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OATH OR AFFIRMATION

Chad Thompson swear or affirm that to the best of

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

NDX Trading Inc

of September 30

as

20 11 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

Notary Public

This report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Il Statement of Changes in Financial Condition

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

IXI 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 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

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

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

IXI
report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Title

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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WIPFLI

Independent Auditors Report

Board of Directors

NDX Trading Inc

New Brighton Minnesota

We have audited the accompanying balance sheets of NDX Trading Inc as of September 30
2011 and 2010 and the related statements of income stockholders equity and cash flows for

the years then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange

Act of 1934 These financial statements are the responsibility of the Companys 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 Those standards require that we plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

includes examining on 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of NDX Trading Inc as of September 30 2011 and 2010 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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information contained in the schedule on page 12 is presented for

purposes of additional analysis and are not required part of the basic financial statements but

is supplementary information required by Rule 7a-5 under the Securities Exchange Act of

1934 Such information has been subjected to the auditing procedures applied in our audit 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 whole

Wipfli LLP

November 23 2011

St Paul Minnesota



NDX Trading Inc

Wholly Owned Subsidiary of NDX Holdings Inc

Balance Sheets

September 30 2011 and 2010

Assets 2011 2010

Cash $137310 $112185

Deposits with clearing organization 54937 54909

Receivable from clearing organization 5000 48314

Property and equipment- Net 29198 38363

Other assets 1382 1682

TOTAL ASSETS $227827 $255453

Liabilities and Stockholders Equity

Liabilities

Accounts payable 25277 35276

Other liabilities 13588 36993

Total liabilities 38865 72269

Stockholders equity

Common stock no par value

Authorized 10000 shares

Issued and outstanding 2000 shares 44225 44225

Additional paid-in capital 231 467 191 467

Accumulated deficit 86730 52508

Total stockholders equity 188962 183184

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY $227827 $255453

See accompanying notes to financial statements



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Statements of Income
Years Ended September30 2011 and 2010

2011 2010

Revenue

Commissions 1464031 1793011

Interest 261 904

Total revenue 1464292 1793915

Expenses

Employee compensation and benefits 217149 244098

Commissions 620511 868573

Occupancy 34739 41440

Clearance fees 180275 167734

Communications and data processing 280544 328048

Regulatory fees 738 9057

Legal and professional fees 89267 69637

Marketing and promotion 905

Otherexpenses 75291 103327

Totalexpenses 1498514 1832819

Net loss 34222 38904

See accompanying notes to financial statements



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Statements of Stockholders Equity
Years Ended September 30 2011 and 2010

Common Stock

Additional Paid-

In Capital

Common Stock

Retained

Earnings

Accumulated

Deficit

Total

Stockholders

EquityShares Amount

BalancesatOctoberl2009

Net loss

Capital contribution

Distributions to stockholders

2000 $44225 141467

50000

27396

38904

41000

213088

38904
50000

41000

Balances at September 30 2010

Net loss

Capital contribution

2000 44225 191467

40000

52508

34222

183184

34222
40000

BalancesatSeptember3o2011 2000 $44225 231467 86730 188962

See accompanying notes to financial statements



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Statements of Cash Flows

Years Ended September 30 2011 and 2010

2011 2010

Increase in cash

Cash flows from operating activities

Net loss 34222 38904

Adjustments to reconcile net loss to net cash used in

operating activities

Depreciation 9165 9543

Loss on disposal 638

Changes in operating assets and liabilities

Deposits with clearing organization 28 10043

Receivable from clearing organization 43314 14986

Other assets 300 1669

Accounts payable and accrued expenses 33404 127312

Total adjustments 19347 110519

Net cash used in operating activities 14875 149423

Cash flows from investing activities

Capital expenditures 1480

Net cash used in investing activities 480

Cash flows from financing activities

Cash contributions received 40000 50000

Cash distributions paid 41 000

Net cash provided byfinancing activities 40000 9000

Netchangeincash 25125 141903
Cash at beginning of year 112185 254088

Cashatendofyear 137310 $112185

See accompanying notes to financial statements



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Notes to Financial Statements

Note Summary of Significant Accounting Policies

Organization and Nature of Business

NDX Trading Inc the Company is registered as broker-dealer in securities

with the Securities and Exchange Commission under SEC Rule 5c3-3

k2ii which requires that all funds and securities belonging to the Companys
customers be handled by clearing broker-dealer The Company is wholly

owned subsidiary of NDX Holdings Inc the Parent

Use of Estimates in Preparation of Financial Statements

The preparation of the accompanying financial statements in conformity with

accounting principles generally accepted in the United States requires

management to make certain estimates and assumptions that directly affect the

results of reported assets liabilities revenue and expenses Actual results

may differ from these estimates

Revenue and Cost Recognition

Security transactions are recorded on trade date basis Commissions and

related clearing expenses are recorded on settlement date basis generally

the third business day following the transaction If materially different

commission income and expense are recorded on trade date basis

Reserve Requirement

The Company acts as an introducing broker and clears all transactions on

fully disclosed basis with clearing broker or dealer Therefore the Company
is exempt from the reserve requirements pursuant to SEC Rule 5c3-3



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Notes to Financial Statements

Note Summary of Significant Accounting Policies Continued

Income Taxes

On January 2007 the Company elected to be taxed under the provisions of

Qualified Subchapter Subsidiary of the Internal Revenue Code and

comparable state regulations Under these provisions the Companys assets

liabilities income deductions and credits are treated as those of the Parent

Corporation The Parent does not pay taxes on its taxable income nor is it

allowed net operating loss carry back or carryover as deduction Instead

the one stockholder reports on their personal income tax return their

proportionate share of the Companys taxable income or loss and tax credits

Advertising Costs

Advertising costs are expensed as incurred

Property Equipment and Depreciation

Property and equipment are valued at cost net of accumulated depreciation

Maintenance and repair costs are charged to expense as incurred Gains or

losses on disposition of property and equipment are reflected in operations

Depreciation is computed on the straight-line method for financial reporting

purposes based on the estimated useful lives of the assets

Subsequent Events

We evaluated events occurring subsequent to the date of our financial

statements through November 23 2011 which is the date the financial

statements were available to be issued We have recognized the effect of all

subsequent events that provide additional evidence about conditions that

existed at our balance sheet date of September 30 2011 including estimates

inherent in the process of preparing our financial statements



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Notes to Financial Statements

Note Net Capital Requirements

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities and

Exchange Act of 1934 the Company is required to maintain minimum net

capital as defined under such provisions Net capital and the related net

capital ratio may fluctuate on daily basis At September 30 2011 the

Company had net capital of $158382 and net capital requirements of $100000
The Companys ratio of aggregate indebtedness to net capital at September 30
2011 was 0.25 to The SEC permits ratio of no greater than 15 to

Furthermore net capital may not be withdrawn or cash dividends paid if the

resulting ratio of aggregate indebtedness to net capital would exceed 10 to

Note Possession or Control Requirements

The Company does not maintain possession or control of customer funds or

securities There were no material inadequacies in the procedures followed in

adhering to the exemptive provisions of SEC Rule 5c3-3 k2ii by promptly

transmitting all customer funds and securities to the clearing broker who carries

the customer accounts

Note Receivable From Clearing Organization

Accounts receivable totaling $5000 and $48314 as September 30 2011 and

2010 respectively consists of commission income and other fees due from the

clearing organization

The Company clears all customer transactions through another broker-dealer

on fully disclosed basis Note The amount receivable from the clearing

organization is related to the aforementioned transactions The Company is

required to maintain $30000 minimum deposit with the organization to

collaterize certain transactions At September 30 2011 and 2010 the deposit

was $54937 and $54909 respectively



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Notes to Financial Statements

Note Property and Equipment

Property and equipment consist of the following

2011 2010

Equipment 240793 240793

Less Accumulated depreciation 211595 202430

Net property and equipment 29198 38363

Depreciation expense was $9165 in 2011 and $9543 in 2010

Note Leases

The Company leases office space under noncancelable three-year operating

lease with certain renewal options for like terms The Company incurred rent

expenses of $31897 and $48587 during 2010 and 2009 respectively

Future minimum payments by year and in the aggregate under the

noncancelable operating lease with an initial remaining term in excess of one

year consisted of the following at September 30 2011

Operating

Leases

2012 13336

2013 7846

Total minimum lease payments 21182

Note Management Contract/Related-Party Transactions

In August 2006 the Company entered into formal operating agreement with

NDX Capital Management Inc an affiliate of the Company Under this

agreement the affiliate paid the Company certain monthly rent and operating

expenses Fees paid to the Company were $7500 in 2010 The operating

agreement with NDX Capital Management Inc was terminated August 2010

During 2010 the Company incurred rent expense payable to the Parent

including certain allocable costs such as real estate taxes and utilities of

$16378



NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Notes to Financial Statements

Note Concentration of Credit Risk

The Company at times maintains cash balances in excess of federally insured

limits in bank insured by the Federal Deposit Insurance Corporation

Note Commitmentsand Contingencies

Included in the Companys clearing agreement with its clearing broker-dealer is

an indemnification clause This clause relates to instances where the

Companys customers fail to settle security transactions In the event this

occurs the Company has indemnified the clearing broker-dealer to the extent of

any net losses on these unsettled trades At September 30 2011
management of the Company had not been notified by the clearing broker-

dealer nor were they otherwise aware of any potential losses relating to this

indemnification

The Company may be involved from time to time in various claims and legal

proceedings of nature considered normal to its business dealings While any

proceeding or litigation has an element of uncertainty management of the

Company believes that the outcome of any pending or threatened actions will

not have material adverse effect on the business or financial condition or

results of operations of the Company

Note 10 Retirement Plan

The Company sponsored 401k profit sharing plan that covered substantially

all full-time employees of the Company Employees were allowed to make

voluntary contributions to the plan The Company made discretionary

contributions to the plan on an annual basis The retirement plan was

terminated in 2010 and no contributions were authorized for the year ended

September 30 2010

Note 11 Liabilities Subordinated to Claims of General Creditors

The Company had no subordinated liabilities during 2011 Therefore the

statement of changes in liabilities subordinated to claims of general creditors

has not been presented

10
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NDX Trading Inc
Wholly Owned Subsidiary of NDX Holdings Inc

Computation of Net Capital and Aggregate Indebtedness Under Rule 15c3-1

of the Securities and Exchange Commission
September30 2011

2011

Net capital

Total stockholders equity 188962

Deductions and/or charges

Nonallowable assets

Property and equipment- Net 29198
Other assets 1382

Netcapital 158382

Aggregate indebtedness

Accounts payable and accrued expenses 38865

Total aggregate indebtedness 38865

Computation of basic net capital requirement

Minimum net capital required greater of

6.67% of aggregate indebtedness 2591

Minimum dollar requirement 100000

Net capital requirement 100000

Excess net capital at required minimum dollar amount 58382

Ratio Aggregate indebtedness to net capital 0.25 to

There were no material differences between the audited Computation of Net Capital included in

this report and the corresponding schedule included in the Companys unaudited September 30
2011 FOCUS filed in November 2011

12



WIPFLI

Independent Auditors Report on Internal Control

Required by SEC Rule 17a-5

Board of Directors

NDX Trading Inc

New Brighton Minnesota

In planning and performing our audit of the financial statements of NDX Trading Inc as of and

for the year ended September 30 2011 in accordance with auditing standards generally

accepted in the United States of America we considered the Companys internal control over

financial reporting 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 This study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-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 5c3-3
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 in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 17a-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 7a-5g lists

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

13



Because of inherent limitations in internal control or 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

control deficiency 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 misstatements on timely basis significant deficiency is control

deficiency or combination of control deficiencies that adversely affects the entitys ability to

initiate authorize record process or report financial data reliably in accordance with

generally accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial

statements will not be prevented or detected by the entitys internal control

Our consideration of the internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as
defined above However we identified certain deficiencies in internal control that we
consider to be significant deficiencies and communicated them in writing to management and
those charged with governance on November 23 2011

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 we believe that the Companys practices and procedures were adequate at

September 30 2011 to meet the SECs 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 7a-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

Wipfli LLP

November 23 2011

St Paul Minnesota

14



WIPELt
Independent Accountants Report on Applying Agreed-Upon Procedures

Related to an Entitys SIPC Assessment Reconciliation

Board of Directors

NDX Trading Inc

New Brighton Minnesota

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and

Payments Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended September 30 2011 which were agreed to by NDX Trading Inc the

Company and the Securities and Exchange Commission Financial Industry Regulatory Authority Inc
SIPC and other designated examining authorities solely to assist you and the other specified parties in

evaluating the Companys compliance with the applicable instructions of the Assessment Reconciliation

Form SIPC-7 The Companys management is responsible for the Companys 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-7 with respective cash disbursement

records entries including evaluation of the Companys bank statement noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 for the year ended September 30
2011 as applicable with the amounts reported in Form SIPC-7 for the year ended September 30
2011 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and Company
working papers noting no differences

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

schedules and Company working papers supporting the adjustments noting no differences

Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed noting no differences applicable

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

expression of an opinion on compliance 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

Wi LLP

Wipfli LLP

St Paul Minnesota

November 23 2011
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