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This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

‘(¢) Statement of Income (Loss).
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(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.
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PETER SHANNON & CO.

CERTIFIED PUBLIC ACCOUNTANTS

6412 JOLIET ROAD, SUITE 1 » COUNTRYSIDE, ILLINOIS 60525

February 3, 2010

Quiet Light Securities, LLC
141 West Jackson Boulevard, Suite 2020A
Chicago, Illinois 60604

Independent Auditor’s Report '

Gentlemen:

We have audited the accompanying statements of financial condition of Quiet Light Securities,
LLC as of December 31, 2009 and 2008 and the related statements of income, changes in
member’s equity and accumulated other comprehensive income, and cash flows for the years
then ended that you are filing pursuant to Rule 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 opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a 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 a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Quiet Light Securities, LLC as of December 31, 2009 and 2008 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 of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The detailed information included in the reports (shown on pages
sixteen and seventeen) is presented for purposes of additional analysis and is not a required part
of the basic financial statements but is supplementary information required by Rule 17a-5 under
the Securities Exchange Act of 1934, Such information has been subjected to the auditing
procedures applied in the audits 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 a whole.

“Wosas Shannoct (0

Certified Public Accountants
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Quiet Light Securities, LLC
Statements of Financial Condition
December 31, 2009 and 2008

Assets

Current Assets
Cash and Cash Equivalents
Securities Owned (at Fair Value) (Notes 3 and 5)
Receivable from Clearing Organizations (Note 4)
Prepaid Expenses and Miscellaneous

Property and Equipment (Notes 2 and 6)
(Net of Accumulated Depreciation of

$804,179 in 2009 and
$774,217 in 2008)

Other Assets
Chicago Mercantile Exchange Deposit (Note 7)
Insors Integrated Communications, Inc. Options (Note 8)
O'Connor & Company LLC Preferred Stock (Note 8)
Investments (Notes 3 and 9)
Exchange Memberships (Note 10)

Total Assets

Liabilities and Member's Equity

Current Liabilities
Book Overdraft
Accounts Payable
Payable to Clearing Organizations (Note 4)
Securities Sold, Not Yet Purchased,
at Fair Value (Notes 3 and 5)
Accrued Expenses and Miscellaneous
Due to Quiet Light Trading, LLC

Member's Equity
Member's Equity

Accumulated Other Comprehensive Income (Note 18)

Total Liabilities and Member's Equity

Exhibit I

2009 2008

$ 189,703 § -0-
311,205,138 1,176,996,447

41,133,969

721,911 59,500
$ 353,250,721  §1,177,055,947
$ 12,128  § 7,921
$ 534,955 § 532,257
2,000 2,000
10,000 10,000
4,787,623 2,965,776
1,827,809 1,827,809
$ 7,162,387 § 5,337,842
$ 360,425,236 §1,182,401,710
$ $ 12,539
92,818 164,418
163,729,412
313,093,916 953,897,383
931,415 7,984,476
10,188,765
$ 314,118,149 § 1,135,976,993
$ 41,815,162 § 43,754,639
4,491,925 2,670,078
$ 46,307,087 § 46,424,717
$ 360,425,236 $ 1,182,401,710

The accompanying notes are an integral part of these financial statements.

.-
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Quiet Light Securities, LLC

Statements of Income

Years Ended December 31, 2009 and 2008

Revenues

Net Trading Revenue
Other Income

Expenses
Compensation and Benefits

Trading Expenses

Software and Internet Expense
Dues and Subscriptions
Storage Expense
Professional Fees
Contributions

Meetings Expense
Telephone Expense

Office Meals

Rent Expense

Office Supplies and Expense
Depreciation Expense

Other Expenses

Net Income

2009 2008
8,493,489 § 34,068,636
113,869 47,599
8,607,358 § 34,116,235
2,872917  § 9,556,119
1,886,523 2,342,522
21,881 26,058
14,344 11,915
10,645 8,078
181,854 111,186
30,236 20,650
158,295 57,741
26,630 23,704
120,333 106,556
209,812 214,157
25,494 33,357
270,682 255,190
78,942 189,560
5,908,588 § 12,956,793
2,698,770  § 21,159,442

The accompanying notes are an integral part of these financial statements.

-3
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Exhibit III
Quiet Light Securities, LLC

Statements of Changes in Member's Equity and
Accumulated Other Comprehensive Income

Years Ended December 31, 2009 and 2008

2009 2008
Accumulated Accumulated
Other Other
Member's Comprehensive Member's Comprehensive
Equity Income Equity Income
Beginning of Year $ 43,754,639 $ 2,670,078 $ 39,021,865 $ 9,966,270
Net Income 2,698,770 21,159,442
Member's (Distributions) (4,638,247) (16,426,668)
Other Comprehensive
Income (Loss) (Note 18) 1,821,847 (7,296,192)
End of Year $ 41,815,162 $ 4,491,925 $ 43,754,639 $ 2,670,078

The accompanying notes are an integral part of these financial statements,
-4-
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Quiet Light Securities, LLC
Statements of Cash Flows
Years Ended December 31, 2009 and 2008

2009

Exhibit IV

2008

Operating Activities

Net Income $ 2,698,770
Adjustments to Reconcile Net Income to Net Cash

Provided by Operating Activities

$ 21,159,442

Depreciation 270,682 255,190
Changes in Operating Assets and Liabilities
(Increase) Decrease in Securities Owned 865,791,309 (974,106,842)
(Increase) Decrease in Prepaid Expenses (662,411) 16,000
Increase (Decrease) in Accounts Payable, Accrued Expenses,
Payable to Clearing Organizations, and Securities Sold,
Not Yet Purchased (811,670,079) 965,038,546
Receivable from Clearing Organizations (41,133,969)
Net Cash Provided by Operating Activities $ 15,294,302 § 12,362,336
Investing Activities
(Acquisition) of Property and Equipment $ (274,889) § (248,043)
Exchange Memberships (662,800)
Chicago Mercantile Exchange Deposit (2,698) (14,617)
Chicago Mercantile Exchange Holdings, Inc. Common Stock
and The Chicago Board of Trade Holdings, Inc. Common Stock 2,729,500
Due to/(from) Quiet Light Trading, LLC (10,188,765) 2,260,292
Net Cash Provided (Used) by Investing Activities $ (10,466,352) $ 4,064,332
Financing Activities
Member's (Distributions) $ (4,638,247) § (16,426,668)
Net Cash (Used) by Financing Activities $ (4,638247) $§ (16,426,668)
Increase in Cash and Cash Equivalents (Note 2) $ 189,703  $ -0-
Cash and Cash Equivalents - Beginning of Year -0- -0-
Cash and Cash Equivalents - End of Year $ 189,703 § -0-

The accompanying notes are an integral part of these financial statements.
-5-
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Note 1

Note 2

Quiet Light Securities, LLC
Notes to Financial Statements
December 31, 2009 and 2008

Company's Activities

The Company is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and a non-clearing member firm of The Chicago Mercantile
Exchange, The Chicago Board of Trade, and The Chicago Board Options Exchange.
The Company is a single member limited liability company (LLC). The Company is
primarily engaged in the business of options market-making and other trading and
arbitrage activities for its proprietary accounts.

Summary of Significant Accounting Policies
Revenue and Cost Recognition

The Company’s financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of
America. Under the accrual basis of accounting, revenues are recorded as earned and
expenses are recorded at the time liabilities are incurred.

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as
if they had settled. Profit and loss arising from all futures transactions entered into for
the account and risk of the Company are recorded on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Securities are recorded at fair value.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company considers all short-term
investments with an original maturity of three months or less to be cash equivalents.
However, the Company classifies its Receivables from Clearing Organizations separately
although these accounts are considered the equivalent of cash. Many of the Company’s
options contracts expire (mature) in three months or less, and the Company has therefore
classified these securities separately as appropriate.

Property and Equipment

Property and equipment are stated at cost. Depreciation is taken on both accelerated and
straight-line methods at rates sufficient to amortize the property and equipment over their
estimated useful lives. Principal rates of depreciation are:

Office Fumiture and Equipment Five to Seven Years

Repairs and maintenance are charged against income; additions and major improvements
are capitalized and depreciated.

Commissions

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

-6-
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Note 2

Note 3

Quiet Light Securities, LLC

Notes to Financial Statements
December 31, 2009 and 2008

Summary of Significant Accounting Policies (Continued

Long-Lived Assets

Long-lived assets are tested for recoverability whenever events or changes in
circumstances indicate that the related carrying amount may not be recoverable. When
required, impairment losses on assets are recognized based on the excess of the asset’s
carrying amount over the fair value of the asset. In management’s opinion, no
impairment exists.

Exchange Memberships

The Company’s exchange memberships, which represent ownership interests in the
exchanges and provide the Company with the right to conduct business on the
exchanges, are recorded at cost or, if an other than temporary impairment in value has
occurred, at a value that reflects management’s estimate of the impairment. Management
believes there were no exchange membership impairments in 2009 and 2008.

Income Taxes

The Company is a single member limited liability company (LLC) and as such the
income taxes due on the income reportable by the Company are reportable in the tax
return of its single member.

Translation of Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at year-end rates
of exchange, while the income statement accounts are translated at average rates of
exchange for the year. Gains or losses resulting from foreign currency transactions are
included in net income.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect amounts
reported in the financial statements and accompanying notes. Due to the inherent
uncertainty involved in making estimates, actual results reported in future periods may
be based upon amounts that differ from those estimates.

Reclassifications

Certain items in the prior year financial statements have been reclassified to conform
with current year presentation.

Fair Values

The carrying amounts for cash and cash equivalents, accounts receivable and accounts
payable approximate fair value due to the short period of time to maturity.

-.

PETER SHANNON & CO. s CERTIFIED PUBLIC ACCOUNTANTS



Note 3

Quiet Light Securities, LLC
Notes to Financial Statements

December 31, 2009 and 2008

Fair Values (Continued)

Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date.
A fair value measurement assumes that the transaction to sell the asset or transfer the
liability occurs in the principal market for the asset or liability or, in the absence of a
principal market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure
fair value into three broad levels:

o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets
or liabilities the Company has the ability to access.

e Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

e Level 3 are unobservable inputs for the asset or liability and rely on management’s
own assumptions about the assumptions that market participants would use in
pricing the asset or liability. (The unobservable inputs should be developed based
on the best information available in the circumstances and may include the
Company’s own data.)

The following table presents the Company’s fair value hierarchy for those assets and
liabilities measured at fair value on a recurring basis as of December 31, 2009 and 2008.

Fair Value Measurements on a Recurring Basis
As of December 31, 2009

Netting and
Level 1 Level 2 Level 3 Collateral Total
Assets
Securities Owned $ 311,205,138 $ $ $ $ 311,205,138
Investments 4.787.623 4,787,623
Totals § 315992761 § $ s $ 315,992,761
Liabilities
Securities Sold,
Not Yet Purchased $ 313,093.916 § $ $ $ 313093916
Totals $§ 313093916 $ $ $ §_313,093916

-8-
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Note 3

Note 4

Note S

—

Note 6

Note 7

Quiet Light Securities, LLC
Notes to Financial Statements
December 31, 2009 and 2008

Fair Values (Continued)

Fair Value Measurements on a Recurring Basis

As of December 31, 2008

Netting and
Level 1 Level 2 Level 3 Collateral Total

Assets
Securities Owned $1,176,996,447 $ $ $ $1,176,996,447
Investments 2,965,776 2,965,776
Totals $1,179,962,223 § b $ $1,179,962.223
Liabilities

Securities Sold,

Not Yet Purchased $ 953,897,383 § $ $ $ 953,897.383
Totals $ 953,897,383 § $ $ $_953.897.383

Receivable / Payable with Clearing Organizations

The Company clears certain of its transactions through other broker-dealers and
exchange approved general clearing firms on a fully disclosed basis. The amount
receivable / payable to the clearing firms relates to the aforementioned transactions and
is secured by the equity in the accounts held with the clearing firms.

Securities Owned and Securities Sold, Not Yet Purchased

Marketable securities owned and marketable securities sold, not yet purchased, consist of
trading and investment securities at fair values as follows:

Assets Liabilities

Options and Stocks $ 311,205,138 313 1

Property and Equipment
2009 2008

Assets

Office Furniture and Equipment $ 816,307 $ 782,138
Accumulated Depreciation and Amortization

Office Furniture and Equipment 804,179 774.217
Net Property and Equipment b 12,128 b 1,921

Chicago Mercantile Exchange Deposit

The Company maintains a security deposit with the Chicago Mercantile Exchange in
order to be a non-clearing member firm at the Chicago Mercantile Exchange.

-9.
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Note 8

Note 9

Note 10

Quiet Light Securities, LLC
Notes to Financial Statements

December 31, 2009 and 2008

Common Stock, Preferred Stock, and Limited Liability Company
Membership Interest

The Company owns 200,000 options ($2,000) of Insors Integrated Communications, Inc.,
Class B non-voting common capital stock in connection with its financing agreement
with Insors. The Company owns one share ($10,000) of O’Connor & Company LLC
Class A preferred stock. The Company owns a 1/5 of one unit limited liability company
membership interest in Gelber Securities, LLC.

Investments

The Company reports on its statements of financial condition certain investments in the
Chicago Mercantile Exchange Holdings, Inc. as summarized below.
The fair value and cost basis of the Chicago Mercantile Exchange (“CME”) Holdings,
Inc. common stock is as follows:

Fair Value Cost

Total Investment in Shares

of CME Holdings, Inc. $ 4,787,623 § _ 295,698

Fair value for the shares of CME Holdings, Inc. was determined from the New York
Stock Exchange based upon the December 31, 2009 closing price. The investment in
the shares of CME Holdings, Inc. is recorded at fair value.

The Company owns 14,251 shares, held for investment, of CME Holdings, Inc. As of
December 31, 2009, some of the shares in CME Holdings, Inc. have been assigned to the
CME for membership purposes. The Company operates as an “inactive” clearing
member firm at the CME.

Each of the Companys’ CME memberships are attached with a “B Share” of CME
Holdings, Inc. The Company owns one of each of the following: B-1, B-2, B-3, and B-4.
Class B Shares in CME Holdings, Inc. cannot be sold or transferred separately from the
sale of the associated membership (CME, IMM, IOM, or GEM) in the Exchange. That
is, Class B Shares must be sold or transferred with the associated CME, IMM, IOM, or
GEM membership. Further, no membership in the Exchange may be sold unless the
purchaser also acquires the associated Class B Share. Class B Shares and the associated
membership may, however, be sold separately from Class A Shares at any time unless
the shares are assigned for clearing purposes.

On July 12, 2007 CBOT Holdings, Inc. merged into Chicago Mercantile Exchange
Holdings, Inc., to form CME Group. Each share of CBOT Holdings Class A Common
Stock was exchanged for .3750 of a share of CME Holdings Class A Common Stock.

Exchange Memberships
Chicago Board of Trade (CBOT) and CME Memberships

Fair Value Cost
CBOT Full Member (Professional Firm) 3 534,000 $ 769,703
CME Memberships 1,691,500 1,058,106
Total $ 2225500 $§ 1,827,809

-10-
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Note 10

Note 11

Note 12

Note 13

Note 14

Quiet Light Securities, LL.C
Notes to Financial Statements

December 31, 2009 and 2008

Exchange Memberships (Continued)
Chicago Board of Trade (CBOT) and CME Memberships (Continued)
Fair values for the Chicago Mercantile exchange memberships and for the Chicago

Board of Trade exchange memberships were determined from the December 31, 2009
last sale price.

The exchange membership in the CBOT and CME are recorded at cost or, if other than
temporary impairment in value has occurred, at a value that reflects management’s
estimate of the impairment. Management believes there were no exchange membership
impairments in 2009 and 2008.

Related Parties

The Company shares its office, facilities, and support services and associated costs
among related companies.

Lease Obligations

The Company entered into a lease for the space occupied in the Chicago Board of Trade
Building. The lease is for a term beginning June 1, 2006 through May 31, 2011. The
future payments are as follows:

Annual Monthly
June 1, 2006 — May 31, 2007 $ 192250 § 16,021
June 1, 2007 — May 31, 2008 192,250 16,021
June 1, 2008 — May 31, 2009 192,250 16,021
June 1, 2009 - May 31, 2010 192,250 16,021
June 1, 2010 — May 31, 2011 192,250 16,021

In addition to the above base rental, the Company will be responsible for its
proportionate share of escalation allocations, real estate taxes, and operating expenses.
The Company also subleases space to its affiliated entities, but future payments on those
arrangements have not been netted in the amounts reported above.

The Company has entered into various other leases for month-to-month booth space and
seat leases on various exchange floors and leases for the rental of equipment.

Profit Sharing Retirement Plan

The Company has established a 401(k) profit sharing retirement plan effective July 1,
2001. The plan is a defined contribution plan intended to qualify under Section 401(a)
of the Internal Revenue Code. The plan covers all full-time employees who have at least
three months of service. The Company contributes to the plan on an elective basis. For
the plan years 2009 and 2008, the Company contributed $ -0 -and $-0 -, respectively.

Financial Instruments — Accounting Policies

Derivative financial instruments used for trading purposes, including economic hedges of
trading instruments, are carried at fair value. Fair values for exchange-traded
derivatives, principally futures and certain options, are based on quoted market prices.
To date, the Company has not entered into any over-the-counter transactions, requiring
any valuations other than quoted market prices.

-11-
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Note 14

Note 15

Quiet Light Securities, LLC
Notes to Financial Statements
December 31, 2009 and 2008

Financial Instruments — Accounting Policies (Continued)

Derivatives used include futures and options contracts. Unrealized gains or losses on
these derivative contracts are recognized currently in the statement of income as trading
revenues. The Company does not apply hedge accounting, Accounting for Derivative
Instruments and Hedging Activities, as all financial instruments, except for equity
securities classified as available-for-sale, are recorded at fair value with changes in fair
values reflected in earnings.

The Company’s investment in Chicago Mercantile Exchange Holdings, Inc. common
stock has been classified as available-for-sale. Securities classified as available-for-sale
are carried in the financial statements at fair value. Realized gains and losses,
determined using the average cost method, are included in earnings; unrealized holding
gains and losses are reported in other comprehensive income.

Fair values of options contracts are recorded in Securities Owned or Securities Sold, Not
Yet Purchased as appropriate. Open equity in futures transactions are recorded as
Receivables from and Payables to Clearing Organizations in the statements of financial
condition.

Premiums for written and purchased option contracts are reported on a gross basis in the
statements of financial condition at fair value.

The financial instruments of the Company are reported in the Statements of Financial
Condition at fair value, or at carrying amounts that approximate fair values because of
the short maturity of the instruments.

Financial Instruments with Off-Balance-Sheet Risk

The Company enters into various transactions involving derivatives and other off-
balance-sheet financial instruments. These financial instruments include futures
contracts denominated in United States dollars and foreign currencies, exchange-traded
options, and delayed deliveries. These derivative financial instruments are used to
conduct trading activities and manage market risks and are subject to varying degrees of
market risk. Derivative transactions are entered into for trading purposes or to
economically hedge other positions or transactions.

As a writer of options, the Company receives a premium in exchange for giving the
counterparty the right to buy or sell the futures contract or underlying security at a future
date at a contracted price. The contractual or notional amounts related to these financial
instruments reflect the volume and activity and do not reflect the amounts at risk.

Futures contracts and options on futures contracts are executed on an exchange, and cash
settlement is made on a daily basis for market movements. Accordingly, futures
contracts generally do not have credit risk. Market risk is substantially dependent upon
the value of the underlying financial instruments and is affected by market forces such as
volatility and changes in interest and foreign exchange rates.

The Company had certain other transactions which, in accordance with industry practice,
were not recorded on the Statements of Financial Condition. At December 31, 2009 and
2008, the Company had commitments to enter into future resale and repurchase
agreements. At December 31, 2009 and 2008, the Company had also borrowed
securities and pledged securities against those borrowed securities.

-12 -
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Note 15

Note 16

Note 17

Note 18

Quiet Light Securities, LLC
Notes to Financial Statements
December 31, 2009 and 2008

Financial Instruments with Off-Balance-Sheet Risk (Continued)

In addition, the Company has sold securities that it does not currently own and will
therefore be obligated to purchase such securities at a future date. The Company has
recorded these obligations in the financial statements at December 31, 2009 and 2008, at
fair value of the related securities and will incur a loss if the fair value of the securities
increases subsequent to December 31, 2009.

Derivative Financial Instruments

All of the Company’s transactions with off-balance-sheet risk are short-term in duration.
The Company enters into exchange traded futures transactions as a part of its regular
options market-making risk management operations. Futures transactions are generally
executed to reduce risk in the Company’s options positions. The Company also enters
into futures transactions as a part of its inter-market arbitrage trading activities. The risk
controls over these operations ensure that the net, inter-market futures positions are
(“flat™) price neutral overnight. As of December 31, 2009 and 2008, the Company
reported $185.3 million and $333.0 million of notional value in long futures contracts
and $740.1 million and $296.8 million in short futures contracts, respectively.

Substantially all of the Company’s options contracts expire within one year. Options
contracts are classified on the statements of financial condition as Securities Owned
(Assets) and Securities Sold, Not Yet Purchased, at Fair Value (Liabilities).

Concentrations of Risk

The Company is engaged in various trading activities exclusively through regulated
exchanges in the event counter parties do not fulfill their obligations, the Company may
be exposed to risk. The risk of default depends on the creditworthiness of the exchange
and its clearing firms. It is the Company’s policy to review, as necessary, the credit
standing of each counter party. The Company may hold significant amounts of money in
various banks in excess of the amount covered under FDIC insurance.

Other Comprehensive Income (L.oss)

The components of other comprehensive income (loss) are as follows:

2009 2008
Unrealized Gains (Losses) on
Chicago Mercantile Exchange
(“CME”) Holdings, Inc.
Investments During the Year $ 1,821,847 $(7,296,192)
Adjustments for Gains Realized and
Included in Net Income -0- -0-
Total Other Comprehensive Income (Loss) $ 1821847 $(7,296,192)

Accumulated Other Comprehensive Income presented in the accompanying statements of
financial condition consists of the accumulated net unrealized gains (losses) on assets
classified as available-for-sale investments.

-13-

PETER SHANNON & CO. » CERTIFIED PUBLIC ACCOUNTANTS



Note 19

Quiet Light Securities, LLC

Notes to Financial Statements
December 31, 2009 and 2008

Guarantees

Derivative Contracts

The Company records all derivative contracts at fair value. For this reason, the Company
does not monitor its risk exposure to derivative contracts based on derivative notional
amounts; rather the Company manages its risk exposure on a fair value basis. Aggregate
market risk limits have been established, and market risk measures are routinely
monitored against these limits. The Company also manages its exposure to these
derivative contracts through a variety of risk mitigation strategies, including, but not
limited to, entering into offsetting economic hedge positions. The Company believes
that the notional amounts of the derivative contracts generally overstate its exposure.

Indemnifications

In the normal course of its business, the Company indemnifies and guarantees certain
service providers, such as clearing and custody agents, trustees and administrators,
against specified potential losses in connection with their acting as an agent of, or
providing services to, the Company. The maximum potential amount of future payments
that the Company could be required to make under these indemnifications cannot be
estimated. However, the Company believes that it is unlikely it will have to make
material payments under these arrangements and has not recorded any contingent
liability in the financial statements for these indemnifications.

The Company provides representations and warranties to counterparties in connection
with a variety of commercial transactions and occasionally indemnifies them against
potential losses caused by the breach of those representations and warranties. The
Company may also provide standard indemnifications to some counterparties to protect
them in the event additional taxes are owed or payments are withheld, due either to a
change in or adverse application of certain tax laws. These indemnifications generally
are standard contractual terms and are entered into in the normal course of business. The
maximum potential amount of future payments that the Company could be required to
make under these indemnifications cannot be estimated. However, the Company
believes that it is unlikely it will have to make material payments under these
arrangements and has not recorded any contingent liability in the financial statements for
these indemnifications.

Exchange Member Guarantees

The Company is a member of various exchanges that trade and clear securities and/or
futures contracts. Associated with its membership, the Company may be required to pay
a proportionate share of the financial obligations of another member who may default on
its obligations to the exchange. While the rules governing different exchange
memberships vary, in general the Company’s guarantee obligations would arise only if
the exchange had previously exhausted its resources. In addition, any such guarantee
obligation would be apportioned among the other non-defaulting members of the
exchange. Any potential contingent liability under these membership agreements cannot
be estimated. The Company has not recorded any contingent liability in the financial
statements for these agreements and believes that any potential requirement to make
payments under these agreements is remote.

-14-

PETER SHANNON & CO. « CERTIFIED PUBLIC ACCOUNTANTS



Note 20

Note 21

Note 22

Note 23

Quiet Light Securities, LL.C

Notes to Financial Statements
December 31, 2009 and 2008

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital
and requires that the minimum net capital requirement should be computed by adding the
minimum dollar net capital requirement of the reporting broker dealer, the greater of:

1. Minimum dollar net capital requirement ($100,000), or

2. 6 2/3% of aggregate indebtedness or 2% of aggregate debts if alternative
method is used.

At December 31, 2009, the Company had net capital of $42,715,008 which was
$42,615,008 in excess of its required net capital of $100,000.

Collateral

Amounts that the Company has pledged as collateral, which are not reclassified and
reported separately, at December 31, 2009, consist of the following:

Financial
Statement Carrying
Classification Amount

Securities Owned 3 ___-0-

Member’s Equity (Deficit)

The Company is a Limited Liability Company. Member’s Equity (Deficit) represents
member’s contributions, distributions and operating income or loss. Current operating
income or loss is assigned to each member based on the Company's operating or other
appropriate agreement.

Subsequent Events

Management has evaluated subsequent events through February 3, 2010 the date on
which the financial statements were available to be issued.
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Schedule A
Quiet Light Securities, LL.C
Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission
December 31, 2009 and 2008

2009 2008

Total Member's Capital $ 46,307,087 § 46,424,717
Unallowable Assets (2,574,073) (1,906,729)
Commodity Futures Contracts Proprietary

Capital Charges (338,343) (72,012)
Haircuts Required (679,663) (148,330)
Net Capital $ 42,715,008 $ 44,297,646
Minimum Net Capital Requirement 100,000 1,223,313
Excess Net Capital $ 42615008 $ 43,074,333

Note:  There are no material differences between the above computation and the Company's
corresponding unaudited Part Il of Form X-17A-5 as of December 31, 2009.

The accompanying notes are an integral part of these financial statements.
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Schedule B
Quiet Light Securities, LLC

Statement Regarding Rule 15¢3-3
December 31, 2009 and 2008

The Company is exempt from rule 15¢3-3 of the Securities and Exchange Commission because the
Company does not carry securities accounts for customers or perform custodial functions relating to
customer securities.

The accompanying notes are an integral part of these financial statements,
“17.
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PETER SHANNON & CO.

CERTIFIED PUBLIC ACCOUNTANTS

6412 JOLIET ROAD, SUITE | & COUNTRYSIDE, ILLINOIS 60525

February 3, 2010

Quiet Light Securities, LLC
141 West Jackson Boulevard, Suite 2020A
Chicago, Illinois 60604

Independent Accountants’ Report on Applying Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation

Gentlemen:

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed the
procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
[Transitional Assessment Reconciliation (Form SIPC-7T)] to the Securities Investor Protection
Corporation (SIPC) for the period from April 1, 2009 to December 31, 2009, which were agreed to by
Quiet Light Securities, LLC and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., SIPC, solely to assist you and the other specified parties in evaluating Quiet
Light Securities, LLC’s compliance with the applicable instructions of the Transitional Assessment
Reconciliation (Form SIPC-7T). Quiet Light Securities, LLC’s management is responsible for the Quiet
Light Securities, LLC’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:

1. Compared the listed assessment payments in Form SIPC-7T with respective cash disbursement
records entries noting no differences;

2. Compared the Total Revenue amounts of the Form X-17A-5 for the second, third and fourth
quarters of the year ended December 31, 2009, with the amounts reported in Form SIPC-7T for
the period from April 1, 2009 to December 31, 2009 noting no differences;

3. Compared any adjustments reported in Form SIPC-7T with supporting schedules and working
papers noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the
related schedules and working papers the adjustments noting no differences; and

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

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.
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Independent Accountants’ Report on Applying Agreed-Upon Procedures
Related to an Entity’s SIPC Assessment Reconciliation (Continued)

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.

P oo & o,

Certified Public Accountants
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SEGURITIES INVESTOR PROTECTION CORPORATION

SIPC-7T 805 15th St. N.W. Sulte 800, Washingtan, D.C. 20005-2215 SIPG-7T
202-371-8300
(20-REV 12/09) Transitional Assessment Reconclliation (29-REV 12/08)

{Read carelully the Instructions in your Working Copy betore completing this Form}

70 BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS z-_
1. Name of Mamber, address, Deslgnated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for 8
purposes of the audit roquirement of SEC Rule 173-5: .
| I Notsi: I any of the Inlormation sh;)wn on the mailing tabel E
3T (oS s, requires correction, please e-mail any corrections to bor
dl)‘(t'\ ("Q SeorsetieS torm@sipe.org and 'so Indicate on the form filed. §
VAL Lo, [deisaad 'S o
Sove 02O Name and telephone number of person to contact =
M\ v (40(904' respecting this form.
L__ | 16w Npeoieey 22" 2% - b
Y ’
2. A. General Assossment Jitem 2e {rom page 2 (not less than $150 minimum)) $ \ 50 . OO
B. Less payment made with SIPC-6 filed including $150 paid with 2009 SIPC-4 (exclude interest) )
Date Paid
C. Less prior overpaymeni applied {. )
D. Assessment balance due or {overpayment)
E. Interest computed onjate payment {see instruction E} for days at 20% per annum : i .
F. Total assessment balance and interest due {or overpayment carried forward) $ v 50 .00
G. PAID WITH THIS FORMl: |
Check enclosed, payable to SIPC
Tola! {must be same as F above) s\ Lo.o00
H. Overpaymemn carried torward $( )

3. Subsldiaries (S) and predecessors {P) included in this form {give name and 1934 Act registration number}:

The SIPC member submitting this: form and the
person by whom it Is executed represent thereby
that ail information contained herein is true, correct

and complele,

~
Dated the Z(D day of M"\\ L2040

This form and the assessment payment Is due 60 days after the end of the fiscal year. Retaln the Working Copy of this torm
for a period of not less than 6 years, the jatest 2 years [n an easlly accessible place,

Dates:

Postmarked Recelved Reviewed

Calculations

Documentation _______ Forward Copy

Exceptions:

SIPC REVIEWER

Disposition af exceplions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounls l’or the:!:scal period
beginning April 1, 2009
and ending [ixé.h_. 200
. Eiiminate cents

ftem No. .
2a. Total revenue (FOCUS Line 12/Part lIA Line 9, Cods 4030} . $ 5 WD, 200

2bh. Additions:
(1) Total revenues from the securities business of subsidlaries {sxcepl forelgn subsidlaries) and
predecessors not included sbove,

{2) Net loss Irom principal transactions In securitles In trading accounts.

{3) Not loss from principal transactions in commodilies in trading accounts.

(4) Interest and dividend expense deductsd in determining item 2a.

{5) Net loss from management of or participation In the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, regisiration fees and 1egal fess deducted in determining net
profit frem management of or participation in underwriting or distribution of securities.

(7) Net loss from sacurities ip investment accounts.

Total additions

2¢. Deduclions:

{1)-Revonues from the gistribullon of shares of a rogisiersd open end invesiment compan}' or unit
investment trust, from Lhe sale of varlable annuities, from the business of insurance, Irom Investment
advisory services rendered lo registored investment companies of insurance company separate
accounts, and from transactions In securily fulures praducts.

. (2} Revenues from commodity lransactions,

{3) Commissions, lloor brokerage ahd clearanca:paid to olher SIPC members in connaction with
securities iransactions.

{4) Reimbursements for postage in connection with proxy solicitation.

{5} Net gain from securities in Invesimant accounts. C_ 5. \o\?‘n Zw\

(6) 100% of commissions and markups earned irom transaetfons In (i} certificates of deﬁosn and
(it} Treasury bills, banksrs acceptances or commercial paper that mature ning montas or less
from fssuance date.

{7) Direct expenses of prinling advertising and legal fess incutrad in connection with olher revenue
related to lhe sacurities business (revenus defined by Section 16{3)(L} of the Act}.

(8) Other revenue not refated either directly or [ndirecily 10-the sacurities business.
{See Instruction C}:

{9) (1} Total intorest and dividend-expense [FOCUS Line 22/PART IA Line 13,
Cods 4075 plus line 2b{4) above) bul aot in excess
of tofal interes! and dividond income. $

{ii} 40% of interes| earned on customars securities accounls
(40% of FOCUS line 5, Code 3960). $

Enter the greater of ling {i} or {ii)

Yotal deduciions

2d. SIPC Net Operating Revenues $ @

K "
2e, General Assessmenl @ 0025 $ ! w

{to page 1 but not less than
2 $150 minimum) .



PETER SHANNON & CO.

CERTIFIED PUBLIC ACCOUNTANTS

6412 JOLIET ROAD, SUITE 1 » COUNTRYSIDE, ILLINOIS 60525
TEL (708)482-3000 » FAX (708)482-4010 » E-MAIL CPA@PETERSHANNONCO.COM

Mermbers of American Institute of Certified Public Accountants and Illinois Society of Certified Public Accountants

February 3, 2010

Mr. John Halston

Quiet Light Securities, LLC

141 West Jackson Boulevard, Suite 2020A
Chicago, Illinois 60604

Communication with Those Charged with Governance under SAS No. 114

Gentlemen:

We have audited the financial statements of Quiet Light Securities, LLL.C for the year ended December 31,
2009, and have issued our report thereon dated February 3, 2010. Professional standards require that we
provide you with information about our responsibilities under generally accepted auditing standards, as well
as certain information related to the planned scope and timing of our audit. We have communicated such
information in our letter to you dated October 1, 2009. Professional standards also require that we
communicate to you the following information related to our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies. The significant
accounting policies used by Quiet Light Securities, LLL.C are described in Note 2 to the financial statements.
No new accounting policies were adopted and the application of existing policies was not changed during the
year ended December 31, 2009. We noted no transactions entered into by the Company during the year for
which there is a lack of authoritative guidance or consensus. All significant transactions have been recognized
in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about future
events. Certain accounting estimates are particularly sensitive because of their significance to the financial
statements and because of the possibility that future events affecting them may differ significantly from those
expected.

Certain financial statement disclosures are particularly sensitive because of their significance to financial
statement users. The most sensitive disclosure affecting the financial statements was:

The disclosure of Guarantees in Note 19 to the financial statements is significant to financial statement users.
Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and completing our
audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit,
other than those that are trivial, and communicate them to the appropriate level of management. Management
has corrected all such misstatements. In addition, none of the misstatements detected as a result of audit
procedurcs and corrected by management were material, either individually or in the aggregate, to the
financial statements taken as a whole.



Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant
to the financial statements or the auditor’s report. We are pleased to report that no such disagreements arose
during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management
representation letter dated February 3, 2010.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves application of
an accounting principle to the Company’s financial statements or a determination of the type of auditor’s
opinion that may be expressed on those statements, our professional standards require the consulting
accountant to check with us to determinc that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management cach yecar prior to retention as the Company’s auditor. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Deficiencies in the Design of Controls

Based upon the testwork performed over internal controls of cash receipts, cash disbursements, payroll, and
Jjournal entries, it is the auditor’s opinion that various improvements need to be made to the design of internal
controls at Quiet Light Securities, LLC.

Inadequate Segregation of Duties — Cash Disbursements Process

Based upon discussion with the client and procedures performed over cash disbursements, it appears that
Connic Saliba, the accounting clerk, receives the bank statement, and is responsible for processing invoices
and payments, as well as preparing the cash reconciliation. There is a lack of segregation of duties noted in
this process. The same person should not receive the bank statement, process disbursements, and reconcile
cash.

Recommendation: The auditor’s recommendation is to have a copy of the bank statements sent directly to
John Halston, and to have John review these monthly before giving them to Connie. In addition, lan Jansing
should approve all disbursements before they are paid out by the bank. Using this approach, it will be
unnecessary to hire an additional accounts payable clerk, and will ensure appropriate review and approval
over bank reconciliations.

Inadequate Segregation of Duties - Payroll

Although the payroll is performed by an outside payroll service, all payroll is processed and reconciled by
Connie Saliba.

Recommendation: The auditor’s recommendation is to have John Halston review the payroll reports received
from Intuit on a periodic basis to ensure that the correct payroll information is being entered into the system
and communicated to Intuit.
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Inadequate Documentation of the Company'’s Internal Control
Currently, there is no written documentation outlining the Company’s internal control procedures.
Documentation of internal controls may help to train new personnel, as well as to ascertain whether the

controls are operating effectively.

Recommendation: The auditor’s recommendation is to document the Company’s internal control procedures
and policies related to cash receipts, cash disbursements, payroll, and journal entries.

Inadequate Supporting Documentation - Payroll
Currently, employees are not required to fill out I-9 forms or W-4’s.

Recommendation: The auditor’s recommendation is to require employees to complete -9 and W-4 forms, as
well as to provide the appropriate identification.

This information is intended solely for the use of management of Quiet Light Securities, LLC and is not
intended to be and should not be used by anyone other than this specified party.

Foton c%%mw 2 7,

Certified Public Accountants




