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OATH OR AFFIRMATION

James Paddon
swear or affirm that to the best of

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

Surge Trading Inc as

of December 31 20 09 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

NotaPuLNeNYO 1h1
Qualified lnftçings county Signature

No 0116166711

MyCommssIoExplresO5.212O11

Chief Finanal Officer

This report contains check all applicable boxes

Facing Page

EEI Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 5c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and

the Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

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

of consolidation

IEI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing 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 240.1 7a-5e3



Surge Trading Inc

Statement of Financial Condition

December 31 2009

Contents

Report of Independent Registered Public Accounting Firm

Statement of Financial Condition

Notes to Statement of Financial Condition



EIIERNSTYOUNG
New York New York 10036 6530

Tel 212 773 3000

Report of Independent Registered Public Accounting Firm

To the Board of Directors

Surge Trading mc

We have audited the accompanying statement of financial condition of Surge Trading Inc the

Company as of December 31 2009 This statement of financial condition is the responsibility

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

financial condition based on our audit

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

States 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 We were not

engaged to perform an audit of the Companys internal control over financial reporting Our

audit included 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 and

evaluating the overall statement of financial condition presentation We believe that our audit

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 Surge Trading Inc at December 31 2009 in

conformity with U.S generally accepted accounting principles

April 30 2010

member firm of Ernst Young Global Limited



Surge Trading Inc

Statement of Financial Condition

December 31 2009

Assets

Cash 4595982

Receivables from brokers and dealers 21013

Due from Clearing Agent 2053990

Securities owned held at clearing broker at fair value 695287

Goodwill 3885449

Fixed assets net of accumulated depreciation of $457201 2811377

Intangible assets net of accumulated amortization of $1163333 10136667

Prepaid expenses and other assets 384291

Total assets 24584056

Liabilities and stockholders equity

Liabilities

Accounts payable and accrued expenses 1002639

Securities sold not yet purchased at fair value 742780

Capitalized lease payable 174840

Contingent Barnout Liability at fair value 15967719

Other liabilities 125254

18013232

Subordinated loan 5000000

Total stockholders equity 1570824

Total liabilities and stockholdersequity 24584056

See accompanying notes



Surge Trading Inc

Notes to Statement of Financial Condition

December 31 2009

Organization and Basis of Presentation

Surge Trading Inc the Company is Delaware corporation formed on April 29 2009 The

Company is the successor to Castor Pollux Securities LLC Delaware limited liability

company The Company is broker-dealer registered under Section 15 of the Securities

Exchange Act of 1934 and is member of the Financial Industry Regulatory Authority

FINRA and the Securities Investor Protection Corporation

The Company is an electronic market maker in over 2200 cash securities traded on exchanges in

the United States and its clients are exclusively other broker-dealers that use the Companys
market making services The Company clears all of its securities transactions on fully disclosed

basis through clearing broker BNY Convergex Execution Solutions LLC the Clearing

Agent

Summary of Significant Accounting Policies

Basis of Presentation

The Companys statement of financial condition has been prepared in accordance with U.S

generally accepted accounting principles GAAP
In July 2009 the Financial Accounting Standards Board FASB issued the FASB Accounting

Standards Codflcation and the Hierarchy of Generally Accepted Accounting Principles the

Codification The Codification became the single source for all authoritative GAAP

recognized by the FASB and is effective for the Companys current year end The Codification

changes the organization and referencing of financial accounting and reporting standards and

certain references in these financial statements use the Codification referencing system

prescribed by the FASB

Use of Estimates

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

generally accepted in the United States requires management to make estimates and assumptions

that affect amounts reported in the statement of financial condition and accompanying notes

Management believes that the estimates utilized in preparing the statement of financial condition

are reasonable Actual results could differ from these estimates



Surge Trading Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies continued

Cash

As of December 31 2009 all cash was held at one financial institution and is insured up to

$250000 by the Federal Deposit Insurance Corporation

Securities Owned and Securities Not Yet Purchased

Securities owned and securities not yet purchased are recorded on trade date and are recorded at

fair value in accordance with FASB ASC 820 Fair Value Measurement and Disclosures

Fixed Assets

Fixed assets are recorded at historical cost net of accumulated depreciation and amortization

Depreciation and amortization are computed on straight-line basis over the estimated useful

economic life as follows

Computers and IT equipment 1-5 years

Software years

Telecommunications equipment years

Leasehold improvements Lesser of term of the lease or estimated useful life

Goodwill and Intangible Assets

Goodwill represents the excess of purchase price and related costs over the fair value assigned to

the identifiable tangible and intangible assets acquired and liabilities assumed The Company

applies the provisions of ASC 350 Intangibles Goodwill and Other formerly SFAS No 142
which requires that goodwill and intangible assets with an indefinite useful life to be tested for

impairment annually or when an event occurs or circumstances change that signify the existence

of impairment Other intangible assets are amortized on straight-line basis over their useful

lives and as required by ASC 360 Property Plant and Equipment formerly SFAS No 144
are tested for recoverability whenever events indicate that the carrying amounts may not be

recoverable



Surge Trading Inc

Notes to Statement of Financial Condition continued

December31 2009

Summary of Significant Accounting Policies continued

Income Taxes

The Company accounts for income taxes under the asset and liability method which requires

among other things that deferred income taxes be provided for temporary differences between

the tax bases of the Companys assets and liabilities and their financial statement reported

amounts In addition deferred tax assets are recorded for the future benefit of utilizing net

operating losses valuation allowance is provided against deferred tax assets unless it is more

likely than not that they will be realized

The Company follows the provisions of FASB Interpretation No 48 Accounting for

Uncertainty in Income Taxes FIN 48 interpretation of ASC 740 Income Taxes formerly

SFAS No 109 Accounting for Income Taxes FiN 48 requires that the Company determine

whether tax provision is more likely than not to be sustained upon examination including

resolution of any appeals or litigation processes based upon the technical merits of the position

Once it is determined that position meets this recognition criteria the position is measured to

determine the amount of benefit to be recognized in the financial statements

Fair Value of Financial Instruments

The fair value of the Companys assets and liabilities which qualify as financial instruments

approximates the carrying amounts presented in the statement of financial condition

Stock Based Compensation

The Company accounts for its stock-based employee compensation agreements in accordance

with the provisions of Accounting for Stock Options and Other Stock Based Compensation

ASC 718 formerly SFAS No 123

Due From Clearing Agent

The Company maintains clearing deposit and margin requirement with the Clearing Agent The

minimum net margin requirement is revalued daily based upon securities held at the close of

business At December 31 2009 the Company had clearing deposit of $1000442 and

margin deposit of $1053548 posted with the Clearing Agent which is included in due from

Clearing Agent on the statement of financial condition



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

Fair Value Measurement

In accordance with FASBs authoritative guidance FASB ASC 820 on Fair Value

Measurements and Disclosures formerly Statement of Financial Accounting Standards

SFASNo 157 the Company discloses the fair value of its investments in hierarchy that

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

the highest priority to valuations based upon unadjusted quoted prices in active markets for

identical assets or liabilities level measurements and the lowest priority to valuations based

upon unobservable inputs that are significant to the valuation level measurements This

guidance provides three levels of the fair value hierarchy as follows

Level Inputs that reflect unadjusted quoted prices in active markets for identical assets or

liabilities that the Company has the ability to access at the measurement date

Level Inputs other than quoted prices that are observable for the asset or liability either

directly or indirectly including inputs in markets that are not considered to be active

Level Prices or valuations that require inputs that are both significant to the fair value

measurement and unobservable

financial instruments level within the fair value hierarchy is based upon the lowest level of

any input that is significant to the fair value measurement The Company considers observable

data to be market data which is readily available regularly distributed or updated reliable and

verifiable not proprietary and provided by independent sources that are actively involved in the

relevant market

Securities owned and securities sold not yet purchased will generally be classified within Level

of the fair value hierarchy because they are valued using quoted market prices or broker or

dealer quotations with reasonable levels of price transparency



Surge Trading Inc

Notes to Statement of Financial Condition continued

Fair Value Measurement continued

December 31 2009

The following is summary of the financial assets and liabilities carried

December 31 2009 classified into levels within the fair value hierarchy

at fair value as of

Financial assets Level Level Level

Securities owned

Total financial assets at fair value

695287

695287

Securities sold not yet purchased

Contingent Earnout Liability

Total financial liabilities at fair value

742780

742780

15967719

$15967719

Asset Purchase Transaction

On April 29 2009 Castor Pollux Securities Inc the Acquirer and the trustee for the

liquidation of the business of Bernard Madoff Investment Securities LLC the Trustee
entered into an asset purchase agreement the Agreement to acquire certain tangible and

intangible assets Purchased Assets from the Trustee The transaction was completed on June

17 2009 The transaction was accounted for as an acquisition of business under FASB ASC

805 Business Combinations ASC 805 formerly known as SFAS 141R The Agreement

requires that the Company make payments to the Trustee consisting of an initial payment of

$1000000 at closing and quarterly contingent payments the Contingent Earnout Liability

totaling no more than $24500000 based on percentage of the Companys trading revenue

through December 31 2013 In connection with this transaction the Company identified

$11300000 of intangible assets comprising market making technology platform and customer

lists Goodwill of $3885449 was recognized as result of the transaction

Intangible assets as of December 31 2009 are comprised as follows

Intangible assets

Accumulated amortization

Intangible assets net

11300000

1163333
10136667

Financial liabilities Level Level Level



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

Asset Purchase Transaction continued

The Purchased Assets also included fixed assets having fair value of $2500000 See Note

Pursuant to FASB ASC 805 the Contingent Earnout Liability is recorded on the statement of

financial condition at fair value based on the Companys periodic estimates of future trading

revenue

Fixed Assets

At December 31 2009 fixed assets are comprised of the following

Computers IT equipment and software

Leasehold improvements

Telecommunications equipment

Total fixed assets cost

3089168

25000

154410

3268578

Accumulated depreciation and amortization

Total fixed assets net

Commitments and Contingencies

457201
$2811377

The Company has several noncancelable operating leases primarily for office space which

expire at various dates through 2012 These leases require the Company to pay all executory

costs such as maintenance and insurance The Company also has one capital lease for computer

equipment

Future minimum lease payments under noncancelable operating and capital leases are as follows

Years ending December 31

2009

2010

2011

2012
__________________________

Total minimum lease payments ____________________________

Operating

Leases

Capital

Lease

765814 315098

1327542 108183

1332534 66657

169110

3595000 489938



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

Income Taxes

The Company is taxed as corporation under subchapter of the Internal Revenue Code

IRC of 1986 as amended As such it files corporate income tax return for federal state and

local purposes The Company reports under Article 9A for New York State purposes and under

the General Corporation Tax GCT for New York City purposes The Company accounts for

income taxes in accordance with ASC 740 Income Taxes which prescribes an asset and liability

approach to accounting for taxes that requires the recognition of deferred tax assets and liabilities

for the expected future tax consequences of events that have been recognized in the financial

statements or tax returns In estimating future tax consequences ASC 740 generally considers all

expected future events other than future enactment of changes in the tax law or rates

The components of the Companys net deferred tax asset at December 31 2009 are as follows

dollars in thousands

Deferred tax asset 6895352

Deferred tax liability 756270
6139082

Valuation allowance 6139082

Net deferred tax asset

The deferred tax asset relates primarily to net operating loss carryforwards and fixed assets The

deferred tax liability relates primarily to amortization of intangible assets valuation allowance

is provided against DTA unless it is more likely than not that they will be realized

As of December 31 2009 the Company determined that it has no material uncertain tax

positions interest or penalties as defined within FiN 48 and accordingly management has

concluded that no additional FIN 48 disclosures are required

The Company does not have any material unrecognized tax benefits The Company does not

believe that it is reasonably possible that the total unrecognized tax benefits will significantly

increase within the next 12 months



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

Long-term Financing Arrangement

On October 28 2009 the Company entered into subordinated loan agreement with Fairhaven

Capital Partners L.P Fairhaven its majority shareholder in the amount of $5000000 the

Subordinated Loan The Subordinated Loan bears interest at rate of 10% per annum

through maturity on September30 2013 This loan has been accepted by FIINRA as qualifying

equity subordination for regulatory net capital purposes

Capital Transactions

The Company issued 2800000 shares of common stock to its founders upon its conversion from

limited liability company on April 29 2009 of which 2240000 shares were subject to

restriction In 2009 the Company issued 333333 shares of common stock to vendor in

exchange for services rendered to the Company Also in 2009 the Company issued 1960000

shares of restricted common stock to members of its executive management team however

because the shares may be surrendered to the Company in exchange for cancellation of certain

promissory notes see Note 10 below they are not presented as outstanding on the Companys
statement of financial condition in advance of the promissory notes being paid

On April 30 2009 the Company issued 10500000 shares of Series Preferred Stock The

Series Preferred has an 8% cumulative dividend and is redeemable at the option of the holder

on or after April 30 2014 The liquidation value of these shares is $31875256 as of December

31 2009

10 Stock Options Restricted Stock and Deferred Compensation

On April 30 2009 the stockholders formally approved the 2009 Stock Option and Grant Plan

the Plan which authorizes the Compensation Committee the Committee of the Board of

Directors the Board to grant incentive stock options or restricted stOck to employees and

non-qualified stock options to employees directors and consultants of the Company

10



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

10 Stock Options Restricted Stock and Deferred Compensation continued

Under the terms of the Plan the Board authorized and reserved 3200000 shares of the

Companys common stock for issuance Options to purchase common stock of the Company

expire no later than ten years from the grant date and vesting is established at the time of grant

with options generally vesting over four years During 2009 the Company granted total of

760500 common stock options under the Plan to employees and one director All of the options

have an exercise price of $0.40 per share term of 10 years and which vest over four-year

period from the hire date of the employee or service inception date of the director As of

December 31 2009 none of the options had been canceled or forfeited

The Companys assumptions for valuing its stock options using the Black-Scholes Options

Pricing Model are

Dividend yield 0.0%

Expected volatility 60.0%

Risk-free interest rate 2.6%

Expected life in years 7.0

During 2009 the Company issued 1960000 shares of restricted common stock to members of

its executivemanagement teamin exchange for full payment of the shares totaling $784000 for

which the Company received guarantee of payment upon exercise In exchange the Company

has obtained executed non-recourse promissory notes in the amount of $784000 having six

year-term and bearing interest at per annum However because the recipients may surrender

the shares at any time in full satisfaction of their promissory notes the Company accounts for the

restricted stock and promissory notes as if they were stock options with an increasing strike

price The shares vest over four years

The Companys assumptions for valuing this restricted stock using the Black-Scholes Options

Pricing Model are

Dividend yield 0.0%

Expected volatility 60.0%

Risk-free interest rate 2.4%
Expected life in years 4.2

The negative risk free interest rate is used to reflect the impact of the effective increase in the

strike price caused by the interest accrual on the promissory notes

11



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

11 Net Capital Requirements

As U.S registered broker-dealer the Company is subject to the SECs Uniform Net Capital

Rule 5c3 -1 the Rule which requires the maintenance of minimum net capital and ratio of

aggregate indebtedness to net capital not to exceed 15 to As of December 31 2009 the

Company was not in compliance with its net capital requirement due to new accounting

requirements of ASC 805 which became effective in 2009 requiring the Company to record

upfront the fair value of all future contingent earnout payments through 2013 based on its bets

estimate of the future net trading profits for that period The Companys net capital computed

under the Rule was $10659976 at December 31 2009 which was below the required net

capital of $1139708 by $11799684 Since the Companys net capital on December 31 2009

was negative the ratio of aggregate indebtedness to net capital was not meaningful On April 23

2010 see Note 12 the Company entered into series of transactions that corrected the net

capital deficiency

12 Subsequent Events

On January 2010 the Company repurchased 2240000 shares of common stock and restricted

common stock from founding shareholder The purchase price for the shares was $851200

and the shares were returned to Treasury At the time of repurchase the Company recognized

$510509 of deferred compensation expense related to unamortized deferred compensation on

the restricted shares The Company agreed to make payment for the shares in three equal

installments and the first payment was made in January 2010 The Company is withholding

payment of the remaining installments pending resolution of the matter discussed in the

following paragraph as it believes it may rely on indemnifications made by the founding

shareholder to offset any costs and liabilities arising from the matter

In February 2010 the Company received notice froman individual making non-specific claims

and allegations that he was owed compensation for certain unspecified services he had

performed for corporate predecessor to the Company and threatening litigation As of the date

of these financial statements no such litigation has been commenced by the individual or by the

Company The Company believes the allegations to be entirely without merit and plans to

vigorously defend itself against the allegations The Company also believes that it may rely on

third parties who have indemnified it from such claims However there can be no assurance that

the Company will prevail in any such litigation that any indemnity will be received or if

received will be sufficient to cover losses or settlements of the litigation or that such litigation

or the defense thereof would not have material impact on the companys future cash flows net

income or capital

12



Surge Trading Inc

Notes to Statement of Financial Condition continued

December 31 2009

12 Subsequent Events continued

In March 2010 the Company sold 1750000 shares of newly issued Series Preferred stock to

Fairhaven for an aggregate purchase price before expenses of $2800000

On April 23 2010 the Company closed the First Closing an investment of $10400002

before expenses selling 5698834 shares of newly issued Series Preferred Stock to

investment funds the Funds associated with venture capital firm The First Closing was the

initial portion of planned investments from the Funds totaling $15000000 the Company intends

to close on the remaining amount once it and the Funds receive FINRA approval for the

subsequent investment Simultaneous with the First Closing Fairhaven exchanged the

Subordinated Loan and accrued and unpaid interest thereon for 3274829 shares of Series

Preferred Stock The Series Preferred has an 8% cumulative dividend and is redeemable at the

option of the holder on or after April 22 2015 As result of the First Closing the redemption

date on the Series Preferred Stock was extended to that same date

On the same day as the First Closing but subsequent to it the Company entered into series of

transactions the Reorganization that had the effect of transferring the Companys broker

dealer activities and related brokerdealer assets and liabilities to newly formed wholly

owned subsidiary of the Company The entire proceeds of the First Closing were transferred into

the subsidiary via the Reorganization As result of the Reorganization the Company was

renamed Surge Trading Group Inc the Companys broker dealer subsidiary was named Surge

Trading Inc and the broker dealer subsidiary came back into compliance with the Net Capital

Rule

13
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With Report of Independent Registered Public Accounting Firm

Filed Pursuant to Rule 17a-5e under the Securities and Exchange Act

of 1934 as PUBLIC document

copy of the report of independent registered public accounting firm on internal control

is currently available for inspection at the principal office of the Securities and Exchange

Commission in Washington D.C and the New York regional office of the Securities and

Exchange Commission the region in which Surge Trading Inc has its principal place of

business



1111111

LII ERNSTYOUNG
New York New York 10036 6530

Tel 212 773 3000

Supplementary Report of Independent Registered Public Accounting

Required by SEC Rule 17a-5g1
ection

MAY 062010
The Board of Directors of Surge Trading Inc

Washington DC
In planning and performing our audit of the financial statements of Surge TfrtOling Inc the

Company as of and for the year ended December 31 2009 in accordance with auditing

standards generally accepted in the United States we considered its internal control over

financial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we

do not express an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities The study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness and net capital under Rule 7a-

3a1 and for determining compliance with the exemptive provisions of Rule 15c3-3 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 followed by the

Company including any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation 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 SECs 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

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

member firm of Ernst Young Global Limited



Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud 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

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect and correct misstatements on timely basis significant deficiency is

deficiency or combination of deficiencies in internal control that is less severe than material

weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the entitys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and was not designed to identify all deficiencies in internal control that might

be deficiencies significant deficiencies or material weaknesses and therefore there can be no

assurance that all deficiencies significant deficiencies or material weaknesses have been

identified However we identified the following deficiencies in internal control that we consider

to be material weaknesses as defined above These deficiencies were considered in determining

the nature timing and extent of the procedures performed in our audit of the financial statements

as of and for the year ended December 31 2009 and these deficiencies do not affect our report

on the financial statements of the Company dated April 30 2010 The Company did not

accurately record certain significant business purchase and share based compensation

transactions including their related tax impacts on timely basis The Company was not in

compliance with the net capital requirements from June 17 2009 through December 31 2009

The Company has represented that it has subsequently remediated the conditions causing the net

capital deficiency and as of April 23 2010 was in compliance with the net capital requirements

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 material

inadequacy for such purposes Based on this understanding and on our study except for the

matter described above which we believe to be material inadequacy we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2009 to meet the SECs objectives

member firm of Ernst Young Global Limited



FRNST YOUNG

This report is intended solely for the information and use of the Board of Directors management

the SEC FINRA and other regulatory agencies that rely on Rule 17a-5g 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

April 30 2010

member firm of Erost Younq Global Limited
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Supplementary Report of Independent Registered Public Accounting Firm on

Applying Agreed-Upon Procedures

SEC Mail Processing

Section

The Board of Directors MAY ZUUJ

Surge Trading Inc

Washington DC
We have performed the procedures enumerated below which were agreed to bWanagement of

Surge Trading Inc the Securities Investor Protection Corporation SIPC the Securities and

Exchange Commission and the Financial Industry Regulatory Authority in accordance with

Rule 17a-5e4 of the Securities Exchange Act of 1934 We performed the procedures solely

to assist the specified parties in evaluating Surge Trading Inc.s compliance with the applicable

instructions of the Transitional Assessment Reconciliation Form SIPC-7T for the period from

April 2009 through December 31 2009 Surge Trading Inc.s management is responsible for

Surge Trading Inc.s compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by the American

Institute of Certified Public Accountants The sufficiency of these procedures is solely the

responsibility of those parties specified in this report Consequently we make no representation

regarding the sufficiency of the procedures described below either for the purpose for which this

report has been requested or for any other purpose

The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7T with respective cash

disbursement records noting agreement without exception

Compared the amounts derived from the FOCUS or amended FOCUS reports for the

fiscal period April 2009 through December 31 2009 as applicable with the amounts

reported in Form SIPC-7T for the period from April 2009 through December 31 2009
noting agreement without exception

Compared any adjustments reported in Form SIPC-7T with supporting schedules and

working papers noting agreement without exception

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related supporting schedules and working papers supporting the adjustments noting

agreement without exception

Compared the amount of any overpayment applied to the current assessment with the

Form SIPC-7T on which it was originally computed and noted no overpayment

member firm of Ernst Young Global Limited



1IERNSTYOUNG

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance with the applicable instructions of the Transitional

Assessment Reconciliation Form SIPC-7T for the period from April 2009 through December

31 2009 Accordingly we do not express such an opinion Had we performed additional

procedures other matters might have come to our attention that would have been reported to

you

This report is intended solely for the information and use of the specified parties listed above and

is not intended to be and should not be used by anyone other than these specified parties

LLP

April 30 2010

member firm of Erest Young Global Limited
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