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OATH OR AFFIRMATION

I, ~JerrE /7. Carstia , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of
eaxtetreads ﬁvc , as

of L Acoerten 3¢ , 2005 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

.S N
U

Si. gnature

FIIDP
Title

dem MWG[( (AQ (pl’)

Notary Public

This report ** contains (check all applicabie boxes):
B/(a) Facing Page.
B/(b) Statement of Financial Condition.
Z/(c) Statement of Income (Loss).
Z/(d) Statement of Changes in Financial Condition.
IZ/(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
- O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
O (g) Computation of Net Capital.
O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
~ Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
O (k) A Reconciliation between the audited and unaudxtedi Statements of Financial Condition with respect to methods of
consolidation.
Z/(l) An Oath or Affirmation.
[ (m) A copy of the SIPC Supplemental Report.
O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

MAXX TRADE, Inc.
Lexington, Kentucky

We have audited the accompanying statements of financial condition of MAXX TRADE, Inc. (the
Company) as of December 31, 2005 and 2004 and the related statements of operations, changes in
stockholders’ equity, and cash flows for the years then ended that you are filing pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these financial statements based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of MAXX TRADE, Inc. as of December 31, 2005 and 2004 and the results of its
operations and its cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. The supplementary information on pages 9 through 11 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such information
has been subjected to the auditing procedures applied in the audits of the basic financial statements and,
in our opinion, is fairly stated in all material respects in relation to the basic financial statements taken as
a whole.

Baldwin & Associates, Q’ZLC

Baldwin & Associates, PLLC
February 27, 2008

www.baldwincpas.com




MAXX TRADE, INC.

'STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2005 AND 2004

ASSETS

Cash ;
Accounts receivablei
Accounts receivable; - related party
Fixed assets '
Less: accumulated depreciation

Total Assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities ‘
Accrued expenses and other liabilities

Stockholders' Equity
Common stock, no par value, 1,000 shares
issued and outstanding
Additional paid in capital
Accumulated deficit’

Total Stockholders' Equity

TOTAL LIABILITIES AND
STOCKHOLDERS' EQUITY

See accompanying notes to financial statements.

2005

$ 51,416
321

315,243
4,277

{3,211)

$ 368,046

3 1,406

250
586,150

(219,760)

366,640

$ 368,046

2004

$ 47,149
2,189
239,082

4,277

(3,064)

S 280633

$ 12,139

250
586,150

(308,906)

277,494

$ 289,633




MAXX TRADE, INC.
STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

Revenue

Commissions
Interest income

Total Revenue
Expenses !
Floor brokerage, exchange, and clearance fees
Communications and data processing
Occupancy
Other

Total Expenses

Net Income

See accompanying notes to financial statements.

2005
$ 168,005
441

168,446

34,182
9,549
27,165
8,403

79,299

$ 89,147

2004
$ 176,425
120

176,545

29,255
10,050
26,769
24,245

90,319

$ 86,226



Balances, January 1, 2004

Net income

Balances, December 31, 2004.

Net Income

Balances, December 31, 2005:

MAXX TRADE, INC.

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

Additional Total
Common Paid-In Accumulated Stockholders'
Stock Capital Deficit Equity
$ 250 $ 586,150 $ (395,133) $ (191,267)
- - 86,226 86,226
250 586,150 (308,907) 277,493
- - 89,147 89,147
$ 250 $ 586,150 $ (219,760) $§ 366,640

See accompanying notes to financial statements.




MAXX TRADE, INC.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2005 AND 2004

2005 2004

Cash flows from operating activities
Net income $ 89,147 $ 86,226
Adjustments to reconcile net income
net cash from operating activities

Depreciation - 147 414

Changes in
Accounts receivable - related party (76,161) (78,184)
Accounts receivable 1,868 (530)
Accrued expenses (10,734) (11,484)
Net cash from operating activities 4,267 (3,558)

|

Net change in cash 4,267 (3,558)
Cash at beginning of year 47,149 50,707
Cash at end of year $ 51,416 $ 47,149

See accompanying notes to financial statements.




MAXX TRADE, INC.
- NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2005 AND 2004

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

MAXX TRADE, Inc. (the Company) is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the National Association of Securities Dealers (NASD). The
Company is a Kentucky corporation and was incorporated September 21, 1999,

The Company is an introducing broker. An introducing broker is a broker-dealer firm that accepts
customer orders but elects to clear the orders through another broker for cost efficiencies, for example,
not having to perform all of'the clearance functions on a small volume of business, thereby eliminating
many fixed costs. In this arrangement, the introducing broker accepts the customers’ orders and the
clearing brokers or other parties clear the trades. Either party may initiate the execution of a trade. The
clearing broker-dealer processes and settles the customer transactions for the introducing broker using
the back-office processing of the clearing broker-dealer. The Company’s clearing broker-dealer is
Penson Financial Services. Commissions received from the transactions are divided in any manner
agreed to by the introducing and clearing broker-dealer and stipulated in written contracts.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements andi the reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Statement of Cash Flows

The Company considers cash on hand and short-term investments having an initial maturity of three
months or less as cash and cash equivalents for purposes of the statement of cash flows.

Securities Transactions and Financial Instruments with Off-Balance-Sheet Risk

Securities transactions are recorded on the settlement date basis, generally the third business day
following the transaction date. Recording these transactions on the trade date would not have a material
effect on the accompanying financial statements.

The Company, under the correspondent agreement with its clearing broker, has agreed to indemnify the
clearing broker from damages or losses resulting from customer transactions. The Company is,
therefore, exposed to off-balance-sheet risk of loss in the event that customers are unable to fulfill
contractual obligations including their obligations under margin accounts. Through December 31, 2005,
the Company has not been required to make any payments under this guarantee, and management is not
aware of any circumstances as of the date of the audit which would require them to perform under this
guarantee. ?

Fixed Assets
Office furnishings and equipment are stated at cost, less accumulated depreciation that is computed

using an accelerated method. The assets are depreciated over their useful lives, all of which are five
years.




‘ MAXX TRADE, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2005 AND 2004

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loss Contingencies

Loss contingencies, including claims and legal actions arising in the ordinary course of business, are
recorded as liabilittes when the likelihood of loss is probable and an amount or range of loss can be
reasonably estimated. Management does not believe there now are such matters that will have a
material effect on the financial statements.

Income Taxes

The Company has elected to be treated as a small business corporation (an S corporation) for federal
income tax purposes. Under those provisions, income and tax credits are passed through to the
Company stockholders. The stockholders are taxed individually on their respective shares of corporate
earnings. The Company is subject to income taxes for the state of Kentucky. However, no provision for
taxes has been recognized in these statements.

Allowance for Doubtful Accounts

The Company’s receivables originate from only one entity, Penson Financial Services. Each month
Penson Financial Services wires the commission earned by the Company for the previous month to the
Company’'s bank account. . Management considers all receivable to be collectible. Therefore, an
allowance for doubtful accounts has not been established.

NOTE 2 — LEASE COMMITMENT

The Company leases its office space under an operating lease effective through 2009. The lease
agreement provides for a 5-year renewal option. Rent expense was $24,124 and $25,667 for 2005 and
2004. Required future minimum lease payments under this operating lease are as follows as December
31, 2005:

2006 $ 27,600
2007 27,600
2008 27,600
2009 25300
Total $108,100

NOTE 3 — NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of
aggregate indebtedness to het capital, both as defined, shall not exceed 15 to 1. As of December 31,
2005, the Company’s net capital is $50,010 which is $45,010 in excess of its required net capital of
$5,000. The Company’s net capital ratio is 0.0281 to 1.

NOTE 4 — RELATED PARTY TRANSACTIONS

The Company has an account receivable balance from a related entity called Lexington Brokerage &
Company, which is owned by two of the active principal shareholders. The related entity is absorbing
expenses related to MAXX TRADE, Inc. until such time that MAXX TRADE, Inc. sustains profitability. The
balances of accounts receivable with the related entity were $315,243 and $239,082 as of December 31,




‘ MAXX TRADE, INC.
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2005 AND 2004

NOTE 4 — RELATED PARTY TRANSACTIONS (CONTINUED)

2005 and 2004. The receivable is expected to be collected upon dissolution of the related entity. If funds
are not available at the related entity to pay the amount owed to MAXX TRADE, Inc., the owners of the
related entity have agreed to personally assume indebtedness for the receivable. The two owners of the
related entity have stated they both have a minimum personal net worth of $160,000.

NOTE 5 - OFF-BALANCE SHEET ARRANGEMENT

The variable interest entity, Lexington Brokerage & Company, was established in 1995 as an independent
stock brokerage company. .The two active shareholders were independent representatives for several
broker/dealer companies. In September of 1999, the two active shareholders in Lexington Brokerage &
Company started their own broker/dealer company. Lexington Brokerage & Company remained open
with a large client base. MAXX TRADE, Inc. began serving the clients of Lexington Brokerage &
Company as their new broker/dealer. Since MAXX TRADE, Inc. was a new company, the capital
provided by the two principal shareholders in Lexington Brokerage & Company was used to absorb the
start up costs and has continued to be used to absorb expenses of MAXX TRADE, Inc. until it becomes
profitable. ‘




MAXX TRADE, INC.
SCHEDULE OF THE COMPUTATION OF NET CAPITAL
PURSUANT TO RULE 15¢3-1
DECEMBER 31, 2005

2005
Total stockholders' equity $ 366,640
Deductions and/or charges
Net office furniture and equipment 1,066
Other nonallowable assets 315,564
: 316,630
Net capital | $ 50,010
Aggregate indebtedness
Accrued expenses and other liabilities $ 1,406
Aggregate indebtedness to net capital 281 %
Computation of basic net capital requirement
Minimum net capital required (greater of 6 2/3%
indebtedness or $5,000) $ 5,000
Net capital ‘ 50,010
Excess net capital $ 45010

There are no material differences between the Company's Computation of Net Capital
as reported by Registrant in Part IIA on Form X-17a-5 as of December 31, 2005.



‘ MAXX TRADE, INC.
SCHEDULE OF THE COMPUTATION FOR DETERMINATION
OF RESERVE REQUIREMENTS PURSUANT TO RULE 15¢3-3
| DECEMBER 31, 2005 AND 2004

This schedule is not applicable to the Company under the exemption provided at SEC Rule 15¢3-3k2ii.
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‘ MAXX TRADE, INC.
SCHEDULE OF THE INFORMATION RELATING TO POSSESSION
OR CONTROL REQUIREMENTS PURSUANT TO RULE 15¢3-3
DECEMBER 31, 2005 AND 2004

This schedule is not applicable to the Company under the exemption provided at SEC Rule 15¢3-3kz2ii.

11
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|
REPORT ON INTERNAL CONTROL REQUIRED BY

SEC RULE 17a-5 FOR A BROKER-DEALER CLAIMING
~ AN EXEMPTION FROM SEC RULE 15¢3-3

MAXX TRADE, Inc.
Lexington, Kentucky

In planning and performing our audit of the financial statements of MAXX TRADE, Inc., {the
Company), for the year énded December 31, 2005, we considered its internal control, including
control activities for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on
internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g)(1)
in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of
Rule 15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures foliowed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the
preceding paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable, but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit preparation of financial statements
in accordance with genérally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent limitation in internal control or the practices and procedures referred to
above, errors or irregularities may occur and not be detected. Also, projection of any evaluation

of them to future periods is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

12

www.baldwincpas.com



Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
of the specific internal control components does not reduce to a relatively low level the risk that
error or fraud in amounts that would be material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted no matters involving internal control,
including procedures for: safeguarding securities that we consider to be material weaknesses as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that
the Company's practices and procedures were adequate at December 31, 2005 to meet the
SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, and other regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange

Act of 1934 in their regulation of registered brokers and dealers, and is not intended to be and
should not be used by anyone other than these specified parties..

Baldwin & Associates, PLLC

Baldwin & Associates, PLLC
February 27, 2006
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