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Citrin Cooperman Company LLP

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Members

Summit Securities Group LLC
New York New York

We have audited the accompanying statement of financial condition of Summit Securities Group LLC
limited liability company the Company as of December 31 2009 that you are filing pursuant to

Rule 17a-5 under the Securities Exchange Act of 1934 This financial statement is the
responsibility of

the Companys management Our responsibility is to express an opinion on this financial statement

based on our audit

We conducted our audit in accordance with auditing standards
generally accepted in the United States

of America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the statement of financial condition is free of material misstatement An audit includes

consideration of internal control over financial reporting as basis for designing audit procedures that

are appropriate in the circumstances but not for the purpose of expressing an opinion on the

effectiveness of the Companys internal control over financial reporting Accordingly we express no
such opinion An audit also includes examining on test basis evidence supporting the amounts and

disclosures in the statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of financial

condition presentation We believe that our audit of the statement of financial condition provides

reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material

respects the financial position of Summit Securities Group LLC as December 31 2009 in conformity

with accounting principles generally accepted in the United States of America

As discussed in Note to the statement of financial condition as of January 2009 the Company
changed its method of accounting for uncertainty in income taxes and adopted new accounting

guidance for fair value measurements related to non-financial assets and liabilities

February 24 2010

529 FIFTH AVENUE NEWYORK NY 10017 212697-1000 FAX 212 697-1004

e-mail info@citrincooperman.com



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

ASSETS
Cash and cash equivalents 169577

Due from clearing broker 2435636

Securities owned at fair value 7293102
Commission receivable 28667

Interest receivable 187317

Property and equipment net of accumulated

depreciation and amortization of $339974 435826

Other assets 627541

TOTAL ASSETS 11.177S666

LIABILITIES AND MEMBERS EQUITY

Liabilities

Securities sold not yet purchased at fair value 4161238
Accrued expenses and other liabilities 734407

Liabilities subordinated to claims of general creditors 6100000

Total liabilities 10995645

Commitments and contingencies Notes and 10

Members equity 182.021

TOTAL LIABILITIES AND MEMBERS EQUITY 11177666

See accompanying notes to statement of financial condition



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE ORGANIZATION

Summit Securities Group LLC the Company was formed under the laws of the state

of Delaware in 2007 The Company is registered as broker-dealer with the Securities

and Exchange Commission SEC and is member of the Financial Industry

Regulatory Authority Inc FINRA The Company is engaged primarily in brokerage

and investment banking and is registered under the rules of the Securities and Exchange

Act of 1934 Summit Research Holdings Inc Summit Research owns an 80%

interest in the Company

Since the Company is limited
liability company the members are not liable for the

debts obligations or liabilities of the Company whether arising in contract tort or

otherwise unless member has signed specific guarantee

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of Estimates

The preparation of the statement of financial condition in conformity with accounting

principles generally accepted in the United States of America GAAP requires

management to make estimates and assumptions that affect the reported amounts of

assets and liabilities and disclosures of contingent assets and liabilities at the date of the

statement of financial condition Actual results could differ from those estimates

Recently Adopted Accounting Pronouncements

In June 2009 the Financial Accounting Standards Board FASB issued authoritative

guidance that established the FASB Accounting Standards Codification Codification

or ASC as the source of authoritative GAAP recognized by the FASB to be applied

to all nongovernmental entities The Codification supersedes all of the existing

accounting and reporting standards applicable to privately
held companies upon its

effective date and subsequently the FASB will not issue new standards in the form of

Statements FASB Staff Positions or Emerging Issues Task Force Abstracts The

guidance is not intended to change or alter
existing

GAAP The guidance became

effective for the Company for the fiscal year ended December 31 2009 The guidance

did not have an impact on the Companys financial condition All references to previous

numbering of FASB statements FASB Staff Positions or Emerging Issues Task Force

Abstracts have been removed from the statement of financial condition and

accompanying notes

In September 2006 the FASB issued authoritative guidance for fair value

measurements which has been codified in FASB ASC 820 Fair Value Measurements and

Disclosures The new guidance enhances existing guidance for measuring assets and

liabilities at fair value The guidance defines fair value establishes framework for

measuring fair value and expands disclosure about fair value measurements In

February 2008 the FASB issued authoritative guidance that permits companies to

partially
defer the guidance for one year for nonfinancial assets and liabilities that are

recognized or disclosed at fair value in the statement of financial condition on

nonrecurring basis The Company elected to defer the adoption of the guidance for

2008 for nonfinancial assets and liabilities that are recognized or disclosed at fair value

in the statement of financial condition on nonrecurring basis and adopted this

guidance on January 2009 on prospective basis The adoption of the guidance for

fair value measurements did not have material effect on the accompanying statement

of financial condition



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Recently Adopted Accounting Pronouncements Continued

On January 2009 the Company adopted the new standard for uncertainty in income

taxes The Company is required to apply the more likely than not threshold to the

recognition and derecognition of tax positions The standard also provides guidance on

the measurement of tax positions balance sheet classification interest and penalties

accounting in interim periods disclosures and transition Adoption of the standard did

not impact the Companys statement of financial condition

Revenue Recognition

Securities transactions and related revenues are recorded in the statement of financial

condition on trade-date basis Interest income is recorded on accrual basis

Cash and Cash Equivalents

Cash equivalents include short-term highly liquid investments such as money market

investments The Companys management considers all highly liquid investments

purchased with an original maturity of 90 days or less to be cash equivalents

Securities Owned and Securities Sold Not Yet Purchased

Securities owned and securities sold not yet purchased are valued at fair value Fair

value is generally based on the last quoted price as of the end of the year If
security

did not trade on such day the value is based upon quoted prices by unaffiliated market

makers that
regularly

trade similar securities The
resulting

difference between cost and

market is included in current income At December 31 2009 securities owned and

securities sold not yet purchased consisted of fixed-income debt securities and

amounted to $7293102 and $4161238 respectively

Property and Equipment

Property and equipment are recorded at cost Depreciation is calculated over the

estimated useful lives of the assets under the straight-line method For leasehold

improvements amortization is provided over the shorter of the estimated useful life or

the lease term

Income Taxes

As limited liability company the Company is treated as partnership for income tax

purposes Accordingly no provision for has been made for Federal or state income

taxes since the taxable income or loss of the Company is included in the returns of the

members The Company is subject to local unincorporated business taxes in the

jurisdiction
in which it operates



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

Subsequent Events

In May 2009 the FASB issued guidance related to subsequent events which was

primarily codified into FASB ASC 855 Subsequent Events This guidance establishes

general standards of accounting for and disclosure of events that occur after the date of

the statement of fmancial condition but before the statement of financial condition is

issued In particular the guidance sets forth the period after the date of the

statement of fmancial condition during which management of reporting entity should

evaluate events or transactions that may occur for potential recognition or disclosure

the statement of fmancial condition the circumstances under which an entity
should

recognize events or transactions occurring after the date of the statement of fmancial

condition in its statement of fmancial condition and the disclosures that an entity

should make about events or transactions that occurred after the date of the statement

of fmancial condition

ASC 855 is effective for interim or annual periods ending after June 15 2009 and is to

be applied prospectively The Company adopted ASC 855 as of December 31 2009

The Company has evaluated all events or transactions that occurred after December 31

2009 up through the date that the statement of fmancial condition was available to be

issued on February 24 2010

NOTE DUE FROM CLEARINGBROKER

Due from clearing broker includes proceeds from securities sold short net receivables

and payables on securities transactions and deposits with the clearing
broker Proceeds

related to securities sold not yet purchased are restricted until the securities are

purchased The Companys clearing operations are provided by one broker The
clearing

broker has the right to charge the Company for any losses that result from customers

failure to complete the security transactions

NOTE SECURITIES OWNED AND SECURITIES SOLD BUT NOT PURCHASED

Securities owned may be pledged to the clearing
brokers on terms that permit the

clearing
brokers to sell or re-pledge the securities to others subject to certain

limitations

NOTE FAIR VALUE MEASUREMENTS

FASB ASC 820 Fair Value Measurements and Disclosures establishes framework

for measuring fair value That framework provides fair value hierarchy that prioritizes

the inputs to valuation techniques used to measure fair value The hierarchy gives
the

highest priority to unadjusted quoted prices in active markets for identical assets or

liabilities Level measurements and the lowest priority to unobservable inputs Level

measurements Categorization within the valuation hierarchy is based upon the

lowest level of input that is significant to the fair value measurement Valuation

techniques used need to maximize the use of observable inputs and minimize the use of

unobservable inputs Under the new standard fair value is defmed as the exit price or

the amount that would be received to sell an asset or transfer liability in an orderly

transaction between market participants as of the measurement date



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE FAIR VALUE MEASUREMENTS CONTINUED

Investments recorded in the statement of financial condition are categorized based on

the inputs to valuation techniques as follows

Level These are mvestments where values are based on unadjusted quoted

prices for identical assets in an active market the Company has the ability to

access The investments are exchange-traded equity and over-the-counter

securities

Level These are investments where values are based on quoted prices in markets

that are not active or model inputs that are observable either directly or indirectly

for substantially
the full term of the investments These investments would be

comprised of less liquid restricted securities and warrants that trade less

frequently

Level These are investments where values are based on prices or valuation

techniques that require inputs that are both unobservable and significant to the

overall fair value measurement These inputs reflect assumptions of management

about the assumptions market that participants
would use in pricing the

investments

Managements assessment of the significance of particular input to the fair value

measurement in its entirety requires judgment and considers factors specific to the

investment At December 31 2009 substantially
all of the securities owned and

securities sold not yet purchased consisted of fixed-income debt instruments and are

considered to be Level

The changes in investments measured at fair value for which the Company has used

Level inputs to determine fair value are as follows

December 31 2008

Securities owned 5880000

Securities sold not yet purchased 8.489.348

Net securities positions 2.609348

Balance December 31 2008 2609348
Purchase sales net 9676041

Realized and unrealized gains net 3.934829

Balance December 31 2009 3.131.864

December 31 2009

Securities owned 7293102

Securities sold not
yet purchased 4.161.238

Net securities positions 3131864

Changes in unrealized gains losses mcluded in earnings

related to investments still held at reporting date 509.247



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The subordinated borrowings are covered by agreements approved by FINRA and are

thus available in computing net capital under the SECs Uniform Net Capital Rule

Borrowings under subordinated agreements expire on November 30 2010 and bear

interest at rates 8% per annum To the extent that such borrowings are required for the

Companys continued compliance with mimmum net capital requirements they may not

be repaid Interest expense on these subordinated borrowing amounted to

approximately $498000 during the
year

ended December 31 2009

NOTE 10 OFF -BALANCE-SHEET RISK

Pursuant to clearance agreement the Company introduces all of its securities

transactions to its clearing broker on fully-disclosed basis Also all of the customers

money balance and long and short
security positions are carried on the books of the

clearing broker In accordance with the clearance agreement the Company has agreed

to indemnify the clearing broker for losses if any which the clearing broker may sustain

from carrying securities transactions introduced by the Company In accordance with

industry practice
and regulatory requirements the Company and the

clearing broker

monitor collateral on the customers accounts

In the normal course of business the Companys customer activities involve the

execution settlement and financing of various customer securities transactions These

activities may expose the Company to off-balance-sheet risk in the event the customer

or other broker is unable to fulfill its contracted obligations and the Company must

purchase or sell the financial instrument underlying the contract at loss

Securities sold not yet purchased are recorded as liabilities in the statement of financial

condition and have market risk to the extent that the Company in satisfying its

obligation may be required to purchase securities at higher value than that recorded in

the statement of financial condition

NOTE 11 CONCENTRATION OF CREDIT RISK

The Company maintains its cash in financial institutions in accounts that at times may
exceed federally insured limits The Company has not experienced any losses in such

accounts and believes its is not subject to any significant credit risk on cash

Substantially all of the Companys cash is held in accounts at major financial

institution and therefore is subject to the credit risk of the financial institution

Substantially all of the Companys due from clearing brokers and securities owned are

held at its clearing brokers and are therefore subject to the credit risk of the clearing

broker

NOTE 12 RELATED PARTY TRANSACTIONS

As more fully described in Note the Company is indebted for borrowing that is

subordinated to the claims of other creditors The debt is payable to the members The

Company incurred interest on the subordinated borrowing of approximately $498000

during the year which is included in the statement of operations At December 31

2009 accounts payable and accrued expenses includes $83000 in unpaid interest on this

obligation



SUMMIT SECURITIES GROUP LLC
Limited Liability Company

NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31 2009

NOTE 13 INCOME TAXES

The Company files its income tax returns with the Internal Revenue Service New York

State and New York City The Company also pays an annual franchise tax to the state

of Delaware The Company was formed in 2007 Thus all returns that were filed remain

subject to examination


