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OATH OR AFFIRMATION

1, Kenneth Kiess , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial stalement and supporting schedules pertaining to the firm of

Q Prime Inc , as
of Decembher 3120 07 , are true and correct. I further swear {or affirm) that

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

Syworn to and subscribed telore me  dnature
this l —da of_BEgJOQ% .
Y . -President
Title

Th
m g)/ Facing Page.
(b) Statement of Financial Condition.
{¢) Statement of Income {Loss).
(d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital.
(h} Computation for Determination of Reserve Requirements Pursuant to Rute 15¢3-3.
(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(;) A Reconcilialion, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
3 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
O () An Oath or Affirmation.
[J (m) A copy of the SIPC Supplemental Report.
O (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential freatment of certain portions of this filing, see section 240.17a-5(e)(3).
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SECKENDORFE HASSCON & REILLY, LLP

CERTIFIED PUBLIC ACCOUNTANTS

Bruce Seckendorf, CPA 3000 Marzus Avenue; Suite 3W4
David Hasson, CPA Lake Success, NY 11042
Robert P. Reiily, CPA (516) 48B-8400

Fax: (316} 488-8487

independent Auditors’ Report

To the Board of Directors
Q Prime, Inc.

We have audited the accompanying stalemenl of financial condllion of Q Prime, Inc. as of Decernber 31,
2006, and the related statements of income, changes in stockholder's equity and cash flows for the year
then ended lhat you are filing pursuani te Rufe 17a-5 under the Securities Exchange Act of 1934. These
financial statements are the responsibility of the Company's management Our responsibility is to
express an opinfon on these financial statements based on our audit.

We conducted our audil in accordence wilh auditing standards generally accepled in the Uniled Slates of
America. Those standards require that we plan and perfarm the audil to oblain reasonable assurance
about whether the financial statements are free of material misstatements. An audil includes examining,
on a test basis, evidence supportingthe amounts and disclosuras in the finandal stalements. An audit
also Includes assessing ihe accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present falrly, In all malerial respects, the
financial position of Q Prime, Inc. as of December 31, 2007, and the resulls of its operations and its cash
flows for the year then ended in confomnity with accounting principles generally accepted in the Uniled
States of America.

Qur audit was conducted for the purpose of forming an opinion on the basic financial statements faken as
a whole. The supplementary Informalion is presented for purposes of additional analysis and is not a
required parl of the basic financial slatements, but i5 supplementary information required by Rule $78-5
under the Securities Exchange Acl of 1934. Such information has been subjecled fo the auditing
procedures applied in our audil of the basic financlal statements and, in our opinion, is fakly stated in all
material respects in relation lo the basic financial stalements laken as a whole and in conformity with the

rules of the Securilles and Exchange Commission.
( W a m /

P

Lake Success, New York ¢




Q Prime, Inc.
Statement of Financial Condition

December 31, 2007

ASSETS

Cash
Accounts receivable

LIABILITIES AND STOCKHOLDER'S EQUITY

Liability:
Accounts payable

Stockholder's Equity:
Common stack, no par value, 2,500 shares authorized,
100 shares issued and owistanding :
Relained earnings
Treasury stock, at cost, 50 shares

See Notes to Financial Statements
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$ 15848
17.082

232930

5 112

20,000
24,818
{12,000)

- 32818
£ 32930
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Q Prime, Inc.

Statement of Income

Year Ended December 31, 2006

Revenues:
Commissions and fees 5 114,825
Expenses;
Commissions paid to brokers 10,531
Reguiatory fees 2,953
Other 97,786
111,270
Net Income 8 3555

See Notes to Financial Statements
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Q Prime, Inc.
Statement of Changes in Stockholder's Equity
Year Ended December 31, 2007
Common Relained Treasury

Slock Eaminas Stock Total
Balance, beginning $ 20,000 § 21,283 $ (12,000) $ 29,263
Net income - 3,555 - 3,555
Balance, ending £._.20,000 5..24.818 &_{12,000) 332818

See Notes to Financlal Stalements.



Q Prime, Inc.
Statement of Cash Flows

Year Ended December 31, 2007

Cash flows from Operating Activities:
Nel (loss)
Adjustments lo reconcile net income {o net cash
provided by aperafing activilles:
Receivable from broker
Accounts payable

Net cash used in operating activities

Cash:
Beginning

Ending

Supplemental Disclosure of Cash Flow Information:

Income taxes paid

See Notes to Financlal Statemenis

$ 3565
1,890
—{12.369)

{6.924)

22,77
312848

i.500

Page §
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NOTE 1:
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Q Prime, Inc.
Notes to Financizal Statements

Year Ended December 31, 2007

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
Nature of Buslness

On March 28, 1998, Q Prime, Inc (the “Company”) was organized under the laws of the
Slate of New Jersey The Company provides invesiment banking services as an
introducing broker {o a broad base of customers. The Company is registered wilh the
Securities and Exchange Commission ("SEC™) and as a member of the Nalional
Associalion of Securities Dealers, Inc ("NASD", Is registered in various states

The Company operates under the provisions of Paragraph (k)(2){ii) of Rule 15¢3-3 under
the Securilles Exchange Act of 1934 and, accordingly, is exempt from the remaining
provisions of hat Rule Essentially, the requirements of Paragraph (k}(2)(il) provide that
the Company clear all ransactions on behalf of customers on a fully disclosed basis with a
clearing broker — dealer and promplly transmit all customer funds and securilles to the
clearing broker-dealer. The clearing broker-dealer carries all the accounts of the
customers and maintains and preserves all relaled books and records that are customarily
kept by a clearing broker-dealer

Use of Estimates

The preparation of financlal stalements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounls reported in the financial statemenis and
accompanying notes  Although these estimates are based on management's knowledge
of current events and actions it may undertake in the future, they may ultimalely differ from
actual resulls.

Commisslons

Commissions and related clearing expenses are recorded on a trade-date basis as
securities transactions oceur.

Income Taxes

The Company has elecled under the provisions of the inlemal Revenue Service Code to
be taxed as an S Corporation Under those provisions, the Company is exempt fram
Federal corporate income taxes and cerlain New Jersey taxes. Inslead, the stockholder s
liable individually for Federal and State income taxes on the Company's taxable income



NOTE 2:

NOTE 3:

NOTE 4:
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Q Prime, Inc.
Notes to Financial Statements

Year Ended December 31, 2006

RELATED PARTY TRANSACTIONS

The Company has entered into an agreement to purchase research exclusively from a
company which is under common control of the Company's stockholder Payroll and
certain operaling costs of the Company are incurred by this related party. Expenses
related to this agreement for the year ended December 31, 2007 totaled $92,786. The

amount due to this related parly at December 31, 2007 was $113 and is ncluded in
accounts payable.

PAYABLE TO BROKER

All cuslomer securilies transaclions are Inlroduced to one broker. Af December 31, 2007,
the amount due to this broker was $0 and is included in accounts payable.

NET CAPITAL REQUIREMENTS

The Company s a broker-dealer subject lo the SEC Uniform Net Capital Rule (Rule 15c3-
1), which requires mainienance of minimum ne! capital and requires that the ratio of
aggregale indebtedness to net capilal, both as defined, shall nol exceed 15 o {. Rule
15¢3-1 also provides that equily capital may not be withdrawn or cash dividends peid if the
resulting net capilal ratio would exceed 10 o 1. At December 31, 2007, the Company had
net capital of $32,818, which was $27,81B In excess of Iis required net capilal of $5,000.
At December 31, 2007, the Company's net capital ratio was 004 {0 01



Q Prime, Inc.

Computation of Net Capital under Securities and
Exchange Commission Rule 15¢3-1

December 31, 2007
Stockholder's Equity
Nonallowable Assels:
Accounts Receivables
Net capital

Minimum Requirement (greater of $5,000 or 8-%,% of aggregale indebledness)

Excess net capilal

Aggregate Indebtedness:
Accounts payable

Ratio of aggregale indebtedness to net capital
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$ 3818

{17,082
15,736

(5000}

£.10736

$ 113

—01to .01

Note: There is no material difference between the Ne! Capital stated above and the Focus Report
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Q Prime, Inc.

Schedule of Computation of Reserve Requirements Under Exhibit A of
Securities and Exchange Commission Rule 15¢3-3

December 31, 2067

The firm is exempt from SEC Rule 15¢3-3 since it clears all customer transactions through another broker
on a fully disclosed basis.



Q Prime, Inc.

Page 10

Information Relating to the Possession or Control Requirements
Under Securities and Exchange Commission Rule 15¢3-3

December 31, 2007

The firm is exempt fram SEC Rule 15¢3-3 since it ¢lears all customer
on a fully disclosed basis.

transactlons through another broker



SECKENDORF HASSON & REILLY, LILP

CERTIFIED PUBLIC ACCOUNTANTS

Bruce Seckendorf, CPA 3000 Marcus Avenue; Suite 3W4
David Hasson, CPA Lake Success, NY 11042
Robert P. Reilly, CPA (516) 488-8400
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Independent Auditors’ Report on Internal Controf

Q Prime, Inc.

In ptanning and performing our audit of the findncial statements of Q Prime, Inc. (the “Company”} for the
year ended Decémber 31, 2007, we consider iis internal coniro), including proc¢edires for safeguarding
securities, in order {o determine our auditing procedures for the purpase of expressing an opinion on ihe
financlal statements and not o provide assuranceé on internal conlrol.

Also, as required by Rule 17a-5{g)(1} of the Securities and Exchange Commission (the “Commission'),
we have made a sfudy of the practices ahd procedures followed by the Company including tests of such
practices and procedures that we considered relevant o the objeclive slaled in Rule 17a-5(g) in making
the periodic compulations of aggregate indebledness and net capilal under Rute 17a-3(a)(11) and for
determining compliance with the exemplive provisions of Rule 15¢3-3. Because the Company does not
carry sectrity accounts for customers or perform custodial functions relating lo customer securilies, we
did not review the practices and procedures fojlowed by the Company in any of the following:

1. Making the quarterly securiffes examinations, counts, verifications and comparisons.

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

3. Gomplying with the raquirements for prompl payment for securities under Section 8 of Federal
Reserve Regulation T of lhe Board of Governors of the Federal Reserve System.

Tha management of the Company is responsible for establishing and maintaining an intemal control and
the practices and procedures referred to in the preceding paragraph. In fulfiling this responsibility,
estimales and judgments by management are required lo assess the expected benefils and related cosls
of inlemal contral polictes and procedures and of the practices and procedures can be expecied fo
achieve the SEC's above-mentioned ablectives. Two of the objectives of intemal control and the
practices and procedures are to provide management wilh reasonable, but not absolute, assurance that
assets for which the Company has responsibility are safeguarded against loss from unauthorized use of
disposition and that transactions are executed in accordance with management's authorization and
recorded properly lo permi! the preparation of financiat stalements In accordance with generally accepted
accounting principles. Rule 17a-5{g) lists additional objectives of the practices and procedures lisled in
the preceding paragraph.

Because of inherent limitations in any internal contro! or the practices and procedures referred to above,
error or fraud may occur and nol be detecled. 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
effecliveness of their design and operation may deteriorate.
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Our consideration of internal control would not necessarily disclose all mailers in internal contral that
might be malerial weakness under standards established by lhe American Institute of Certified Public
Accountanis. A material weakness Is a condilion In which the design or operation of the specific inlernal
controf components does not reduce to a relatively low level the risk that error or fraud in amounts that
would be malerial In relation lo the financial slatements being audited may occur and not be detecled
within a timely period by employees in the normal course of performing their assigned funclions
Howaver, we noted no malters involving internal control, including procedures for safeguarding securities,
which we consider o be material weaknesses as deﬂ‘ned above.

We understand that praclices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in accordance
wilh the Securilies Exchange Act of 1934 and relaled regulations, and that practices and procedures that
do not accomplish such objectives in all material respecls indicale a material inadequacy for such
purposes Based on this understanding and on our study, we believe that the Company's practices and
procedures were adequata at December 31, 2007 to meet the Commission's objeclives

This report is intended solely for the use of the Board of Directors, management, the Securilies and
Exchange Commission, National Assoclialion of Securities Dealers, Inc. and clher regulatory agencies
that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and should nol be used by anyone other than these specified parties.

/ | ¢ !
igb"l‘j Dw(

.

Lalke Success, New Yorl
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