Stock Appreciation Rights

The Company’s policy is to grant options for the purchase of shares of KCG Class A Common Stock and SARs
to purchase or receive the cash value of shares of KCG Class A Common Stock, in each case with an exercise price
not less than the market value of KCG Class A Common Stock on the grant date. Options and SARs generally vest
ratably over a three year period and expire on the fifth or tenth anniversary of the grant date, pursuant to the terms of
the applicable award agreement. Options and SARs continue to vest following certain termination circumstances, in
accordance with the applicable award agreements. Options and SARs are otherwise canceled if employment is
terminated before the end of the relevant vesting period. The Company’s policy is to issue new shares upon option
exercises by its employees and directors. The Company may issue new shares or provide a cash payment upon SARs
exercises by its employees.

The fair value of each option and SAR granted is estimated as of its respective grant date using the Black-Scholes
option-pricing model. Stock options and SARs are granted with exercise prices equal to or greater than the market
value of the Company’s common stock at the date of grant as defined by the stock plans. The principal assumptions
utilized in valuing options and SARs and the methodology for estimating such model inputs include: 1) risk-free interest
rate—estimate is based on the yield of U.S. zero coupon securities with a maturity equal to the expected life of the
option or SAR; 2) expected volatility—estimate is based on several factors including implied volatility of market-traded
options on the Company’s common stock on the grant date and the volatility of the Company’s common stock; and 3)
expected option or SAR life—estimate is based on internal studies of historical experience and projected exercise
behavior based on different employee groups and specific option and SAR characteristics, including the effect of
employee terminations. Based on the results of the model, the weighted-average fair value of the stock options granted
in 2013 was $3.15 per option. There were no stock options granted in 2012 or 2011.
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The weighted average assumptions used for stock options granted were as follows:

Dividend yield
Expected volatility
Risk-free interest rate
Expected life (in years)

2013

—%

35.0%

1.0%
3.5

Compensation expense from continuing operations relating to stock options and SARs, all of which was recorded
in Employee compensation and benefits, as well as the corresponding income tax benefit, which is recorded in Income
tax benefit on the Consolidated Statements of Operations are as follows (in thousands):

Stock option and SAR compensation expense
Income tax benefit

For the
year ended
December 31,

2013

$ 1,813
635

The following table summarizes stock option and SAR activity and stock options exercisable for the six months

ended December 31, 2013 (awards in thousands):

Weighted- Weighted-
Number of Average Aggregate Average
Stock Exercise Intrinsic Remaining
Awards Price Value Life (years)
July 1, 2013 — $ —
Conversion of outstanding Knight options 782 41.25
Granted at market value " 4,323 15.19
Exercised — —
Forfeited or expired (138) 45.32
Outstanding at December 31, 2013 (" 4,967 $ 18.45 $ 3,621 4.23
Exercisable at December 31, 2013 644 $ 40.37 $ — 2.23
Available for future grants at December 31, 2013 * 19,160

* Represents both options and awards available for grant.
™ Includes 1.7 million of SARs.

Options Outstanding

Options Exercisable

Weighted-
Average Weighted- Weighted-
Remaining Average Number Average
Outstanding Contractual Exercise Exercisable Exercise
Range of Exercise Prices at 12/3113 Life Price at 12/31113 Price
$8.24 - $8.24 833 461 $ 8.24 — 5 —
$8.25- $8.25 91 4.64 8.25 — —
$11.65- $11.65 1,700 4.51 11.65 — —
$22.50 - $22.50 1,700 4.51 22.50 — —
$23.70 - $53.91 640 2.23 40.28 640 40.28
$58.08 - $58.08 3 3.01 58.08 3 58.08
4,967 423 § 18.45 643 $ 40.37
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The aggregate intrinsic value is the amount by which the closing price of the Company’s common stock exceeds
the exercise price of the stock options multiplied by the number of shares. There were no stock options exercised
during the year ended December 31, 2013.

There is $7.0 million unamortized compensation related to unvested stock options and SARs outstanding at
December 31, 2013. The cost of these unvested awards is expected to be recognized over a weighted average life of
1.9 years.

Incentive units

Prior to the Mergers, GETCO awarded deferred compensation to its employees in the form of incentive units that
generally vest over time. The value of these incentive units was determined based on the same methodology used to
value the GETCO Class B unit awards and the amount expensed was determined based on this valuation multiplied
by the percent vested. In connection with the Mergers, all outstanding unvested incentive units vested and were
converted into units based on the applicable exchange ratio of GETCO units to KCG Class A Common Stock. The
units are marked to the current stock price of KCG Class A Common Stock at the end of each period with the resulting
change in the liability reflected as either an expense or gain included in Employee compensation and benefits. Given
that the units vested in connection with the Mergers, the Company fully amortized the units as of June 30, 2013. The
accelerated amortization of incentive units recorded during the year ended December 31, 2013 was $1.3 million.
Deferred compensation payable at December 31, 2013 and December 31, 2012 related to incentive units was $3.8
million and $3.5 million, respectively, and is included in Accrued compensation expense on the Consolidated Statements
of Financial Condition.

The following is a summary of the changes in the incentive units for the year ended December 31, 2013 (units in
thousands):

Vested Unvested
Incentive units at January 1, 2013 24 45
Issued 1 12
Vested 53 (53)
Exercised (28) —
Canceled (1) (4)
Incentive units at December 31, 2013 49 —

Class B units

Prior to the Mergers, GETCO granted membership unit awards to employees in the form of Class B units. The
Class B units were valued at the date of grant based on the estimated enterprise value of GETCO. Prior to 2012, these
non-voting units vested in full three years from the grant date, provided certain conditions of employment and
performance were met by the employee. In 2012, GETCO changed the vesting of units granted in 2012 to annual
vesting of one-third of the units over a three year period. Upon termination of employment, GETCO had the option to
repurchase all or a portion of the units granted within six months. The purchase price for the unvested units was
determined as a percentage of grant date fair value. GETCO classified these unit awards as equity as the employees
received full membership rights with respect to allocation of income and participation in member distributions. In
connection with the Mergers, all outstanding unvested Class B units vested on June 25, 2013. The accelerated
amortization of Class B units recorded during the year ended December 31, 2013 was $9.4 million.

The following is a schedule of the changes in GETCO's unvested Class B units (units in thousands):

Weighted
Average Grant
Units Price
Unvested as of January 1, 2013 417 $ 89.99
Issued 58 73.54
Vested (438) 87.86
Forfeited (37) 89.28

Unvested as of December 31, 2013 —
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Class E units

In 2012, GETCO also granted employees profit interests in the form of Class E units. Prior to 2012, Class E units
primarily vested in full three years from the grant date. For units granted in 2012, GETCO changed the vesting of Class
E units to an annual vesting of one-third of the units over the three year period and provided GETCO an option to
repurchase the units at the end of 5 years. Class E units allowed for future appreciation in excess of the GETCO's
value over a certain strike price per unit and allocation of income once the units are vested. Upon the departure of an
employee, the Class E units were forfeited whether vested or not, and if vested, the cash value of the Class E units
above their strike price was paid to the employee. GETCO classified these unit awards as equity. In connection with
the Mergers all outstanding unvested Class E units vested on June 25, 2013 and were canceled for no consideration.
The accelerated amortization of the Class E units recorded during the year ended December 31, 2013 was $3.5 million,
respectively.

The following is a schedule of the changes in GETCO's unvested Class E units (units in thousands):

Weighted
Average Grant
Units Price
Unvested as of December 31, 2012 476 $ 36.78
Issued — —
Vested (442) 37.24
Forfeited (34) 30.89

Unvested as of December 31, 2013 —

Compensation expense (benefit) related to the Class B, Class E and Incentive units, all of which are recorded
within Employee compensation and benefits on the Consolidated Statements of Operations are as follows (in
thousands):

For the year ended December 31,

2013 2012 2011
Class B and E units $ 19,860 $ 12,320 $ 40,466
Incentive units 2,446 1,264 858
Total $ 22,306 $ 13,584 $ 41,324

15. Employee Benefit Plan

The Company sponsors a 401(k) profit sharing plan (the “401(k) Plan”) in which most of its employees are eligible
to participate. Under the terms of the 401(k) Plan, the Company is required to make annual contributions to the 401
(k) Plan equal to 100% of the contributions made by its employees, up to annual limits, however for 2013, such provisions
only applied to Knight employees. The total expense recognized with respect to the 401 (k) Plan is included in Employee
compensation and benefits on the Consolidated Statements of Operations, as follows (in thousands):

For the year ended December 31, 2013 $ 2,959

16. Income Taxes

Upon completion of the Mergers, the Company became subject to U.S. corporate income taxes and the Company
and its subsidiaries will file a consolidated federal income tax return as well as combined state income tax returns in
certain jurisdictions. In other jurisdictions, the Company and its subsidiaries will file separate company state and local
income tax returns.

Prior to the Mergers, GETCO and the majority of its subsidiaries were treated as partnerships or disregarded
entities for U.S. income tax purposes and, accordingly, were not subject to federal income taxes. Instead, former
GETCO members were liable for federal income taxes on their proportionate share of taxable income; however, certain
subsidiaries were subject to corporate income taxes related to the taxable income generated by their operations.
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As described in Footnote 2 “Merger of GETCO and Knight”, following the Mergers the Company recorded $62.3

million of deferred tax assets as a result of recording Knight's assets and liabilities under the purchase method of
accounting as well as recording the value of Knight's NOLs and tax credit carryforwards as described below.

As a result of the Company becoming subject to U.S. corporate income taxes, the Company also recorded a
nonrecurring $103.5 million deferred tax benefit and corresponding deferred tax asset relating to GETCO's existing
tax attributes. This deferred tax asset primarily relates to differences between GETCO’s book and tax bases in its
intangible assets and its strategic investments.

The (benefit) provision for income taxes from continuing operations consists of (in thousands):

For the years ended December 31,

2013 2012 2011
Current:
U.S. federal $ (194) $ (627) $ 2,047
U.S. state and local 2,902 618 1,218
Non U.S. 3,773 8,708 29,910
$ 6,481 $ 8,699 $ 33,175
Deferred:
U.S. federal $ (108,077) 1,771 (949)
U.S. state and local — 1,046 (263)
Non U.S. (599) (1,240) (1,122)
$ (108,676) $ 1,577 $ (2,334)
Provision (benefit) for income taxes $ (102,195) $ 10,276 $ 30,841

The following table reconciles the U.S. federal statutory income tax to the Company's actual income tax from
continuing operations (in thousands):

For the years ended December 31,

2013 2012 2011
U.S. federal statutory income tax (benefit) expense $ 6,235 §$ 9,249 §$ 67,739
Income not subject to U.S. corporate income tax (14,071) (7,095) (65,718)
U.S. state and local income taxes, net of U.S. federal income
tax effect 1,886 772 478
Deferred tax benefit resulting from the Company becoming
subject to U.S. corporate income taxes (103,499) — —
Nondeductible expenses ") 3,627 200 133
Foreign taxes 3,603 7,468 29,118
Other, net 24 (318) (909)
Income tax (benefit) expense $ (102,195) $ 10,276 $ 30,841

™ Nondeductible expenses include nondeductible compensation and meals and entertainment.

Deferred income taxes reflect the net tax effects of temporary differences between the financial reporting and tax
bases of assets and liabilities and are measured using the enacted tax rates and laws that will be in effect when such
differences are expected to reverse. Valuation allowances recorded on the balance sheet dates are necessary in cases
where management believes that it is more likely than not that some portion or all of the deferred tax assets will not
be realized.
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For the years ended
December 31,

2013 2012

Deferred tax assets:

Employee compensation and benefit plans $ 16,629 $ 527
Fixed assets and other amortizable assets 90,130 3,742
Reserves 4,362 —
Valuation of investments 31,154 —
Net operating loss carryforwards, net 125,728 1,041
Less: Valuation allowance on net operating loss carryforwards (36,043) —
Total deferred tax assets $ 231,960 $ 5,310
Deferred tax liabilities

Employee compensation and benefit plans $ — S 502
Fixed assets and other amortizable assets 29,077 2,558
Valuation of investments 10,414 1,831
Reduction in foreign tax credit for Non-U.S. NOL carryforwards 18,885 —
Total deferred tax liabilities 58,376 4,891
Net deferred tax assets $ 173,584 $ 419

At December 31, 2013, the Company’s net deferred tax asset of $173.6 million was included in Deferred tax
asset, net on the Consolidated Statements of Financial Condition. At December 31, 2012, the Company’s net deferred
tax asset of $0.4 million was reported on the Consolidated Statements of Financial Condition as a deferred tax asset
of $4.2 million and a liability within Accrued expenses and other liabilities of $3.8 million.

Based on the weight of the positive and negative evidence considered, management believes that it is more likely
than not that the Company will be able to realize its federal deferred tax assets in the future, and therefore no valuation
allowance has been recorded at December 31, 2013. Management believes that positive evidence including the
Company's history of sustainable profitability and its forecasts of future profitability outweighs the negative evidence.
The Company has recorded a full valuation allowance against state and local deferred tax assets as it is more likely
than not that the benefit of such items will not be realized due to limitations on utilization in the particular jurisdictions
in which the Company operates.

Included in the Company’s deferred tax assets are benefits associated with NOL carryforwards generated by
Knight in periods prior to the Mergers. At December 31, 2013, the Company had projected overall U.S. federal NOL
carryforwards of $194.5 million of which $89.0 million resulted from the acquisition of Knight. The Company recorded
a related deferred income tax asset for $68.1 million and an offsetting valuation allowance of $6.8 million at December
31, 2013, which represents the portion of these net operating loss carryforwards that are considered more likely than
not to expire unutilized. The Company did not have any NOLs or related deferred tax assets at December 31, 2012.

In accordance with Section 382 of the Internal Revenue Code, a change in equity ownership of greater than 50%
of a corporation within a three-year period results in an annual limitation on the corporation’s ability to utilize its NOL
carryforwards that were created during tax periods prior to the change in ownership. As a result of the Mergers as well
as prior ownership changes, Knight experienced ownership changes under Section 382 and as a result, the rate of
utilization of NOL carryforwards generated by Knight may be limited. The Company does not believe these limitations
will have a significant effect on the Company's ability to utilize its anticipated federal NOL carryforward. The Company's
U.S. federal NOL carryforwards will begin to expire in 2019.

At December 31, 2013 the Company recorded a valuation allowance for substantially all of its state and local NOL
carryforwards as itis more likely than not that the benefit of such items will not be realized due to limitations on utilization
in the particular jurisdictions in which the Company operates. Certain of these carryforwards are subject to annual
limitations on utilization and they will begin to expire in 2019.
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At December 31, 2013, the Company had non-U.S. NOL carryforwards of $86.4 million of which $65.7 million
were generated by Knight in periods prior to the Mergers. The Company recorded a foreign deferred income tax asset
of $19.1 million for these NOL carryforwards as of December 31, 2013, along with an offsetting U.S. federal deferred
tax liability of $18.9 million for the expected future reduction in U.S. foreign tax credits associated with the use of the
non U.S. loss carryforwards. These non-U.S. net operating losses may be carried forward indefinitely. At December
31, 2013 the Company had tax credit carryforwards which were generated by Knight in periods prior to the Mergers,
general business credit carryforwards of $2.5 million and alternative minimum tax credit carryforwards $6.8 million.

At December 31, 2013, the Company had $1.5 million of unrecognized tax benefits, all of which would affect the
Company's effective tax rate if recognized. The Company had no such unrecognized tax benefits at December 31,
2012 or December 31, 2011.

The following table reconciles the beginning and ending amount of unrecognized tax benefits (in thousands):

For the year

ended
December 31,

2013
Balance at beginning of period $ —
Increases based on tax positions related to prior periods " 1,464
Decreases based on tax positions related to prior periods —
Decreases related to settlements with taxing authorities —
Balance at the end of the period $ 1,464

M Increases relate to unrecognized tax benefits that inure to the Company as a result of the Mergers.

As of December 31, 2013, the Company is subject to U.S. Federal income tax examinations for the tax years
2009 through 2012, and to non U.S. income tax examinations for the tax years 2007 through 2012. In addition, the
Company is subject to state and local income tax examinations in various jurisdictions for the tax years 2007 through
2012. The final outcome of these examinations is not yet determinable. However, the Company anticipates that
adjustments to the unrecognized tax benefits, if any, will not result in a material change to the results of operations or
financial condition.

The Company's policy for recording interest and penalties associated with audits is to record such items as a
component of income or loss from continuing operations before income taxes. Penalties, if any, are recorded in Other
expenses and interest paid or received is recorded in Interest expense and Interest, net, on the Consolidated Statements
of Operations.

99



KCG HOLDINGS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - Continued

17. Accumulated Other Comprehensive Income

The following table presents changes in Accumulated other comprehensive income, net of tax by component for
the years ended December 31, 2012 and 2013 (in thousands):

Unrealized
Gains
(Losses) on Foreign
Available-for- Currency
Sale Translation
Securities Adjustments Total
Balance January 1, 2012 $ — 9 — 9 —
Other comprehensive income (loss) 114,319 — 114,319
Balance December 31, 2012 114,319 — 114,319
Other comprehensive income (loss) 13,689 1,365 15,054
Reclassification of gain on investment in Knight Common
Stock!" (127,972) — (127,972)
Net current-period other comprehensive loss (114,283) 1,365 (112,918)
Balance December 31, 2013 $ 36 % 1,365 $ 1,401

M As a result of the Mergers, the Company recorded a non-cash gain of $128.0 million on its investment in Knight
Common Stock, which it recognized within Investment income and other, net on the Consolidated Statements of
Operations for the year ended December 31, 2013 and reversed any previous unrealized gains out of Other
comprehensive income.

18. Writedowns and Other Charges
Writedown of capitalized deal costs

During the fourth quarter of 2013, the Company made a $300.0 million principal repayments related under the
Credit Agreement. As a result, $13.2 million of capitalized deal costs were accelerated.

Writedown of assets

For the year ended 2013, the Company recorded $7.7 million in writedown of assets primarily related to leasehold
improvements and office furniture in the London and Chicago office locations.

Lease loss accrual

For the year ended 2013, the Company recorded a $7.1 million lease loss accrual primarily related to the
consolidation of office space in the London and Chicago.

19. Earnings Per Share

Basic earnings or loss per common share (“EPS”) has been calculated by dividing net income from continuing
operations by the weighted average shares of KCG Class A Common Stock outstanding during each respective period.
Diluted EPS reflects the potential reduction in EPS using the treasury stock method to reflect the impact of common
stock equivalents if stock options, SARs and warrants were exercised and restricted awards were to vest.

The number of such options, warrants and SARs excluded was approximately 29.1 million for the year ended
December 31, 2013. The computation of diluted shares can vary among periods due in part to the change in the
average price of KCG Class A Common Stock.
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The following is a reconciliation of the numerators and denominators of the basic and diluted earnings per share
computations from continuing operations for the years ended December 31, 2012 and 2011 (in thousands):

For the year ended December 31,

2013 2012 2011
Numerator/ Denominator Numerator/ Denominator Numerator/ Denominator
/ net / net /

net income shares income shares income shares
Income from continuing operations and
shares used in basic calculations $ 120,008 80,143 $ 16,151 48,970 162,700 50,688
Effect of dilutive stock based awards 872 — —
Income from continuing operations and
shares used in diluted calculations $ 120,008 81,015 $ 16,151 48,970 162,700 50,688
(Loss) income from continuing operations
allocated to preferred and participating units  $ (21,565) $ 1,092 $ 12,510
Income from continuing operations
attributable to common shareholders $ 141,573 $ 15,059 $ 150,190
Basic earnings per common share from
continuing operations $ 1.77 $ 0.31 $ 2.96
Diluted earnings per common share from
continuing operations $ 1.75 $ 0.31 $ 2.96

Prior to the Mergers, GETCO units comprised preferred and common units, and net income was allocated among
the various classes of units based upon participation rights in undistributed earnings. The number of shares used to
calculate EPS for 2012 and 2011 are GETCO units converted into KCG shares using an exchange ratio as detailed
in the Merger Agreement.

20. Significant Clients

The Company considers significant clients to be those clients who account for 10% or more of the total U.S.
equity dollar value traded by the Company. No clients accounted for more than 10% of the Company’s U.S. equity
dollar value traded for the years ended December 31, 2013, 2012 or 2011.

21. Commitments and Contingent Liabilities
Legal Proceedings

In the ordinary course of business, the nature of the Company’s business subjects it to claims, lawsuits, regulatory
examinations and other proceedings. The Company and its subsidiaries are subject to several of these matters at the
present time. Given the inherent difficulty of predicting the outcome of the litigation and regulatory matters, particularly
in cases or proceedings in which substantial or indeterminate damages or fines are sought, or where cases or
proceedings are in the early stages, the Company cannot estimate losses or ranges of losses for cases or proceedings
where there is only a reasonable possibility that a loss may be incurred. In addition, there are numerous factors that
result in a greater degree of complexity in class-action lawsuits as compared to other types of litigation. Due to the
many intricacies involved in class-action lawsuits particularly in the early stages of such matters, obtaining clarity on
a reasonable estimate is difficult which may call into question its reliability. There can be no assurance that these
matters will not have a material adverse effect on the Company’s results of operations in any future period, and a
material judgment could have a material adverse impact on the Company’s financial condition and results of operations.
However, it is the opinion of management, after consultation with legal counsel that, based on information currently
available, the ultimate outcome of these ordinary matters will not have a material adverse impact on the business,
financial condition or operating results of the Company although they might be material to the operating results for any
particular reporting period, depending, in part, upon operating results for that period. The Company, Knightand GETCO
carry directors and officers liability insurance coverage for potential claims, including securities actions, against the
Company, Knight and GETCO and their respective directors and officers.

As previously disclosed in Knight's public filings, Knight experienced a technology issue at the open of trading at
the NYSE on August 1, 2012. This issue was related to the installation of trading software and resulted in KCA sending
numerous erroneous orders in NYSE-listed and NYSE Arca securities into the market. Knight has since been named
as a defendant in two putative class action complaints (one of which was voluntarily dismissed) and one derivative
lawsuit, all of which relate to the technology issue. Knight has also received several derivative demand letters and/or
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requests for the inspection or production of certain books and records pursuant to Delaware law related to the technology
issue and the raising of $400.0 million in equity financing through a convertible preferred stock offering to certain
investors (the "August 6, 2012 recapitalization").

After the announcement on December 19, 2012 of the signing of the Merger Agreement, Knight, GETCO, GA-
GTCO, as well as the individual members of the Knight's Board of Directors prior to the Mergers (the “Individual
Defendants”), were named as defendants in several lawsuits brought by certain purported Knight stockholders
challenging the proposed Mergers. The lawsuits generally allege, among other things, that the Mergers failed to properly
value Knight, that the Individual Defendants breached their fiduciary duties in approving the Merger Agreement and
that those breaches were aided and abetted by GETCO and GA-GTCO. The lawsuits, among other things, seek to
enjoin the defendants from completing the Mergers on the agreed-upon terms, rescission of the Mergers (to the extent
the Mergers have already been consummated), monetary relief and attorneys' fees and costs.

While the Company is currently unable to predict the outcome of any existing or future litigation related to the
August 1 technology issue, the August 6, 2012 recapitalization, or the Mergers, an unfavorable outcome in one or more
of these matters could have a material adverse effect on its financial condition or ongoing results of operations. In
addition, the Company expects to incur additional expenses in defending against such litigation.

Legal
Litigation Related to the August 1, 2012 Technology Issue

On October 26, 2012, Knight, its Chairman and Chief Executive Officer, Thomas M. Joyce, and its Executive Vice
President, Chief Operating Officer and Chief Financial Officer, Steven Bisgay, were named as defendants in an action
entitled Fernandez v. Knight Capital Group, Inc. in the U.S. District Court for the District of New Jersey. Generally, this
putative class action complaint alleged that the defendants made material misstatements and/or failed to disclose
matters related to the events of August 1, 2012. The plaintiff asserted claims under Sections 10(b) and 20 and Rule
10b-5 of the federal securities laws, claiming that he and a purported class of Knight's stockholders who purchased
Knight's Class A Common Stock between January 19, 2012 and August 1, 2012 paid an inflated price. Following the
appointment of a lead plaintiff and counsel, the plaintiff filed an amended complaint on March 14, 2013, alleging
generally that the defendants made material misstatements and/or failed to disclose matters related to the events of
August 1, 2012. The plaintiff asserted claims under Sections 10(b) and 20 and Rule 10b-5 of the federal securities
laws, claiming that it and a purported class of Knight's stockholders who purchased Knight's securities between
November 30, 2011 and August 1, 2012 paid an inflated price. On May 13, 2013, Knight filed a motion to dismiss the
amended complaint, which was fully briefed as of August 2013. Before the court rendered a decision on the motion to
dismiss, the plaintiff filed a second amended complaint on December 20, 2013, alleging generally that the defendants
made material misstatements and/or failed to disclose matters related to the events of August 1, 2012. More specifically,
the plaintiff referred to the settlement with the SEC (discussed further below) and alleged that the defendants made
false and misleading statements concerning Knight's risk management procedures and protocols, available cash and
liquidity, Value at Risk and internal controls over financial reporting. The plaintiff asserted claims under Sections 10
(b) and 20 and Rule 10b-5 of the federal securities laws, claiming that it and a purported class of Knight's stockholders
who purchased Knight's securities between May 10, 2011 and August 1, 2012 paid an inflated price. The defendants
filed a motion to dismiss the second amended complaint on February 18, 2014, and the motion is scheduled to be fully
briefed by June 5, 2014.

As noted above, Knight received several demand letters requesting that it commence a lawsuit against certain
directors and officers for alleged breaches of fiduciary duties, waste, wrongdoing, mismanagement and/or demanding
that it produce certain books and records pursuant to Delaware law concerning the technology issue and the August
6, 2012 recapitalization. The Company responded to each of these demand letters and, except as noted below in the
New York litigation, none of these letters has resulted in litigation.

Mergers Litigation

Delaware Litigation. On December 28, 2012, a purported stockholder class action complaint was filed in the
Court of Chancery of the State of Delaware, captioned Ann Jimenez McMillan v. Thomas M. Joyce, et al., Case No.
8163-VCP. The complaint names as defendants Knight, the Individual Defendants, GETCO, and GA-GTCO, LLC. The
complaint generally alleges, among other things, that the Individual Defendants violated their fiduciary duties by
accepting an inadequate merger price, approving the transaction despite material conflicts of interest, and agreeing
to a number of improper deal protection devices and voting agreements, which allegedly make it less likely that other
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bidders would make successful competing offers for Knight. The complaint also alleges that Knight, GETCO, and GA-
GTCO, LLC aided and abetted these purported breaches of fiduciary duties. The relief sought includes, among other
things, an injunction prohibiting consummation of the Mergers, rescission of the Mergers (to the extent the Mergers
have already been consummated), and attorneys' fees and costs. On December 28, 2012, a purported stockholder
class action complaint was filed in the Court of Chancery of the State of Delaware, captioned Chrislaine Dominique v.
Thomas M. Joyce, et al., Case No. 8159-VCP. The complaint names as defendants Knight, the Individual Defendants,
GETCO, and GA-GTCO, LLC. The complaint generally alleges, among other things, that the Individual Defendants
violated their fiduciary duties by accepting an inadequate merger price, approving the transaction despite material
conflicts of interest, including that they were appointed by an investor group that included GETCO, and agreeing to a
number ofimproper deal protection devices, which allegedly make it less likely that other bidders would make successful
competing offers for Knight. The complaint also alleges that Knight and GETCO aided and abetted these purported
breaches of fiduciary duties. The relief sought includes, among other things, an injunction prohibiting consummation
of the Mergers, rescission of the Mergers (to the extent the Mergers have already been consummated), and attorneys'
fees and costs. On January 31, 2013, the Court of Chancery consolidated for all purposes the McMillan and Dominique
actions into a single action captioned In re Knight Capital Group, Inc. Shareholder Litigation, C.A. No. 8159-VCP. On
March 5, 2013, the co-lead plaintiffs in the Delaware Consolidated Action filed an amended complaint and motions for
expedited discovery and a preliminary injunction. In addition to the allegations in the initial complaints, the Delaware
amended complaint contains allegations that the Knight Board of Directors breached its fiduciary duties by providing
stockholders with allegedly deficient disclosures about the proposed transaction in the Company's Preliminary Form
S-4, filed with the SEC on February 13, 2013 (the “Preliminary Proxy”).

New Jersey Litigation. On December 31, 2012, a purported stockholder class action complaint was filed in the
Superior Court of New Jersey, Chancery Division of Hudson County, NJ, captioned Charles Bryan v. Knight Capital,
et al., Case No. HUD-C-001-13. The complaint names as defendants Knight, the Individual Defendants, Jefferies &
Company, Inc., Jefferies High Yield Trading, LLC, TD Ameritrade Holding Corp., Blackstone Capital Partners VI L.P,,
Blackstone Family Investment Partnership VI-ESC L.P., Blackstone Family Investment Partnership VI L.P., Stephens
Investments Holdings LLC, Stifel Financial Corp., GETCO Strategic Investments, LLC, GETCO Holding Company
LLC, and GA-GTCO, LLC. The complaint generally alleges that the Individual Defendants breached their fiduciary
duties by accepting an inadequate merger price, agreeing to a number of improper deal protection devices and voting
agreements, which allegedly make it less likely that other bidders would make successful competing offers for Knight
and approving the transaction despite material conflicts of interest, including that they were appointed by an investor
group that included GETCO. The complaint further alleges that the entity defendants (except for Knight and GA-GTCO,
LLC) breached alleged fiduciary duties in connection with the Individual Defendants' approval of the Mergers. The
complaint also alleges that GETCO and GA-GTCO, LLC aided and abetted the Individual Defendants' purported
breaches of fiduciary duty. The relief sought includes, among other things, an injunction prohibiting the consummation
of the Mergers, rescission of the Mergers (to the extent the Mergers have already been consummated), and attorneys'
fees and costs.

On December 31, 2012, a purported stockholder class action complaint was filed in the Superior Court of New
Jersey, Chancery Division of Hudson County, NJ, captioned James Ward v. Knight Capital, et al., Case No. HUD-
C-0003-13. The complaint names as defendants Knight, the Individual Defendants, Jefferies & Company, Inc., Jefferies
High Yield Trading, LLC, TD Ameritrade Holding Corp., Blackstone Capital Partners VI L.P., Blackstone Family
Investment Partnership VI-ESC L.P., Blackstone Family Investment Partnership VIL.P., Stephens Investments Holdings
LLC, Stifel Financial Corp., GETCO Strategic Investments, LLC, GETCO Holding Company LLC, and GA-GTCO, LLC.
The complaint generally alleges that the Individual Defendants breached their fiduciary duties by accepting an
inadequate merger price, agreeing to a number of improper deal protection devices and voting agreements, which
allegedly make it less likely that other bidders would make successful competing offers for Knight and approving the
transaction despite material conflicts of interest, including that they were appointed by an investor group that included
GETCO. The complaint further alleges that the entity defendants (except for Knight and GA-GTCO, LLC) breached
alleged fiduciary duties in connection with the Individual Defendants' approval of the Mergers. The complaint also
alleges that GETCO and GA-GTCO, LLC aided and abetted the Individual Defendants' purported breaches of fiduciary
duty. The relief sought includes, among other things, an injunction prohibiting the consummation of the Mergers,
rescission of the Mergers (to the extent the Mergers have already been consummated), and attorneys' fees and costs.
On February 20, 2013, Knight moved to dismiss or, in the alternative, stay the New Jersey actions in deference to the
first-filed Delaware actions. The New Jersey court granted the motion on March 28, 2013, and ordered that the New
Jersey actions be stayed for all purposes in deference to the first-filed Delaware actions.
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New York Litigation. On January 15, 2013, Knight, the Individual Defendants, GETCO, GA-GTCO, LLC and
General Atlantic were named as defendants in an action entitled Joel Rosenfeld v. Thomas M. Joyce, et al., Case No.
6540147/2013, in the Supreme Court of the State of New York (New York County). The plaintiff, Joel Rosenfeld, is one
of the stockholders mentioned above who previously sent Knight a derivative demand letter. Generally, this complaint
asserts both derivative and class action claims. First, it purports to assert derivative claims, which allege, among other
things, that the seven Knight directors who were serving as of August 1, 2012 breached their fiduciary duties and
wasted corporate assets by failing to erect and oversee effective safeguards to prevent against technology issues,
such as the one that occurred on August 1, 2012, for which Knight incurred a realized pre-tax loss of approximately
$457.6 million. Second, it asserts putative class action claims resulting from the proposed Mergers for (1) breach of
fiduciary duty against the Individual Defendants; and (2) aiding and abetting the purported breach of fiduciary duty
against GETCO, GA-GTCO, LLC, and General Atlantic. The complaint generally alleges that the Individual Defendants
breached their fiduciary duties by approving the Mergers at an inadequate price, agreeing to a number of improper
deal protection devices and voting agreements, which allegedly make it less likely that other bidders would make
successful competing offers for Knight, and that certain of Knight's directors have conflicts of interest in connection
with the transaction, including that certain directors sought to enter into the transaction to avoid potential liability relating
to the derivative claims asserted in the complaint. With respect to the merger claims, the plaintiff seeks, among other
things, to enjoin the proposed Mergers, rescission of the proposed Mergers (to the extent they have already been
consummated) and attorneys' fees. With respect to the derivative claims, the plaintiff seeks, among other things, an
order requiring the Knight directors who were serving as of August 1, 2012 to pay restitution and/or compensatory
damages in favor of Knight and/or the proposed class of Knight stockholders. On March 14, 2013, the plaintiff filed an
amended complaint, which, in addition to the allegations in the initial complaint, contains allegations that the Knight
Board of Directors breached its fiduciary duties by providing stockholders with allegedly deficient disclosures about
the proposed transaction in the Preliminary Proxy. On March 21, 2013, the plaintiff moved by order to show cause for
expedited discovery in support of his claims. The New York court issued an order on March 25, 2013, setting a hearing
on the plaintiff's motion for April 4, 2013. On March 28, 2013, the parties in the New York action reached an agreement
with respect to the matters raised in the plaintiff's motion and other aspects of the action, and as a result, on March
29, 2013, the plaintiff withdrew his motion for expedited discovery. On April 9, 2013, the New York court granted
permission for the plaintiff to withdraw his motion.

OnJune 10, 2013, the defendants entered into a memorandum of understanding with the plaintiffs in the Delaware
shareholder actions and New York shareholder action regarding the settlement of those actions. In connection with
the settlement, Knight and GETCO agreed to make supplemental disclosures to the joint proxy statement/prospectus
filed with the SEC on May 28, 2013 (the “Proxy Statement”). In addition, Knight and GETCO agreed to make certain
revisions to Knight's risk committee charter, as well as to KCG's risk committee charter.

The memorandum of understanding contemplates that the parties will enter into a stipulation of settlement. The
stipulation of settlement will be subject to customary conditions, including court approval following notice to Knight's
former stockholders. In the event that the parties enter into a stipulation of settlement, a hearing will be scheduled at
which the Delaware Court of Chancery will consider the fairness, reasonableness and adequacy of the settlement. If
the settlement is finally approved by the court, it will resolve and release all claims that were brought or could have
been brought in the Delaware, New York, and New Jersey shareholder actions, including claims challenging any aspect
of the Mergers, the Merger Agreement, or any disclosure made in connection therewith, pursuant to terms that will be
disclosed to Knight's former stockholders prior to final approval of the settlement. In addition, in connection with the
settlement, the parties contemplate that plaintiffs' counsel will file a petition in the Delaware Court of Chancery for an
award of attorneys' fees and expenses to be paid by KCG. There can be no assurance that the parties will enter into
a stipulation of settlement, or that the court will approve any proposed settlement. In such event, the proposed settlement
as contemplated by the memorandum of understanding may be terminated.

The settlement is not, and should not be construed as, an admission of wrongdoing or liability by any of the
defendants. The defendants continue to believe that the shareholder actions challenging the Mergers are without merit
and vigorously deny the allegations that Knight's directors breached their fiduciary duties. Likewise, defendants do not
believe that any disclosures regarding the Mergers are required under applicable laws other than that which have
already been provided in the Proxy Statement. Nonetheless, the defendants entered into the memorandum of
understanding to avoid the risk of the putative stockholder class action delaying or adversely affecting the Mergers, to
minimize the substantial expense, burden, distraction and inconvenience of continued litigation and to fully and finally
resolve the claims in the shareholder actions.
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Regulatory

On or about August 9, 2012, the SEC began an examination of KCA's compliance with SEC Rule 15¢3-5 (the
“Market Access Rule”) and other rules and regulations as they relate to the August 1, 2012 technology issue. The SEC
issued a formal order of investigation concerning Knight and KCA on August 29, 2012.

On October 16, 2013, KCA reached a settlement with the SEC. KCA, without admitting or denying the findings,
consented to the issuance of an administrative order relating to controls and procedures required by Section 15(c)(3)
of the Securities Exchange Act of 1934 and SEC Rule 15¢3-5 (the “Market Access Rule”), and Rules 200(g) and 203
(b) of Regulation SHO (the “Short Sale Rules”). Under the terms of the settlement, KCA was censured, paid a civil
penalty in the sum of $12.0 million and is required to cease and desist from committing future violations of the Market
Access Rule and the Short Sale Rules. KCA was also required to retain an independent consultant to conduct a
comprehensive review of KCA's compliance with the Market Access Rule. The settlement resolved the SEC’s
investigation relating to the August 1, 2012 technology issue. The full amount of this settlement had been accrued on
Knight's July 1, 2013 balance sheet acquired by the Company.

Other Legal and Regulatory Matters

We own subsidiaries including regulated entities that are subject to extensive oversight under federal, state and
applicable international laws as well as SRO rules. Changes in market structure and the need to remain competitive
require constant changes to our systems and order handling procedures. We make these changes while continuously
endeavoring to comply with many complex laws and rules. Compliance, surveillance and trading issues common in
the securities industry are monitored by, reported to, and/or reviewed in the ordinary course of business by our regulators
in the U.S. and abroad. As a major order flow execution destination, we are named from time to time in, or are asked
to respond to a number of regulatory matters brought by U.S. regulators, foreign regulators and SROs that arise from
our business activities. We are currently the subject of various regulatory reviews and investigations. In some instances,
these matters may rise to a disciplinary action and/or civil or administrative action.

In the second quarter of 2012, Knight recorded pre-tax trading losses of $35.4 million related to the Facebook
IPO. On August 1, 2012 Nasdaq’s proposed voluntary accommodation program (the “Accommodation Program”) was
published in the Federal Register by the SEC. The Accommodation Program creates a fund for voluntary
accommodations for qualifying Nasdag members disadvantaged by problems that arose during the Facebook IPO.
Under the Accommodation Program as proposed by Nasdaq, Knight would recover a portion of its pre-tax trading
losses. The Accommodation Program was approved by the SEC on March 22, 2013 which would allow Nasdaq to
compensate market participants for certain claims related to system difficulties in connection with the Facebook IPO
in an amount not to exceed $62.0 million. On April 2, 2013, Knight submitted an accommodation claim to Nasdag. On
October 25, 2013, Nasdaq provided the Company with notice that it had completed its review of the Company’s
accommodation claim. On December 31, 2013, the Company received payment from Nasdaq totaling approximately
$12.0 million comprising approximately $10.5 million to the Company and approximately $1.5 million which was rebated
to customers in February 2014.

Lease and Contract Obligations
Capital Leases

During 2012, the Company entered into capitalized lease obligations related to certain computer equipment.
These obligations represent drawdowns under a revolving secured lending facility with a single lender. At December 31,
2013, the obligations have a weighted-average interest rate of 3.85% per annum and are on varying 3-year terms. The
carrying amounts of the capital leases approximate fair value. The future minimum payments including interest under
the capitalized leases at December 31, 2013 consist of (in thousands):

Minimum

Payments
2014 8,222
2015 2,072
Total $ 10,294
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The total interest expense related to capital leases for the years ended December 31, 2013, 2012 and 2011
included in the Consolidated Statements Operations is as follows (in thousands):

For the year ended December 31,
2013 2012 2011
Interest expense - Capital leases $ 700 $ 1,376 $ 982

Operating Leases

The Company leases office space under noncancelable operating leases. Certain office leases contain fixed
dollar-based escalation clauses. Rental expense from continuing operations under the office leases was $16.0 million
and $9.0 million for the year ended December 31, 2013 and 2012, respectively, and is included in Occupancy and
equipment rentals on the Consolidated Statements of Operations.

The Company leases certain computer and other equipment under noncancelable operating leases. As of
December 31, 2013, future minimum rental commitments under all noncancelable office, computer and equipment
leases (“Gross Lease Obligations”), and Sublease Income were as follows (in thousands):

Gross Lease Sublease Net Lease

Obligations Income Obligations
Year ending December 31, 2014 $ 29,689 $ 4315 § 25,374
Year ending December 31, 2015 27,915 4,914 23,001
Year ending December 31, 2016 27,571 4,850 22,721
Year ending December 31, 2017 27,036 4,426 22,610
Year ending December 31, 2018 26,492 2,720 23,772
Thereafter through December 31, 2027 75,552 12,521 63,031
Total $ 214,255 $ 33,746 $ 180,509

Contract Obligations

During the normal course of business, the Company collateralizes certain leases or other contractual obligations
through letters of credit or segregated funds held in escrow accounts. At December 31, 2013, the Company had
provided a letter of credit for $1.0 million, collateralized by U.S. Treasury Bills, as a guarantee for one of the Company’s
lease obligations. In the ordinary course of business, KCG also has provided, and may provide in the future, unsecured
guarantees with respect to the payment obligations of certain of its subsidiaries under trading, repurchase, financing
and stock loan arrangements, as well as under certain leases.

22. Net capital requirements

The Company's U.S. registered broker dealers are subject to the SEC’s Uniform Net Capital Rule, which requires
the maintenance of minimum net capital. In 2013, the Company's U.S. registered broker dealers were in compliance
with its capital adequacy requirements.

The following table sets forth the net capital levels and requirements for the Company’s U.S. registered broker
dealer subsidiaries at December 31, 2013 as filed in their respective regulatory filings (in thousands):

Net Capital Excess Net
Entity Net Capital Requirement Capital
Knight Capital Americas LLC $ 396,655 $ 22,300 $ 374,355
OCTEG, LLC 98,737 1,000 97,737
GETCO Execution Services, LLC 11,433 250 11,183

As of January 1, 2014, OCTEG was merged with and into KCA and KCA was renamed KCG Americas LLC.
At the end of 2013, GETCO Execution Services, LLC submitted its application to withdraw its membership as a U.S.
registered broker dealer.
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The Company'’s foreign registered broker dealers are subject to certain financial resource requirements of either

the FCA or the SFC. The following table sets forth the financial resource requirement for the following significant foreign
regulated broker dealers at December 31, 2013 (in thousands):

Excess
Financial Resource Financial
Entity Resources Requirement Resources
GETCO Europe Limited $ 157,254 $ 80,900 $ 76,354
KCG Europe Limited 97,892 65,967 31,927

23. Financial instruments with Off-Balance Sheet Risk and Concentrations of Credit Risk

As a market maker in global equities, fixed income, futures, options, commodities and foreign currencies, the
majority of the Company’s securities transactions are conducted as principal or riskless principal with broker dealers
and institutional counterparties primarily located in the United States. The Company self-clears substantially all of its
U.S. equity and option securities transactions. The Company clears a portion of its securities transactions through third
party clearing brokers. Foreign transactions are settled pursuant to global custody and clearing agreements with major
U.S. banks. Substantially all of the Company’s credit exposures are concentrated with its clearing brokers, broker
dealer and institutional counterparties. The Company’s policy is to monitor the credit standing of counterparties with
which it conducts business.

The Company, through its FCM, also provides execution and clearing services in futures and options on futures
contracts to facilitate customer transactions on major U.S. and European futures and options exchanges. Customer
activities may expose the Company to off-balance sheet risk in the event the FCM customer is unable to fulfill its
contracted obligation as the Company guarantees the performance of its clients to the respective clearing houses or
other brokers. In accordance with regulatory requirements and market practice, the Company requires its customers
to meet, at a minimum, the margin requirements established by each of the exchanges at which contracts are traded.
Margin is a good faith deposit from the customer that reduces risk to the Company of failure by the customer to fulfill
obligations under these contracts. The Company establishes customer credit limits and monitors required margin levels
on a daily basis and, pursuant to such guidelines, require customers to deposit additional collateral, or to reduce
positions, when necessary. Further, the Company seeks to reduce credit risk by entering into netting agreements with
customers, which permit receivables and payables with such customers to be offset in the event of a customer default.
Management believes that the margin deposits and collateral held at December 31, 2013 were adequate to minimize
the risk of material loss that could be created by positions held at that time.

In the normal course of its operations, the Company enters into contracts that contain a variety of representations
and warranties which provide general indemnifications. The Company’s 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 experience, the Company believes the risk of significant loss is minimal.

Financial instruments sold, not yet purchased, at fair value represent obligations to purchase such securities (or
underlying securities) at a future date. The Company may incur a loss if the market value of the securities subsequently
increases.

The Company currently has no loans outstanding to any former or current executive officer or director.
24. Business Segments

As of December 31, 2013, the Company's operating segments comprised the following: (i) Market Making;
(ii) Global Execution Services; and (iii) Corporate and Other.

The Market Making segment principally consists of market making in the cash, futures and options markets across
global equities, options, fixed income foreign currencies and commodities. As a market maker, the Company commits
capital on a principal basis by offering to buy securities from, or sell securities to, broker dealers, institutions and banks.
Principal trading in the Market Making segment primarily consists of direct-to-client and non-client exchange-based
electronic market making, including trade executions conducted as an equities DMM on the NYSE and NYSE Amex.
The Company is an active participant on all major global equity and futures exchanges and also trades on substantially
all domestic electronic options exchanges. As a complement to electronic market making, the Company’s cash trading
business handles specialized orders and also transacts on the OTC Bulletin Board, marketplaces operated by the OTC
Markets Group Inc. and the AIM of the London Stock Exchange.
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The Global Execution Services segment comprises agency execution services and trading venues, offering trading
in global equities, options, foreign exchange, fixed income and futures to institutions, banks and broker dealers. The
Company generally earns commissions as an agent between principals to transactions that are executed within this
segment, however, the Company will commit capital on behalf of clients as needed. Agency-based, execution-only
trading in the segment primarily consists of self-directed trading in global equities through a suite of algorithms or via
an execution management system; institutional high touch sales traders executing program, block and riskless principal
trades in global equities and ETFs; an institutional spot foreign exchange ECN; a fixed income ECN that also offers
trading applications; an ATS for global equities; and futures execution and clearing through a FCM.

The Corporate and Other segment prinicipally invests in strategic financial services-oriented opportunities,
allocates, deploys and monitors all capital, and maintains corporate overhead expenses and all other income and
expenses that are not attributable to the other segments, including the gain recognized on Knight Common Stock. The
Corporate and Other segment also contains functions that support the Company’s other segments such as self-clearing
services, including stock lending activities.

The Company’s revenues, income (loss) from continuing operations before income taxes (“Pre-tax earnings”)
and total assets by segment are summarized in the following table (in thousands):

Global
Market Execution Corporate Consolidated
Making Services and Other Total
For the year ended December 31, 2013:
Revenues $ 688,197 $§ 197,766 $ 134,208 $ 1,020,171
Pre-tax earnings 103,559 (25,739) (60,007) 17,813
Total assets 3,939,965 1,106,448 1,944,802 6,991,215
For the year ended December 31, 2012:
Revenues $ 495427 $ 36,211 $ 19,596 §$ 551,234
Pre-tax earnings 34,887 (7,330) (1,130) 26,427
Total assets 1,408,516 33,623 245,397 1,687,536
For the year ended December 31, 2011:
Revenues $ 862,760 $ 27599 $§ 25089 §$ 915,448
Pre-tax earnings 203,886 (15,406) 5,061 193,541
Total assets 1,191,724 19,928 90,703 1,302,355

The Company operates in the U.S. and internationally, primarily in Europe and Asia. The following table presents
Revenues by geographic area.

Consolidated

U.S. International Total
For the year ended December 31, 2013:
Revenues $ 827245 $ 192926 $ 1,020,171
For the year ended December 31, 2012:
Revenues $ 340,117 $ 211,117 $ 551,234
For the year ended December 31, 2011:
Revenues $ 489514 $ 425934 $ 915,448

25. Subsequent Events

Principal repayment under Credit Agreement

On January 22, 2014, the Company made a $100.0 million principal repayment under the Credit Agreement and
will record an additional $4.2 million in writedown of capitalized debt issuance cost in the first quarter of 2014. Including
this payment, the Company has completed $400.0 million in principal repayments since entering into the Credit
Agreement on July 1, 2013, fully satisfying the amortization payment of $235.0 million due on July 1, 2014 leaving a
remaining outstanding balance of $135.0 million.
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Merger of BATS and Direct Edge

In January 2014, BATS Global Markets Inc. and Direct Edge Holdings LLC announced plans to pay certain
dividends to shareholders contingent on the completion of their pending merger. As a shareholder in both BATS and
Direct Edge, KCG received approximately $41.7 million from the aggregate distributions paid at the close of the merger,
which was closed as of January 31, 2014. The Company is currently assessing the treatment of these distributions for
financial reporting purposes.

26. Condensed Financial Statements of KCG Holdings, Inc. (parent only)

Presented below are the Condensed Statements of Financial Condition, Operations and Cash Flows for the
Company on an unconsolidated basis.

Statements of Financial Condition
KCG Holdings, Inc. (parent only)

December 31,
2013 2012
(in thousands)

Assets
Cash and cash equivalents $ 253,017 $ 114,511
Financial instruments owned, at fair value — 2
Receivable from subsidiaries 60,460 216,266
Investments in subsidiaries 1,356,412 773,818
Goodwill and intangible assets, less accumulated amortization — 8,132
Income taxes receivable 90 —
Deferred tax asset 144,109 —
Subordinated loans to subsidiaries 250,000 —
Other assets 21,182 1,039
Total assets $ 2,085270 $ 1,113,768
Liabilities & equity
Liabilities
Payable to subsidiaries 25,705 47,998
Accrued expenses and other liabilities 12,313 84,959
Debt 540,000 15,000
Total liabilities 578,018 147,957
Redeemable preferred member's equity — 311,139
Total equity 1,507,252 654,672
Total liabilities & equity $ 2085270 $ 1,113,768
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Revenues
Investment income and other, net
Total revenues
Expenses
Employee compensation and benefits
Interest
Depreciation and amortization
Professional fees
Bank fees
Other
Total expenses

Statements of Operations

KCG Holdings, Inc. (parent only)

(Loss) income before income taxes and equity in earnings of subsidiaries

Income tax benefit

Income (loss) before equity in earnings of subsidiaries

Equity in earnings of subsidiaries
Net income

110

For the year ended December 31,

2013 2012 2011

(in thousands)

$ 3,717 $ 5981 $ 2,001
3,717 5,981 2,001

31,970 (12,251) 7,023

28,476 1,195 256

698 1,395 698

30,488 4,997 1,484

9,268 336 286

20,561 1,157 852

121,461 (3.171) 10,599
(117,744) 9,152 (8,598)
(120,761) — —
3,017 9,152 (8,598)

117,071 6,999 171,298

$ 120,088 $ 16,151 §$ 162,700
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Statements of Cash Flows
KCG Holdings, Inc. (parent only)

For the year ended December 31,
2013 2012 2011
(In thousands)

Cash flows from operating activities

Net income $ 120,088 $ 16,151 § 162,700
Adjustments to reconcile net income to net cash used in operating activities
Equity in earnings of subsidiaries (117,071) (6,999) (171,298)
Writedown and amortization of debt issuance costs 16,931 52 —
Amortization of intangibles 698 1,395 698
Decrease (increase) in operating assets
Subordinated loan receivable (250,000) — —
Receivable from subsidiaries (67,523) (97,375) (89,814)
Deferred tax asset (144,109) — —
Income taxes receivable (90) — —
Other assets (15,351) 31,031 48,653
(Decrease) increase in operating liabilities
Payable to subsidiaries (2,024) 11,756 33,932
Accrued expenses and other liabilities 59,921 5,106 718
Net cash used in operating activities (398,530) (38,883) (14,411)
Cash flows from investing activities
Cash acquired upon acquisition of Knight Capital Group, Inc. 509,133 — —
Cash received from sale of Urban Financial of America, LLC 85,406 — —
Acquisition of Automat Limited — — (10,975)
Dividends received from subsidiaries 646,425 161,606 127,530
Capital contributions to subsidiaries (238,909) (70,794) (84,928)
Net cash provided by investing activities 1,002,055 90,812 31,627
Cash flows from financing activities
Proceeds from issuance of Credit Agreement 535,000 — —
Partial repayment of Credit Agreement (300,000) — —
Proceeds from issuance of Senior Secured Notes 305,000 — —
Proceeds from issuance of notes payable — — 15,000
Repayment of notes payable (15,000) — —
Payment of debt issuance costs (34,952) — —
Issuance of equity to General Atlantic 55,000 — —
Payment to former Knight Capital Group, Inc. stockholders (720,000) — —
Repayment of Knight Convertible Notes (257,741) — —
Funding of collateral account for Knight Convertible Notes (117,259) — —
Payment out of collateral account for Knight Convertible Notes 117,259 — —
Proceeds from stock issuance — 12,320 41,365
Member distributions (21,002) (62,234) (124,791)
Cost of common stock repurchased (11,324) — —
Net cash (used in) provided by financing activities (465,019) (49,914) (68,426)
Increase in cash and cash equivalents 138,506 2,015 (51,210)
Cash and cash equivalents at beginning of period 114,511 112,496 163,706
Cash and cash equivalents at end of period $ 253,017 $ 114,511  § 112,496
Supplemental disclosure of cash flow information: —
Cash paid for interest $ 26,239 $ 1,116 $ 92
Cash paid for income taxes $ 365 $ — 3 —
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The condensed financial statements of KCG Holdings, Inc. (parent only; the “Parent Company”) should be read
in conjunction with the Consolidated Financial Statements of the Company and the Notes thereto. As noted in Footnote
1 "Organization and Description of Business", the Mergers were treated as a purchase of Knight by GETCO for
accounting and financial reporting purposes.

The Statements of Operations and Cash Flows included in this footnote for the year ended December 31, 2013
include the combined financial results and cash flows for GETCO Holding Company, LLC for the six month period
January 1, 2013 to June 30, 2013 and for KCG Holdings, Inc. for the six month period July 1, 2013 to December 31,
2013. These combined Statements of Operations and Cash Flows were presented for comparability to the prior years,
2012 and 2011. The Statement of Financial Condition at December 31, 2013 represents the financial condition of the
Parent Company. The Statement of Financial Condition at December 31, 2012 represents the financial condition of
GETCO Holding Company, LLC.

Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosures
None
Item 9A. Controls and Procedures

(a) Disclosure Controls and Procedures. KCG's management, with the participation of KCG's Chief Executive
Officer and Chief Financial Officer, has evaluated the effectiveness of disclosure controls and procedures (as such
term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”)) as of the end of the period covered by this report. This evaluation did not include an assessment of
internal controls over financial reporting as it relates to GETCO Holding Company, LLC and GA-GTCO, LLC, which
were party to a business combination, with Knight Capital Group, Inc. that was completed on July 1, 2013 resulting in
the formation of KCG Holdings, Inc.

Based on such evaluation, KCG's Chief Executive Officer and Chief Financial Officer have concluded that, as of
December 31, 2013, KCG's disclosure controls and procedures are effective.

(b) Internal Control Over Financial Reporting. Management’s annual report on internal control over financial
reporting is contained in Part Il, Item 8 of this Form 10-K.

(c) Changes in Internal Control Over Financial Reporting. There have not been any changes in KCG's internal
control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act)
during the fiscal quarter covered by this report that have materially affected, or are reasonably likely to materially affect,
KCG's internal control over financial reporting.

Item 9B. Other Information

PART II—-ITEMS 10, 11,12, 13 and 14

The Company’s Proxy Statement for its 2014 Annual Meeting of Stockholders, which, when filed pursuant to
Regulation 14A under the Securities Exchange Act of 1934, will be incorporated by reference in this Annual Report
on Form 10-K pursuant to General Instruction G (3) of Form 10-K, provides the information required under Part IlI
(Items 10, 11, 12, 13 and 14).
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PART IV

Item 15. Exhibits and Financial Statement Schedules

(@) The following documents are filed as part of this report:

Consolidated Financial Statements and Financial Statement Schedules. See “Part Il Item 8, Financial
Statements and Supplementary Data”

(c) INDEXTO EXHIBITS

NUMBER ASSIGNED
TO EXHIBIT (I.E. 601
OF REGULATION S-K)

21

2.2

3.1

3.2

4.1

4.2

4.3

4.4

4.5

4.6
4.7

4.8

4.9

DESCRIPTION OF EXHIBITS

Amended and Restated Agreement and Plan of Merger, dated as of December 19, 2012
and amended and restated as of April 15, 2013, by and among GETCO Holding Company,
LLC, GA-GTCO, LLC, Knight Capital Group, Inc., Knight Holdco, Inc., Knight Acquisition
Corp, GETCO Acquisition, LLC and GA-GTCO Acquisition, LLC (exhibits excluded) -
Incorporated herein by reference to Exhibit 2.1 of the Registrant's Form 8-K12G3 Current
Report filed on July 1, 2013.

Stock Purchase Agreement, dated July 29, 2013, by and among Knight Libertas Holdings
LLC, KCG Holdings, Inc. and UFG Holdings LLC - Incorporated herein by reference to Exhibit
2.1 of the Registrant's Quarterly Report on Form 10-Q filed on August 9, 2013.

Amended and Restated Certificate of Incorporation of KCG Holdings, Inc. - Incorporated
herein by reference to Exhibit 3.1 of the Registrant's Form 8-K12G3 Current Report filed on
July 1, 2013.

Amended and Restated Bylaws of KCG Holdings, Inc. - Incorporated herein by reference
to Exhibit 3.2 of the Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

Form of Certificate of Class A Common Stock of KCG Holdings, Inc. - Incorporated herein
by reference to Exhibit 4.1 of the Registrant's Form 8-K12G3 Current Report filed on July
1, 2013.

Registration Rights Agreement, dated July 1, 2013, among KCG Holdings, Inc., Daniel V.
Tierney 2011 Trust, Serenity Investments, LLC and GA-GTCO Interholdco, LLC. -
Incorporated herein by reference to Exhibit 4.2 of the Registrant's Form 8-K12G3 Current
Report filed on July 1, 2013.

Warrant Agreement, dated July 1, 2013, between KCG Holdings, Inc and Computershare
Shareowner Services LLC. - Incorporated herein by reference to Exhibit 4.3 of the
Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

Form of Class A Warrant Certificate (included in Exhibit 4.3)
Form of Class B Warrant Certificate (included in Exhibit 4.3)
Form of Class C Warrant Certificate (included in Exhibit 4.3)

Indenture (the “Senior Secured Indenture”), dated June 5, 2013, between GETCO Financing
Escrow LLC and the Trustee in connection with the 8.250% senior secured notes due 2018
in the aggregate principal amount of $305,000,000 - Incorporated herein by reference to
Exhibit 4.7 of the Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

First Supplemental Indenture, dated July 1, 2013, by and between KCG Holdings, Inc. and
The Bank of New York Mellon, as trustee (the “Trustee”), amending the Senior Secured
Indenture - Incorporated herein by reference to Exhibit 4.8 of the Registrant's Form 8-K12G3
Current Report filed on July 1, 2013.

Second Supplemental Indenture, dated July 1, 2013, by and between KCG Holdings, Inc.,
certain Guarantors and the Trustee, amending the Senior Secured Indenture - Incorporated
herein by reference to Exhibit 4.9 of the Registrant's Form 8-K12G3 Current Report filed on
July 1, 2013.
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4.10

4.11

4.12

4.13

414

4.15

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8*

10.9*
10.10*
10.11

Third Supplemental Indenture, dated as of October 15, 2013, by and among the Company,
the Guarantors and the Trustee, amending the Senior Secured Indenture - Incorporated
herein by reference to Exhibit 4.1 of the Registrant's Current Report on Form 8-K filed on
October 16, 2013.

Registration Rights Agreement (the “Original Senior Secured Registration Rights
Agreement”), dated June 5, 2013, between GETCO Financing Escrow LLC and Jefferies
LLC as representative of the initial purchasers of the 8.250% senior secured notes due 2018
in the aggregate principal amount of $305,000,000 - Incorporated herein by reference to
Exhibit 4.10 of the Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

Joinder, dated July 1, 2013, by KCG Holdings Inc. and certain Guarantors to the Original
Senior Secured Registration Rights Agreement - Incorporated herein by reference to Exhibit
4.11 of the Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

Intercreditor Agreement, dated July 1, 2013, by and among KCG Holdings, Inc., certain
Guarantors, Jefferies Finance LLC, as first lien collateral agent, and the Indenture Trustee,
as second lien collateral agent - Incorporated herein by reference to Exhibit 4.12 of the
Registrant's Form 8-K12G3 Current Report filed on July 1, 2013.

Indenture (the “Original Convertible Notes Indenture”), dated March 19, 2010, between
Knight Capital Group, Inc. and Deutsche Bank Trust Company Americas in connection with
that certain 3.50% cash convertible senior subordinated notes due 2015 in the aggregate
principal amount of $375,000,000 - Incorporated herein by reference to Exhibit 4.1 of Knight
Capital Group, Inc.’s Form 8-K filed on March 19, 2010.

First Supplemental Indenture, dated July 1, 2013, by and among KCG Holdings, Inc., Knight
Capital Group, Inc. and The Bank of New York Mellon, as successor in interest to Deutsche
Bank Trust Company Americas, amending the Original Convertible Notes Indenture -
Incorporated herein by reference to the Registrant’s Current Report on Form 8-K filed on
July 2, 2013.

Employment Agreement between the Company and Daniel Coleman - Incorporated herein
by reference to Exhibit 10.4 of the Registrant's Form 8-K12G3 Current Report filed on July
1, 2013.

Form of Employment Agreement - Incorporated herein by reference to Exhibit 10.1 of the
Registrant’s Form 8-K Current Report filed August 9, 2013.

Term Schedule to Employment Agreement between the Company and Steven Bisgay -
Incorporated herein by reference to Exhibit 10.2 of the Registrant's Form 8-K Current Report
filed August 9, 2013.

Term Schedule to Employment Agreement between the Company and John DiBacco -
Incorporated herein by reference to Exhibit 10.3 of the Registrant's Form 8-K Current Report
filed August 9, 2013.

Term Schedule to Employment Agreement between the Company and John McCarthy -
Incorporated herein by reference to Exhibit 10.4 of the Registrant's Form 8-K Current Report
filed August 9, 2013.

Term Schedule to Employment Agreement between the Company and Nick Ogurtsov -
Incorporated herein by reference to Exhibit 10.5 of the Registrant's Form 8-K Current Report
filed August 9, 2013.

Revised Term Schedule to Employment Agreement between the Company and Jonathan
Ross - Incorporated herein by reference to Exhibit 10.1 of the Registrant's Form 10-Q
Quarterly Report filed November 12, 2013.

Revised Term Schedule to Employment Agreement between the Company and George
Sohos

Term Schedule to Employment Agreement between the Company and Ryan Primmer
Term Schedule to Employment Agreement between the Company and Gregory Tusar

KCG Holdings, Inc. Amended and Restated Equity Incentive Plan - Incorporated herein by
reference to Appendix A of the Registrant’s Proxy Statement dated November 19, 2013.
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21*

10.22

10.23

10.24

21.1*

23.1*
241

KCG Holdings, Inc. Amended and Restated Executive Incentive Plan - Incorporated herein
by reference to Exhibit 10.7 of the Registrant’s Form 8-K12G3 Current Report filed on July
1, 2013.

KCG Holdings, Inc. Amended and Restated Equity Incentive Plan Form of Restricted Stock
Unit Agreement- Incorporated herein by reference to Exhibit 10.8 of the Registrant’'s Form
8-K12G3 Current Report filed on July 1, 2013.

KCG Holdings, Inc. Amended and Restated Equity Incentive Plan Form of Employee Stock
Option Agreement- Incorporated herein by reference to Exhibit 10.9 of the Registrant’s Form
8-K12G3 Current Report filed on July 1, 2013.

KCG Holdings, Inc. Amended and Restated Equity Incentive Plan Form of Employee Stock
Appreciation Right Agreement- Incorporated herein by reference to Exhibit 10.10 of the
Registrant’s Form 8-K12G3 Current Report filed on July 1, 2013.

KCG Holdings, Inc. Compensation Recoupment Policy- Incorporated herein by reference
to Exhibit 10.16 of the Registrant’'s Form 8-K12G3 Current Report filed on July 1, 2013.

Aircraft Timesharing Agreement, dated as of July 1, 2013, by and between KCG Holdings,
Inc. and Daniel Coleman - Incorporated herein by reference to Exhibit 10.5 of the Registrant’s
Form 8-K12G3 Current Report filed on July 1, 2013.

Credit Agreement, dated July 1, 2013, by and among KCG Holdings, Inc., the lenders party
thereto, Jefferies Finance LLC, as documentation agent, administrative agent, collateral
agent and syndication agent, and Jefferies Finance LLC and Goldman Sachs Bank USA,
as arrangers and book managers - Incorporated herein by reference to Exhibit 10.1 of the
Registrant’s Form 8-K12G3 Current Report filed on July 1, 2013.

First Amendment and Consent to Credit Agreement, dated as of October 15, 2013, by and
among the Company, the Guarantors, the lenders party thereto and the Credit Agreement
Agent - Incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report
on Form 8-K filed on October 16, 2013.

Credit Agreement, dated July 1, 2013, by and among OCTEG, LLC and Knight Capital
Americas LLC, as borrowers, KCG Holdings, Inc., as guarantor, the lenders from time to
time party thereto, BMO Harris Bank N.A., as administrative agent and collateral agent,
JPMorgan Chase Bank N.A. and Bank of America, N.A., as syndication agents, and BMO
Capital Markets, JPMorgan Securities, LLC and Merrill Lynch, Pierce, Fenner & Smith
Incorporated, as joint lead arrangers and joint book runners - Incorporated herein by
reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K filed on July 2,
2013.

First Amendment to Credit Agreement, dated October 24, 2013, by and among OCTEG,
LLC and Knight Capital Americas LLC, as borrowers, KCG Holdings, Inc., as guarantor, the
lenders from time to time party thereto and BMO Harris Bank N.A., as administrative agent.

Master Agreement to Lease Equipment, dated as of October 30, 2009, between Global
Colocation Services LLC and Cisco Systems Capital Corporation - Incorporated herein by
reference to Exhibit 10.2 of the Registrant’s Form 8-K12G3 Current Report filed on July 1,
2013.

Guaranty of GETCO Holding Company, LLC under the Master Agreement to Lease
Equipment, dated as of October 30, 2009 - Incorporated herein by reference to Exhibit 10.3
of the Registrant’s Form 8-K12G3 Current Report filed on July 1, 2013.

U.S. Securities and Exchange Commission Order against Knight Capital Americas LLC,
dated October 16, 2013 - Incorporated herein by reference to Exhibit 10.1 of the Registrant’s
Current Report on Form 8-K filed on October 16, 2013.

Subsidiaries of the Registrant as of December 31, 2013.

Consent of Independent Registered Public Accounting Firm.

Powers of Attorney (included on signature page).
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31.1*

31.2*

32.1*

32.2*

101**

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

The following financial statements from KCG Holdings, Inc's Annual Report on Form 10-K
for the year ended December 31, 2013, formatted in XBRL (eXtensible Business Reporting
Language): (i) Consolidated Statements of Operations for the years ended December 31,
2013 and 2012 (ii) Consolidated Statements of Comprehensive Income for the years ended
December 31, 2013 and 2012, (iii) Consolidated Statements of Financial Condition at
December 31, 2013 and December 31, 2012, (iv) Consolidated Statements of Changes in
Equity for the year ended December 31, 2013, (v) Consolidated Statements of Cash Flows
for the years ended December 31, 2013, 2012 and 2011 and (vi) the Notes to Consolidated
Financial Statements.

*%

Filed herewith.

Pursuant to rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not
filed for purposes of Sections 11 or 12 of the Securities Act of 1933, as amended, are deemed not filed for
purposes of Section 18 of the Securities and Exchange Act of 1934, as amended, and otherwise are not
subject to liability under those sections.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized, on this 3rd day of
March 2014.

KCG HOLDINGS, INC.
By: /s/ DANIEL COLEMAN

Daniel Coleman
Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes
and appoints Daniel Coleman and Steven Bisgay, and each of them severally, his or her true and lawful attorney-in-
fact with power of substitution and resubstitution to sign in his or her name, place and stead, in any and all capacities,
to do any and all things and execute any and all instruments that such attorney may deem necessary or advisable
under the Securities Exchange Act of 1934 and any rules, regulations and requirements of the U.S. Securities and
Exchange Commission in connection with this Annual Report on Form 10-K and any and all amendments hereto, as
fully for all intents and purposes as he or she might or could do in person, and hereby ratifies and confirms all said
attorneys-in-fact and agents, each acting alone, and his or her substitute or substitutes, may lawfully do or cause to
be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has been
signed by the following persons in the capacities and on the date indicated.

Name Title Date
/s/ DANIEL COLEMAN Chief Executive Officer March 3, 2014
Daniel Coleman (Principal Executive Officer)
/s/ STEVEN BISGAY Chief Financial Officer March 3, 2014
Steven Bisgay (Principal Financial and Accounting Officer)
/s/ CHARLES E. HALDEMAN, JR. Non-Executive Chairman of the Board March 3, 2014

Charles E. Haldeman, Jr.

/s/ RENE KERN Director March 3, 2014
Rene Kern
/s/ JAMES T. MILDE Director March 3, 2014
James T. Milde
/s/ JOHN C. MORRIS Director March 3, 2014

John C. Morris
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/s/ DANIEL F. SCHMITT

Daniel F. Schmitt

/s/ STEPHEN SCHULER

Stephen Schuler

/s/ LAURIE M. SHAHON

Laurie M. Shahon

/s/ DANIEL TIERNEY

Daniel Tierney

Director

Director

Director

Director
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Corporate Disclaimers

KCG Holdings, Inc. provides its offerings through its Market Making, Global Execution Services,
and Corporate and Other operating segments. Securities and services are primarily offered

by regulated broker-dealer subsidiaries duly registered with, or members of, the Securities

and Exchange Commission (SEC), the Securities Investor Protection Corporation and certain
national, regional and foreign exchanges and self-regulatory organizations. For 2013, the
Company's material domestic regulated broker-dealer entities were: GETCO Execution Services
LLC; GETCO Securities, LLC; OCTEG, LLC; and Knight Capital Americas LLC. Securities

and services were also provided by the following entities: BLINK Trading LLC; GETCO, LLC;
KCG Hotspot FX LLC; and Urban Financial Group, Ine. The Company’'s material international
regulated broker-dealer entities were: GETCO Europe Limited; Automat Limited; and KCG
Europe Limited, each authorized and regulated by the FCA.

Unless the context otherwise requires, “KCG," the “Company,’ “We," or “Our” shall mean KCG
Holdings, Inc. and its consolidated subsidiaries.

Certain statements contained in this Annual Report, including without limitation, those under
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” may
constitute “forward-looking statements” within the meaning of the safe harbor provisions of
the U.S. Private Securities Litigation Reform Act of 1995. Forward-looking statements are
typically identified by words such as “believe,’ “expect,’ “anticipate,” “intend,” “target,’ “estimate,"
“continue,” “positions,” “prospects” or “potential,” by future conditional verbs such as “will "
“would,” “should,” “could” or “may,” or by variations of such words or by similar expressions. These
“forward-looking statements” are not historical facts and are based on current expectations,
estimates and projections about KCG's industry, management's beliefs and certain assumptions
made by management, many of which, by their nature, are inherently uncertain and beyond

our control. Any forward-looking statement contained herein speaks only as of the date on
which it is made. Accordingly, readers are cautioned that any such forward-looking statements
are not guarantees of future performance and are subject to certain risks, uncertainties and
assumptions that are difficult to predict including, without limitation, risks asseciated with: (i)
the strategic business combination (the “Mergers”) of Knight Capital Group, Inc. (‘Knight”) and
GETCO Holding Company, LLC (‘GETCQ"), including, among other things, (a) difficulties and
delays in integrating the Knight and GETCO businesses or fully realizing cost savings and other
benefits, (b) the inability to sustain revenue and earnings growth, and (c) customer and client
reactions to the Mergers; (ii) the August 1, 2012 technology issue that resulted in Knight's
broker-dealer subsidiary sending numerous erroneous orders in NYSE-listed and NYSE Arca
securities into the market and the impact to Knight's capital structure and business as well as
actions taken in response thereto and consequences thereof; (iii) the costs and risks associated
with the sale of Knight's institutional fixed income sales and trading business, the sale of KCG's
reverse mortgage origination and securitization business and the departure of the managers

of KCG's listed derivatives group; (iv) changes in market structure, legislative, regulatory or
financial reporting rules; (v) past or future changes to organizational structure and management;
(vi) KCG's ability to develop competitive new products and services in a timely manner and the
acceptance of such products and services by KCG's customers and potential customers; (vii)
KCG's ability to keep up with technological changes; (viii) KCG's ability to effectively identify
and manage market risk, operational and technology risk, legal risk, liquidity risk, reputational
risk, counterparty and credit risk, international risk, regulatory risk, and compliance risk; (ix)
the cost and other effects of material contingencies, including litigation contingencies, and

any adverse judicial, administrative or arbitral rulings or proceedings; and (x) the effects of
increased competition and KCG's ability to maintain and expand market share. The list above is
not exhaustive. Because forward-looking statements involve risks and uncertainties, the actual
results and performance of the Company may materially differ from the results expressed or
implied by such statements. Given these uncertainties, readers are cautioned not to place
undue reliance on such forward-looking statements. Unless otherwise required by law, the
Company also disclaims any obligation to update its view of any such risks or uncertainties or
to announce publicly the result of any revisions to the forward-looking statements made herein.
“Readers should carefully review the risks and uncertainties disclosed in KCG's reports with the
SEC, including, without limitation, those detailed under “Risk Factors” in KCG's Annual Report
on Form 10-K for the year ended December 31, 2013, and in other reports or documents KCG
files with, or furnishes to, the SEC from time to time.”

Credits: Content by KGG; Design by Thinkso; Photography by Adrian Weinbrecht;
Printing by Allied Printing Services.
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