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R , OATH OR AFFIRMATION R o S ST
' L S 7&(V r(,ZLJG/?/& e - , swear (or affirm) that o the best of

B my knowledge and behef the accom anyin ﬁnanc1a1 statement and supportlng schedules pertammg to the ﬁrm of P
I . /C/‘ C@(/é]?" fCCJ/aﬂ(j e T ST T
'> of A /Qﬁﬂfw Z-; // are true and correct I further swear (or afﬁrm) that o

’ nerther the company nor any partner, propnetor pr1n01pa1 officer or dlrector has any propnetary mterest in any account

u—l.

;_‘{ clasmﬁed solely as that of a customer except as follows FE SN

- JulaS.;Gray oo
“NofaryPublic =~~~ .
DeKalb County State of Georgia
' \,ommlss:on Exp 9/26/14 )

: Notary Pubhc
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(8) Computatlon of Net Capltal o : vl

- (h)- Computatron for Deterrmnatlon of Reserve Requlrements Pursuant to Rule 1503 3

(i) ‘Information Relatmg to. the Possess1on or Control. Requlrements Under Rule 15¢3-3. R

G A Reconc1llat10n mcludmg appropnate explanatlon of the Computatlon of Net Caprtal Under Rule 1503 1 and the SR

' Computatlon for Determination of the Reserve Requuements Under Exhibit A of Rule 15¢3-3. o i

k) A Reconcrllatron between the audlted and unaudlted Statements of Fmanc1al Condltlon wrth respect to methods of "~
consohdatlon . o P TRy : : C

(D An Oath or Afﬁnnatron .

“(m).A copy of the: SIPC Supplemental Report A : = : R

(n) A report descrlblng any matenal madequacres found to ex1st or found to have ex1sted smce the date of thc prevrous audrt
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: -':?ﬁ.tff_ADE 1 BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS L

INDEPENDENT AUDITORS' REPORT

To the Members and Dlrectors

| YleldQuest Secuntles LLC

‘,”,We have audlted the statement of f nanC|al condltlon of YleldQuest Securltles LLC

B as of: December 31; 2010 and the related statements of operatlons changes in members

o equrty and. cash flows for the ) year then ended that you ‘are filing pursuant to rule 17a 5.

N "under the Secuntles Exchange Act of 1934 These fi nanC|al statements are the

E l_on these t' nancral statements based on our audrt

‘ ﬂkj'We conducted our audlt in accordance wrth audltlng standards generally accepted in the

i United: States of Amerlca Those standards require’ that we. plan and perform the audlt to - L - ce
""_"obtain reasonable assurance about whether the fi nancral statements aré free of matenal e

- '}‘,mlsstatement An audit lncludes examlnrng, on a test basrs evidence. supportlng the

, ’, j_ -amounts and dlsclosures in the: financial, statements. An audit also includes. assessrng
the accountmg principles used and srgnrt‘ cant estlmates made by. management as'well -

TRA as evaluatlng the' overall fi nancral statement presentatron We belleve that our audrt

o 'provrdes a reasonable bas:s for our oprmon

% In our oplnlon the f nancual statements referred to above present falrly, in all matenal

- respects the fi nanmal posrtlon of YleldQuest Secuntres LLC as of. December 31, 2010

- fand the results of its:operations and its cash flows for the year then ended in conformlty
Gt wrth accountlng pnncrples generally accepted |n the Unlted States of Amerrca '

T Our audlt was conducted for the purpose of formlng an oplnlon on the basrc fi nan0|al

L statements taken as: a whole The information contamed in the supplementary schedule o

- s presented for | purposes of addrtlonal analysrs and is not a requrred part of the basrc

' f nancial statements butis supplementary information required by rule 17a-5 under the
o Securltles Exchange Act of 1934." Such mfonnatlon has’ been subjected to the audltmg

_procedures applied.in the audlt of the basrc fi nancral statements and, in our opmlon is ‘_if o
o fairly stated i in all materlal respects in: relatlon to the basrc fi nancral statements taken as c
awhole e e SRR i ,

Atlanta Georgla '

EaR February 15,2011

o 863 FLAT SHOALS ROAD SE, SUITE c 369
" 'CONYERS, GEORGIA’30094 ¢ *
T PH 770 500 9798
_ FAX 678- 868-1411 -~ o
o X}m\xnhjvorrm coL -




| ”‘77'j"-.'-_ASSETs

December 31 2010 PP '

5 {f*:"'":YlELDQUEST SECURITIES,LLC

STATEMENT OF FINANCIAL CONDITION -

B ; FURNITURE AND. EQUIPMENT

CURRENT ASSETS

Cash. = @+ S b
- ‘Secuntles owned at falr value ’

] Due from member current
Total current assets L

Less accumulated deprecratlon Lo e
Furmture and equrpment net o -

,_‘_-.'.-~~::"0THERASSETS ST P L T
Orgamzatlonal costs net of accumulated amortlzatlon

cof $2223
Deposnts : G
Due from members long term
Total other assets

TOTAL e

S ﬁ‘f'_‘Deposrts with cleanngorgamzatlon ST o
* - ~Commissions recelvable -

11186 |
1 050,161

ss976 | -
310220 LI
49722

= AT7.235] . L

588, 266 o
(419112)/;;“

169154 - -

25018
9425 )

T ies0ET] .

o "}‘LIABILITIES AND MEMBERS' EQUITY

,;"‘:CURRENT LIABILITIES . » e T
-Checks. outstandlng in excess of bank balance S
; Payable to cleanng orgamzatlon margm debit - - .

R Accounts payable and. accrued expenses
- -Notepayable’ .~ '~ : i
"'Secuntles sold ‘not yet. purchased at falr value o
' ,Accrued bonuses payable FAIEES
Total current Ilabllltles f L

v / N

' ‘”"LONG-TERM LlABILITY deferred rent payable__t-_:g e
Fhet "VTOTAL LlABlLITIES - ‘f? o

. f"::‘;l\lIEMBERS' EQUITY'-_ e

TOTAL

14,955
. se4038]
:;',,'»"164 394 ] -

i150000 P R B

124001

S 4,550 o

—505.057

— 987 277 ,

o '693 550 e

1680827

B

L See lndependent Audltors Report and:-
L Notes to Fmancnal Statements




YIELDQUEST SECURITIES LLC

: STATEMENT OF OPERATIONS R ORI
FOR THE YEAR ENDED DECEMBER 31 2010 BN

OPERATING EXPENSES

- . Reseéarch S e T 336,085,

LUdnsurance . D e e T e 1085000
- “.Deprematlon LT e e emno 41,801

o _Meals and entertamment e e 31,586
. Office :

23,657}

 Taxesandlicenses” .o i TSt 4998

: " COMM|SS|ONS s - . - = s f'v’(vit,ﬁ89,2,528" B

. Salaries and benefits - o B 2336757
U\Legal and professronal fees ,:. L 02092509
- Clearing -~ " - e P [ 4 -3 B

 Rent - S s as |
Compliance -7l eSS gggpg |

""‘-Telephone Sl s e o080

-  Travel o . B 15447 TR
- Fund distribution A e 12630 )

* “ Postageanddelivery - . oo Do 3415

. continuing educatlon f R R SR - -}
. Bankcharges Tl Lo o e e e pag )
- " Printing and reproductlon R R 1 (o7 4t B
v 1Amort|zatnon ST s L e R o 7031 Ll

o '} OTHER INCOME <EXPENSE>
T Tradmg galns

Y- 2N [

7 "'.:Forgiveness ofmember's debtfor mterest" B SR (3.,628)

| ‘WfNet other mcome I S T A AR 28,499_

See Independent Audltors Report and
“:- Notes to FlnanCIaI Statements

" ~Tota| expenee's N PR 4;.5 814 559:, Tenna
lncome before other mcome <expense> FOEE EE 1,077,969 Lo S

.Rental income frorn sublease S R X1 4 B EERUHE
Clnterest- . - e e 289

’\”Chantablecontnbutlons (300)}

o NeTweome . T e



 STATEMENT OF CHANGES IN MEMBERS' EQUITY SR
__FORTHE YEAR ENDED DECEMBER 31,2010

MEMBERSEQU"Y JANUARY1 $ 703117 | R

= »Net ithme’ '

S 1106468

2010 members dlstnbutlons (1116035) SR

| :_'g_:MEMBERs' EQUITY DECEMBER31 e B

: See IndependentAudltors Report and -
Notes to Fmanccal Statements S




YIELDQUEST SECURITIES LLC

, STATEMENT OF CASH FLOWS Vs
FOR THE YEAR ENDED DECEMBER 31 2010

S :.‘CASH AT END 0|= YEAR

OPERATING ACTIVITIES
Net rncome

Adjustments to reconcrle net lncome to. net IRR
‘cash provrded by operating actrvmes e
E ‘,,'Deprematlon and amortrzatron L -
.~ Increase in securities. owned at fair. value g
o flncrease in deposrts ‘with cleanng organrzatlon .
- Decréase in commissions receivable” . .
; Decrease in- dlstrlbutlon fees recervable
.Decrease in due from member current
Decrease in checks outstandrng in excess of bank bal
. Increase in payable to: cleanng orgamzatron margm
- yIncrease in note payable .
SRR Increase in accounts payable and accrued expenses

L ‘,Increase in securities sold, not' yet purchased at fa|r value-’tw

o 'Decrease in bonuses: payabIe
' “;lecrease in deferred rent

Net cash provrded by operatlng actrvrtres
‘ imvesrmc ACTIVITIES

Purchase of property and equrpment B
Repayments of due from employees and members

Net cash used by mvestmg actrvrtles

v

. yFINANCING ACTIVITY member d|str|butlons

Net cash used by t” nancmg actrvrtles

S NET INCREASE IN CASH

o 'CASH AT BEGINNING OF YEAR

. "1‘50'000’
51,254

Caos04)

k (475,093)! :

(e =
©o52043)

2,312
8,705

T (15,993)] L

245261

12 400

(11 675)| Sy |
(3087) S

1 EEY A

(44557)

~ ,(38,51"1‘0')-' g

S o(meoss)|

o tosssf

=

EERE B

See lndependent Audltors Report and
’ Notes to. Fmancral Statements RRE
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\"‘;f'fYIELDQUEST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

o 'SUMMARY oF SIGNIFICANT ACCOUNTING POLICIES

. ' : iOrgamzatlon and Nature of Busrness I ‘ B
o) YieldQuest. Secuntles e (the Company) |s a broker—dealer reglstered w1th the

S Securities and Exchange Commrssron (SEC) and FINRA The Company isa f T T

T _Georgra Ilmlted lsablllty company (LLC)

"VBaSlS of Presentatlon

The Company IS engaged Vm a smgle llne of busmess as a secuntles broker—dealer e

i fwh|ch comprlses several classes of servrces

'1"',-"-lncomeTaxes w S Lo - ‘
_~The Company isa. Ilmlted Ilabrllty company for mcome tax reportmg purposes and

is provrded |n the fi nancral statements

C'TIEstrmates ) T L S .
- The presentatron of ﬁnancral statements in conformlty wrth U S generally

as such, is not subject toincome tax: Acc0rd|ngly, no provrsmn for rncome taxes L

i accepted accountmg pnncrples requrres management to make estlmates and SR

o N assumptlons that affect the reported. amounts of assets and llabllmes and
L ":.dlsclosure of contmgent assets and Irabrlrtles at the date of the t' nanC|aI

S -statements and the reported amounts of revenues and expenses dunng the
reportlng perlod Actual results could dlffer from those estlmates

‘» Deprematron and Amortlzatlon IR ’ R
7 ,Depreclatlon is computed on the same basrs that the Company uses for |ts
L partnershlp mcome tax returns on a tax. basrs Thls baS|s encompasses usmg
' the modlﬁed accelerated cost recovery system (MACRS) using useful lives of -

E five to thlrty one years The dlfference between the tax basis used and deprematlon'- R

| “ ) ~+in accordance with generally accepted accountlng pnnmples was deemed -
L |mmatena| Amortlzatron is provrded ona. stralght~lme ba3|s usnng an estlmated
‘ g,?-'useful Irfe of fve years L _ ; : S ST

o Commlssrons

~ Commissions and related cleanng expenses are recorded on a trade-date basrs as S

T ’secuntles transactrons occur

S -;:Concentratron of Credlt R|sk ’ L A
" The Company mamtalns its cash rn bank deposnt accounts Wthh at trmes may

. exceed federally lnsured fimits. The Company has not experlenced any lossestin -

o __such accounts and belleves rt is not exposed te any srgnn“ cant credlt nsk for cash




B “ SUMMARY 0F SIGNIFICANT ACCOUNTING POLlCIES contmued

"Secuntres Transactlons

“Secuntles transactlons are recorded ona trade date basrs as |f they had settled C L
* Profit orloss arising from all securrtles transactions entered mto for the account and o

f'nsk of the Company are recorded on a trade—date basrs "r B s o

- DEPOSITS WlTH CLEARlNG ORGANIZATIONS

S '..The amounts deposrted wrth clearlng orgamzatlons for the year ended December ';:1 o

- 31, 2010 is $55,976.-The’ Company clears all of its customer. transactlons i
S ,through a. broker-dealer mdependent of the Company on a fully dlsclosed basrs

e Comm|SS|on revenue lS denved by the Company actlng as an agent buylng and

o 'COMMISSIONS RECEIVABLE

SR ‘sellmg secuntles on behalf of its customers: In return for such servrces the"

‘Company charges a commlssron Each:time a- customer enters lnto a buy or
-sell transaction a comm|SS|on is earned by the Company for its- selllng and "’

R -_!admlnlstratlve efforts Commrssrons recelvable for the year ended December 31

_2010 15§31, 220.

o ,;SECURITIES OWNED. « o |
Securities owned consist of secuntles held for. tradang purposes Securltles that

s are marketable are stated fair value and secuntres not readlly marketable if. any, e AT
are camed at fair. value as detemuned by management The increase. or decrease T

- ~in net unrealized apprecratlon or deprecratlon of secuntles is cred|ted or charged
‘ tooperatlons Pl e T RS

FAIR VALUE MEASUREMENTS

As def ned i in Accountlng Standards Codlf catron 820 Falr Value Measurements (ASC
- 820), falr value is the: price that would be received.to sell an asset or pard to transfer v

: -:_j'_" ' l|ab|l|ty inan orderly transaction- between market partrmpants at the measurement
. date (an exit price methodology)..'‘ASC 820 establlshes a framework for measunng
o _falr value that includes a hlerarchy used to classify mputs used-in measunng fair-

value.. The hlerarchy prlontlzes lnputs to valuation techniques’ used to-measure farr

o value: into three levels Wthh are; elther observablé or unobservable Observable

- '»mputs reﬂect market- data obtalned from independent sources whlle unobservable o
~inputs” reflect an’ entlty 's-view Of. market assumptlons in the absence of observable,; .
_market information. The level in the fair value h|erarchy within which the fair value -

- measurement falls is determmed based on the Iowest Ievel mput that Is' S|gn|ﬁcant.ﬂ 1 -

o to the farr value measurement



-FAIR VALUE MEASUREMENTS contmued
L Flnancral lnstruments are consrdered Level 1 when therr values are determmed usrng
L quoted prlces in active ‘markets for ldentlcal assets that the. reportlng entity | has the
_’j.'\f_-'abllrty to access at the. measurement date Level 2 mputs are‘inputs other. than quoted -
“;'..pnces included: wrthrn Level 1, such as quoted prices for srmllar assets in actlve or.
‘indctive markets; mputs other than quoted prices that are observable for the asset

or. mputs that are derived pnncrpally from or corroborated by observable market data 5
N _,}'by correlatlon or other means. - e o &

. :Flnancral mstruments are consrdered Level 3 when thelr values are determlned usrng

= ‘.prlcmg models; dlscounted cash ﬂow methodologres or srmrlar techmques and at Ieast .

o also include those for which the determlnatlon of falr value requrres srgnrf cant
fmanagement judgment or estlmatron . -

=at farr value ona recurnng basrs as of December 31 2010

:‘Descrlptlon if-f‘«. Total Level 1 Level2 Level3

B ’one srgnlf cant model assumptlon or 1nput is unobservable Level 3 fnanmal mstruments,,i', L

- ’_The followmg table sets forth the Companys assets and lrabllltles that are measured

o Secrities owned

: Secuntles sold not yet purchased

State and mumc.pal obllgatrons $1 050 161 $ $1 050161}{'_5 $ e

co State and mummpal oblrgatlons (12 400) '.' (12 400)",1‘3‘_,; $- c L
”ﬂf‘_fTotal ) "if}]'.? $1 037 761 .'?5_.$'f $1 037 761;‘.'};,‘,"$’-7'f,j..f:."..
e :.,“,PAYABLE TO CLEARING ORGANIZATION

.. 'and isreflected-on the Statement of: Financial Condition. The Company clears |ts
S 'customer transactions through a broker—dealer mdependent of the Company on.

. a fuIIy drsclosed basis. The amount payable relates to'the. aforementroned
RENS _‘:transac’uons and is collateralrzed b securmes owned by the Company

,

[ .'«"'-'COMMITMENTS

o ’ -'The Company has obllgatrons under operatrng Ieases wrth rnrtlal non- cancelable
: terms in excess of one-year.. Aggregate annual rentals for off ice space at '

e Amounts payable to cleanng orgamzatron as S of December 31 2010 is $564 938 e

December 31 2010 are as ||sted below S

e 1960000 SR

: YearEndmg December31 DR T

. 2 2011‘-;_,. .. 430,079
T L2012 0 - 442,954 -
S 2013 0 456,262

- : \' S ;‘:‘j.20~14‘” BRI

2 . _Thereafter .- 160, 773 1

469,932 )




0.

T o,,‘\,NET CAPITAL REQUIREMENTS

' COMMITMENTS contlnued

jA portlon of the aggregate annual rentals shown above mcludes 100% of the rental
PR oblrgatlon for faCllttleS shared by the Company and YleIdQuest Advrsors LLC
. {the RIA) The Company and the RIA each pay a portlon of the fental expense for e
‘~ - '_:;'such facility based.on a management expense shanng agreement see also note. 1.
" The Company' s aggregate rent expense for the year ended December 31 2010 |s C
-;$254146 T :

R In October 2007 the Company moved to new facrhtres S|gn|ng ag90 month : -
' Iease As incentive for the Company to move, the" Iandlord provrded free rent for the -
L the fi rst six months. of occupancy Startlng in‘October, 2007, rent expense T
e was recorded based-on the. total rental’ commitment of 90 months. Due to the free .
~ rent'term, however there was a drfference inthe expense recorded and the actual’

rent remltted The d|fference between the expense and the rent remltted is recorded”

T as deferred rent on the’ statement of f nancral condrtlon As of December 31 2010
,;-“deferred rent is $79, 040 e Ll :

o OTHER INCOME <EXPENSE>

: ,‘-_'_,ln 2008 the Company entered |nto a 5 year exclus;ve agreement wrth thelr cleanng
e -broker-dealer. ‘A penalty would be charged if the Company chose to termlnate
= their relat|onsh|p wrth the cleanng broker W|th|n the fis rst f ive years as follows lf

R termmated . T

YE ,'The Company IS subject to the Secur|t|es and Exchange Comm|SS|on Umform f o
-Net Capltal Rule (SEC Rule 15¢3-1), which requrres the malntenance of mlnlmum
- net capltal and requires: that the ratio of aggregate mdebtedness to net capltal
'-_-both as defi ned .shall not'exceed 15to 1 (and the rule of the "apphcable“ ’
"':_."'__exchange also provides that. eqUIty capltal may not: be-withdrawn or.cash; dlwdends -
" paid if the resultmg net’ capltal ratio would exceed 10to 1) At December 31,
-.+172010, the Company had net cap|tal of $381, 403, whrch was $281, 403 in excess of
-7 its required net capital of $100 000: The Companys percentage of aggregate B
: lndebtedness to net capltal was 255. 60% U : S B

EXEMPTIVE PROVISION

v The Company meets all of the reqwrements for exemptlon from SEC Rule 1503 3
S “with. regard-to the computation for determination of reserve requrrements The _ '_ -
»."Company does not hold funds or securmes for or owe money or secuntles to .
customers s B

Onor béf‘aréMa’féh‘M ‘2611'$’ 300000
~ On or before March 31,2012~ " 200,000
On or before March 31 2013 o .;1’00,9\_00; o



S

. The Company and YleldQuest Advrsors LLC (the RIA) a company under common
T control share- oft‘ ice space and have’ entered into-a management expense sharlng
e agreement (Agreement) Certain shared expenses are allocated between the:.

7 thes Company and the RIA based on square footage utlllzed by each company .

L \frespectlvely ) : . LT

E ‘j§ RELATED PARTY TRANSACTIONS

o ; A member was granted a short term toan from the Company The amount owed
_ +asof December 31,2010.is $49 722 and is. reﬂected on- the statement of ﬁnancral
S ':fcondltron as due from member _current ' :

N i .Members receuved total salanes of $1 376 316 for the year ended December 31 2010 . i e
S whlch is reported as salanes and benef ts on the statement of operatlons ‘ s

- Durlng the year ended December 31 2010 the cash ﬂow of the RIA under common
_ " control was not. sufﬁcrent to-pay back its: debt to the Company, as a result the -
A [Company forgave the debt that’ ‘was due from the RIA- under common control
o ‘_Smce the ownershlp of ﬂle Company and RIA are ldentlcal the forgrveness T
e _ “is a-members" dlstnbutlon for the Company, and a correspondlng members contrl- e
e ': ; -butlon to'the RIA: The aforementloned dlstnbutron is* reported on the Statement of
R Changes in Members equrty as members dlstnbutlons -

L In addrtlon to the R!A there is another entlty under common controI that provrdes P
’ fmarketmg and: research services - BKC Systems tnc (BKC) For the year ended oo
"~ December 31; 2010-BKC received $1,936,000. for its efforts whlch is mcluded in. the RS
' _statement of operatlons as Iegal and professmnal fees ' L

A substantlal portlon of revenue was earned from an aff hate For the year ended
T ’;December 31 2010 commlssrons from an: afﬁllate was approxrmately $3 6 mlllron

0




’ YIELDQUEST SECURITIES LLC

. .COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1 or= THE

' SECURITlES AND EXCHANGE COMM!SSION
: : AS OF DECEMBER 31 2010 '

— ] SCHEDULET |

o TOTAL MEMBERS‘ EQUITY QUALIFIED FOR NET
CAPITAL

R DEDUCTIONS ANDIOR CHARGES
' ‘Non-allowable assets;

. - Due from members ‘ .
Furnlture and equrpment net
Deposrts AR
15c3 1(ﬂ securmes o

NET CAPITAL 2 ,» ':;;_ 3
S AGGREGATE INDEBTEDNESS

o .'_Checks outstandlng in excess of bank balance
' Payable to clearing organlzatlon margln

* . Accounts payable and accrued expenses ‘} O

" 'Note payable . ’
" Accrued bonuses payable :
o Deferred rent payable

Total aggregate lndebtedness SR

COMPUTATION OF BASIC NET CAPITAL REQU!REMENT-{" TR URE
T o000

o Mrnumum net caprtal requrred
Excess net capltal
.'—Excess net caprta‘l_;-a,tﬂ,»()oo p‘eTcen’t,'f _' L

o , 'Percentage‘of aggre'gate ii}ndebted_n’esfsy to:ne't;ca_'p'ital/ S

(59 147)

- [_emsm)

(25013)f .

(58 831)].

R I R

Caess|

.. 564,938
164,394

 ts0000) -
2180
79,040

s orasr7]

[ =aos]

=

[ omeow

'There is no dlfference in the above computatron and the Companys net. capltal as reported |n

. ‘: ”'v,the Companys Part i (unaudlted) FOCUS report as of December 31 2010

See IndependentAudrtors Report A
11 o

(169 154)



o ) YreldQuest Secuntres LLC

| ,IWADE ’r_BOWDEN & COMPANY
. ,?-,CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

’ | *»»'»’INDEPENDENT ACCOUNTANTS' REPORT

L , " - 'REQUIRED BY ,
S _’. SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A—5(e)(4) SRR

SIS AGREED-UPON PROCEDURES RELATED TO AN ENTITY'S SIPC

o : ASSESSMENT RECONCILIATION

Y TTo the Members and Drrectors

. »:';In accordance wrth Rule 17a-5(e)(4) under the Secuntres Exchange Act of 1934 ] have performed the o
. ;procedures enumerated below with respect to the accompanyrng Schedule of Assessment and
S Payments Form SIPC 7= pages 14 and. 15 to the Secuntres Investor Protectron Corporatron el
o (SIPC)for the year. ended December. 31 2010 ‘which were agreed to by YleIdQuest Securrtres LLC
“and the Secuntres and Exchange Commrssron ‘Financial lndustry Regulatory Authorrty Inc and
- the SIPC; solely to assrst you and the other specrf ed partres in evaluating: YreldQuest Securrtres PR
) v'LLC's complrance with the applrcable mstructrons Of the Transitional Assessment. Reconcrlratron (Form ;; T

;'.SIPC 7). YreldQuest Secuntres LLC’s management is: responsrble for the YreldQuest Securrtres s

i LLC's compliance with those. requrrements This agreed-upon procedures engagement was conducted'l«‘;f LR T
L i accordance with: attestatron standards establrshed by the American !nstrtute of Certifi ed- Publrc :
L f‘Accountants “The suffic iciency of these’ procedures is. solely the responsrbrlrty of those. partres

, _.-,specrﬁed in this report Consequently, we make’ no. representatron regardrng the: suft‘ crency of the e
. 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 fi ndrngs are ‘as. follows ~

: 1. Compared the Irsted assessment payments in Form SIPC -7 wrth respectrve cash drsbursement . )

" » records entrres rn the general ledger notrng no drfferences

2 Compared the amounts reported on the audrted Form X—1 7A—5 for the year ended December 31

R 2010, as: applrcable with the. amounts reported in Form SIPC 7 for the year ended December 31

L ,schedules and workrng papers

, - 2010 notlng:no drfferences

" '3 There were no adjustments reported m Form SIPC-7 thus no: drfferences |

‘ "4._-14 Proved the arrthmetrcal accuracy of the calculatrons reﬂected in- Form SIPC 7 and |n the related

j—5 There was no appllcatron of overpayment thus no drfference between the current assessment f‘:’f e kT

- 'f'iand the ongrnal computatron

See Independent Audrtors Report and
Notes to Frnancral Statements ;
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REPORT ON INTERNAL CONTROL

WADE 1 "’BOWDEN & CQMPANY” '

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS R

Sl : REQUIREDBY B
SECURITIES EXCHAN GE COMMISSION (SEC) RULE 17A 5
FOR A BROKER DEALER CLAIMING AN EXEMPTION FROM
L L L (SEC) RULE 15c3-3 -
R )To the Members and Dlrectors L e :
e ‘.‘“eretdQuest Secuntres LLC

- In plannlng and performlng our audlt of the f nancrat statements and supplementary schedule of

o " YieldQuest Securities, LLC (the "Company“) as of and forthe. year ended December 31 2010 we o

o consrdered its internal control, including control actrvrtres for. safeguardlng secuntres in order to
R rdetermlne our audrtrng procedures for the purpose of expressmg our oprnron on the fi nancral
- ‘-_(statements and not to provrde assurance on rnternal control

- '»;:g::»r}Also as requrred by Rule 17a 5(g)(1) of the Secuntres and Exchange Commlssron ("SEC") we
-have made a. study of the practices and procedures followed by the Company, |nclud|ng tests of

" such practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) ,' T

' in makmg the periodic computatrons of. aggregate lndebtedness (or aggregate deblts) and net S AR

j'caprtat under: Rule 17a—3(a)(1 1) and for determrmng complrance wrth the exemptive: provisions of
7. Rule 15c3-3 Because the’ Company does not carry. securities accounts for customers or perform _
B custodlal functrons relatmg to customer secuntles we dld not revrew the practrces and procedures v

o ffollowed by the Company in any of the followmg Sile :

‘ 1"‘Makmg quarterly secuntres exammatrons counts verrﬁcatrons and oompansons |

2 Recordatron of drfferences requrred by Rule 17a 13

. 3 Complymg wrth the requrrements for prompt payment for secuntres under Sectlon 8 of 7
s Federal Reserve Regulatron T of the Board of Govemors of the Federal Reserve System

The: management of the Company is responsrble for establlshrng and marntarnmg mternal control
- ‘and the practrces and procedures referred toin.the precedmg paragraph in fulﬂllrng this.
S responsrbrlrty estlmates and judgments by management are requrred to assess the. expected
. benefits and related costs of controls and the practrces and procedures referred to'in-the precedrng

SRt paragraph and to assess whether those practrces and procedures can: be expected to achreve the - .
" SEC's.above mentloned objectrves Two of the objectrves ofinternal’ control and the practices and- R
» ﬁprocedures aré to provide: management with reasonable but not absolute assurance:that assets for i )

Lo , -.whrch the- Company has responsrbllrty are safeguarded agarnst Ioss from unauthonzed use or - o
, ;drsposrtron ‘and that transactlons are executed in- ‘accordance with management‘s authonzatron T

: «v'vSee Independent Audrtors Report and
= Notes to Frnanmal Statements
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- : and recorded properly to pen‘nlt the preparatron of fi nancral statements in conformrty with acoountrng» : T
S prmcrples generally accepted in. the United States of Amenca Rute 17a~5(g) Ilsts addrtronal
L ;'objectrves of the practrces and procedures Ilsted ln the precedmg paragraph ’




- Because of mherent lrmrtatrons in. any rntemal control or the practrces and procedures referred to.
“above, errors or fraud may occur and’ not be detected Also, pro;ectron of any evaluation of them

-‘jto future: perrods is subject to the: risk that they may become madequate because of changes m
o »condrtrons or the effectlveness of thetr desrgn and operatron may detenorate

oy jOur consrderatlon of the mtemal control would not necessanly drsclose all matters in mternal

" <control that might be material weaknesses under standards establrshed by the American Instltute b R

oof Certifi ed Pubhc ‘Accountants. A materlal weakness isa cond|t|on in. which the design or operat|on~f

.o of the specific internal control components does: ‘not. reduce to a- relatlvely low: Ievel the risk that error e TR
S or fraud-in amounts that would be matenal in relat|on to the fi nancial. statements berng aud|ted may. .

~  "occur and not be detected wrthrn a. tlmety perlod by employees in the normal course of - performrng
- their. assrgned functions. However we noted no matters mvolvmg the internal control, lncludrng

o ;Control actlvrtres for safeguardlng secuntles that we consrder to be materlal weakness as. deﬁned S

‘ ;j‘j-above SR L

We understand that pract|ces and procedures that accomphsh the objectlves referred to in. the

h E second paragraph of this report are consrdered by the SEC to be adequate for its’ purposes m
’ accordance with the Securities Exchange Act of 1934 and related regulatlons and that practrces

3 ', “and procedures that do not accomplish such objectlves in all material respects. indicate a matenal

oo _inadequacy for'such purposes. Based on this understanding and on our study, we believe that the SRR

'-Company S practlces and procedures were adequate as of December 31 201 0 to meet the SEC'
" vobjectrves . N o ‘ . o

P

: ThIS report is rntended solely for the mformatlon and use of the Board of Dlrectors management

e - the SEC,.and other regulatory agencres that rely: on Rule 17a 5(g) under the Securities Exchange

) _(Act of 1934-in their regulation of reglstered brokers and dealers and is not rntended to be used by ..
o ‘-anyone other than these specrf ied partres : RS :

Atlanta Georg|a
.February 15 2011

, See Independent Audrtors Report and
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