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Affirmation

Catherine OConnor affirm that to the best of my knowledge and belief the accompanying

statement of financial condition pertaining to Creditex Securities Corporation the Company as

of December 31 2010 is true and correct further affirm that neither the Company nor any

principal or director has any proprietary interest in any account classified solely as that of

customer

Catherine OConnor

President Chief Compliance Officer

Financial and Operations Principal

Notary Public Li

MICHAEL DiSTEPIIAN

Notary Public State of New York

No 02D16071104

Qualified In Nassau County
Commission Expires March 11 2OLf
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Statement of Financial Condition

As of December 31 2010
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Report of Independent Registered Public Accounting Firm

Management

Creditex Securities Corporation

We have audited the ccompanymg statement of financial condition of Creditex Securities

Corporation the Compar as of December 31 2010 This statement of financial condition is the

responsibility of the Companys manageme it Our responsibility is to express an opinion on this

statement of financial cor dition 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 perfbrm 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 considerat on of internal control over financial reporting as basis for designing audit

procedures that are approur ate in the circumstances but not for the purpose of expres ing an opinidu

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 beliee 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 oosmtion of Creditex Securities Corporation at December 31 2010 in

conformity with US generally accepted accounting principles

LLP

May 10 2011

I1O 7214



Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Statement of Financial Condition

December 31 2010

Assets

Cash and cash equivalents 11281910

Receivable from clearing broker 150447

Accounts receivable net 156216

Deferred tax assets 137978

Other assets 372346

Total assets 12098897

Liabilities and stockholders equity

Liabilities

Accounts payable and accrued expenses 324878

Due to affiliate 5951989

Total liabilities 6276867

Stockholders equity

Common stock par value $0.01 authorized issued and

outstanding 44000000 shares 440000

Additional paid-in capital 1850000

Retained earnings 3532030

Total stockholders equity 5822030

Total liabilities and stockholders equity 12098897

See accompanying notes
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Notes to Statement of Financial Condition

December 31 2010

Organization and Description of Business

Creditex Securities Corporation the Company is registered as broker-dealer in securities

under the Securities Exchange Act of 1934 and is member of the Financial Industry Regulatory

Authority FINRA The Company brokers fixed income securities transactions between

financial institutions and assists in credit event auctions to process settlement of credit derivative

trades following corporate default The Company is wholly-owned subsidiary of CreditTrade

Inc which is wholly-owned subsidiary of Creditex Group Inc CGI

Pursuant to an acquisition that closed on August 29 2008 CGI became wholly-owned

subsidiary of the IntercontinentalExchange Inc ICE publicly-traded company listed on the

New York Stock Exchange NYSE ICE The Company elected not to reflect any purchase price

adjustments from the transaction with ICE in the accompanying statement of financial condition

The Company in connection with its activities as broker-dealer does not hold funds or

securities for customers Accordingly the Company is exempt from SEC Rule 15c3-3 pursuant

to provision k2ii of such rule

Explanatory Note

As described in Note the Company was guarantor of the debt of its ultimate parent

IntercontinentalExchange Inc during 2010 Under the provisions SEC Rule 15c3-l this

guarantee should have been included in the Companys computation of net capital as of

December 31 2010 which is included as supplemental schedule to these financial statements

The Company did not include such guarantee in its computation of net capital in the previously

issued December 31 2010 financial statements and has therefore restated these financial

statements to include the impact of the guaranty on the net capital computation

The inclusion of the guarantee in the net capital computation causes the ratio of aggregate

indebtedness to exceed net capital as described more fully in Note The Company is subject to

possible penalties as result of this deficiency ICE amended the related debt agreements on

May 2011 to remove the Company as guarantor of the ICE debt
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies

Basis of Presentation The statement of financial condition and accompanying notes are

prepared in accordance with accounting principles generally accepted in the U.S U.S GAAP

Securities Transactions Commission revenue is earned from the brokering of liquid fixed

income securities between financial institutions These securities are either cleared through our

clearing broker or are directly settled between the counterparties Commission revenue arising

from these activities is recognized when both parties to the trade the buyer and seller confirm

agreement of terms which occurs on the date the trade is executed

For cleared securities due to the nature of the settlement process and the liquidity of the

brokered securities management believes the risk of incurring liability as result of

counterparty default to be remote The Company maintains deposit of $250000 with its

clearing broker as collateral against this risk Such amount is recorded in other assets in the

accompanying statement of financial condition

Credit Event Auctions The Company hosts credit event auctions which provide means to

ensure fair efficient and transparent process for settlement of credit derivative trades following

corporate default The auctions were developed with Markit Group Limited in close

cooperation with the International Swaps and Derivatives Association ISDA and major credit

derivative dealers Credit event auction fees are earned for such services and are recognized as

revenue when the auction is successfully completed

Use of Estimates The preparation of financial statements in conformity with U.S GAAP

requires the Companys 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 Estimates also affect the reported amounts of expenses during the

reporting period Actual amounts could differ from those estimates

Receivables Receivables from clearing broker represent commissions earned from securities

transactions not yet received by the Company from the clearing broker Accounts receivable

consists primarily of service fees earned from credit event auctions and are due from ISDA

Management performs periodic credit evaluations of its customers financial condition and

generally does not require collateral Estimated credit losses are recorded as an allowance against

accounts receivable and are based on managements estimates as result of its evaluation of the
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Notes to Statement of Financial Condition continued

Summary of Significant Accounting Policies continued

collectability
of accounts receivable based on customer financial condition economic

conditions and other factors The allowance recorded is not material as of December 31

2010 Accounts are written off when deemed uncollectible by management The Company

historically has not experienced material credit losses

Cash and Cash Equivalents Cash and cash equivalents includes cash on hand as well as

money market funds which invest in high quality short-term securities that are issued or

guaranteed by the U.S government or agencies Interest earned from money market funds is

recorded on an accrual basis

Financial Instruments The carrying amounts of accounts receivable accounts payable

other assets accrued expenses and other short-term assets and liabilities approximate their

fair values based on their short-term nature

Concentration of Credit Risk significant portion of the Companys commission revenues

are generated from several large U.S.-based customers All of the Companys credit event

auction revenues are from one customer as is the related receivable For the year ended

December 31 2010 approximately 46% of commission revenues were generated from the

Companys four largest fixed income customers Substantially all cash and cash equivalents are

held with one depository institution

Commitments and Contingencies

The Company did not have any ongoing lease commitments as of December 31 2010 as such

lease commitments reside with CGI

The Company is subject to legal proceedings and claims that arise in the ordinary course of

business However the Company does not believe that the resolution of these matters will have

material adverse effect on the Companys financial condition or liquidity It is possible however

that future results of operations for any particular period could be materially and adversely

affected by any new developments relating to the legal proceedings and claims
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Notes to Statement of Financial Condition continued

Commitments and Contingencies continued

During 2010 ICE entered into several new credit facilities that amended or replaced existing

ICE credit facilities Included in these new credit facilities was 364-day senior unsecured

revolving credit facility in the aggregate principal amount of $725.0 million and an aggregate

$400.0 million three-year senior unsecured term loan facility The Company was included as

subsidiary guarantor of the obligations of ICE under these credit facilities The terms of the

guarantee provide that upon an event of default by ICE the Company would be joint and

severally liable for all of the obligations of ICE under the facilities No events of default by ICE

occurred as of or subsequent to December 31 2010

Related Party Transactions

During the year ended December 31 2010 the Company incurred expenses of $2350446 for

rent insurance utilities professional fees personnel income taxes and other services in

accordance with the Management Services Agreement dated January 2009 between the

Company and CGI the Agreement Certain other expenses are recorded directly by the

Company At December 31 2010 the Company owed $5951989 to CGI for such expenses

Such amount includes $2398983 for 2009 and 2010 income taxes paid by CGI on behalf of the

Company Payment of this related party balance by the Company is not scheduled or provided

for under the Agreement and no interest is charged on the balance However the Company is

obligated to make payments at the discretion of CGI No payments were made to CGI during the

year ended December 31 2010 related to this Agreement Salaries and payroll taxes of certain

personnel of CGI directly involved in the operations of the Company were allocated based on

percentages as defined by the Agreement Salaries bonuses and benefits of registered

representatives of the Company were also allocated from CGI based on an estimated percentage

of fixed income revenue in relation to total revenues as defined by the Agreement

Net Capital Requirement

The Company is subject to the Uniform Net Capital Rule Rule 15c3-1 under the Securities

Exchange Act of 1934 which requires the maintenance of minimum net capital and requires that

the ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to The

Company is also subject to certain notification provisions of the rule relating to the withdrawal

of capital The Company has elected to use the basic method permitted by Rule 15c3-l which

requires that the Company maintain minimum net capital as defined equal to the greater of

$5000 or 62A% of aggregate indebtedness as defined
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Creditex Securities Corporation

Wholly-Owned Subsidiary of CreditTrade Inc

Notes to Statement of Financial Condition continued

Net Capital Requirement continued

At December 31 2010 the Company had net capital deficiency of $573862743 as compared

to its minimum required net capital of $418658 The Companys ratio of aggregate indebtedness

to net capital was negative as result of this net capital deficiency

Income Taxes

The Company is included in the consolidated federal state and local income tax returns filed by

ICE Income taxes reflected in the accompanying statement of financial condition is calculated as

if the Company filed separate income tax returns and are accounted for under the asset and

liability method Deferred tax assets and liabilities are recognized for the future consequences

attributable to differences between the financial statement carrying amounts of existing assets

and liabilities and their respective tax bases Deferred tax assets are also recognized for the future

consequences of net operating loss carry forwards Unless it is more likely than not that the

deferred tax asset will be realized valuation allowance is established

At December 31 2010 the Company had deferred tax assets of $137978 that were comprised

primarily of book-to-tax timing differences relating to deferred compensation and no valuation

allowance has been recognized against these deferred tax assets

Subsequent Events as restated

On May 2011 ICE amended the Credit Agreements to remove the Company as guarantor of

the Credit Agreements Subsequent to this amendment the Companys ratio of aggregate

indebtedness to net capital as of December 31 2010 would have been 1.35 to

The Company has evaluated subsequent events and determined that no events or transactions met

the definition of subsequent event for purposes of recognition or disclosure in the

accompanying statement of financial condition
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Ernst Young LLP

Assurance Tax Transactions Advisory

About Ernst Young

Ernst Young is global leader in assurance

tax transaction and advisory services

Worldwide our 144000 people are united by

our shared values and an unwavering commftment to

quality We make difference by helping our people our

clients and our wider communities achieve tqeir potential

For more information please visit www.ey.com

Ernst Young refers to the global organization

of member firms of Ernst Young Global Limited

each of which is separate legal entity

Ernst Young Global Limited UK company

limited by guarantee does not provide services

to clients This Report has been prepared by

Ernst Young LLP client serving member firm

located in the United States


