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OATH OR AFFIRMATION

1, , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
YieldQuest Securities, LLC , as

of December 31 ,20 11 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:

Signature

Title

Notary Public

—J

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) 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 Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

BROKRONORBEE

XN O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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WADE ] BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

To the Members
YieldQuest Securities, LLC

We have audited the statement of financial condition of YieldQuest Securities, LLC (the
“Company”) as of December 31, 2011 and the related statements of operations, changes in
members’ equity and cash flows for the year 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 audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
.An audit includes examining, on 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 audit provides 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 YieldQuest Securities, LLC as of December 31, 2011 and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplementary schedule 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 audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Or ke fO3evwebini € Comprrizr—

Atlanta, Georgia
February 13, 2012

1720 EPPS BRIDGE PARKWAY, SUITE 108-381
ATHENS, GEORGIA 30606
PH 770-500-9798
FAX 678-868-1411
WBOWDEN@VOLCPA.COM




YIELDQUEST SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION
December 31, 2011

ASSETS
CURRENT ASSETS:
Cash $ 140,331
Securities owned, at fair value 1,465,632
Deposits with clearing organization 55,977
Commissions receivable 188,676
Due from member - current 1,748
Total current assets | 1,852,364
FURNITURE AND EQUIPMENT 593,113
Less accumulated depreciation (483,337)
Furniture and equipment - net | 109,776
OTHER ASSETS:
Organizational costs, net of accumulated amortization
of $2,223 -
Deposit 25,013
Due from members - long term 8,828
Total other assets | 33,841
TOTAL | $ 1,995,981
LIABILITIES AND MEMBERS' EQUITY
CURRENT LIABILITIES:
Payable to clearing organization - margin debit $ 931,728
Accounts payable and accrued expenses 89,507
Note payable to member 350,000
Securities sold, not yet purchased, at fair value 21,436
Accrued bonuses payable 61,993
Total current liabilities | 1,454,664
LONG-TERM LIABILITY - deferred rent payable 29,211
TOTAL LIABILITIES | 1,483,875
MEMBERS' EQUITY 512,106
TOTAL | $ 1,995,981

See Independent Auditors’ Report and
Notes to Financial Statements.
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YIELDQUEST SECURITIES, LLC

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

COMMISSIONS

OPERATING EXPENSES:
Salaries and benefits
Legal and professional
Clearing
Research
Rent
Compliance
Insurance
Advertising
Depreciation
Telephone
Meals and entertainment
Travel
Office
Taxes and licenses
Fund distribution
Postage and delivery
Printing and reproduction
Bank charges
Continuing education

Total expenses
Net earnings before other income <expense>

OTHER INCOME <EXPENSE>:
Trading gains - net
Interest income
Interest expense
Charitable contributions
Net other income

NET INCOME

I $ 5,676,973

2,138,207
1,428,344
453,291
325,190
189,359
93,838
76,732
74,951
61,399
47,212
38,552
23,945
21,600
10,507
5,724
3,711
2,681
2,590
2,149

[ 7,999,982

I 676,991

51,368
4,520

(4,652)

(300)

I 50,936

I $ 727,927

See Independent Auditors' Report and
Notes to Financial Statements.
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YIELDQUEST SECURITIES, LLC

STATEMENT OF CHANGES IN MEMBERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

MEMBERS' EQUITY, JANUARY 1 $ 693,550
Net income 727,927
Member contributions 427,026
Members' distributions - (1,223,846)
Redemption of members' interests (112,551)
MEMBERS' EQUITY, DECEMBER 31 | 512,106

See Independent Auditors' Report and
Notes to Financial Statements.
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YIELDQUEST SECURITIES, LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011

OPERATING ACTIVITIES:
Net income $ 727,927

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 61,399
(Increase) decrease in:
Securities owned, at fair value (415,471 )E
Commissions receivable 121,543
Due from employee 47,974
Increase (decrease) in:
Checks outstanding in excess of bank balance (14,955)
Payable to clearing organization - margin debit 366,790
Note payable to member 200,000
Accounts payable and accrued expenses (74,887)
Securities sold, not yet purchased, at fair value 9,036
Accrued bonuses payable 60,443
Deferred rent payable (49,829)|
Net cash provided by operating activities | 1,039,970
INVESTING ACTIVITIES:
Purchase of property and equipment (2,021)
Repayments of due from members 597
Net cash used by investing activities | (1,424)
FINANCING ACTIVITIES:
Member contributions 427,026
Members' distributions (1 ,223,846)|
Redemption of members' interests (112,551),
Net cash used by financing activities | (909,371)|
NET INCREASE IN CASH | 129,175
CASH AT BEGINNING OF YEAR 11,156
CASH AT END OF YEAR | $ 140,331

SUPPLEMENTAL CASH FLOWS DISCLOSURES:

Interest payments | $ 4,652

See Independent Auditors’ Report and
Notes to Financial Statements.
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YIELDQUEST SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business
YieldQuest Securities, LLC (the Company) is a broker-dealer registered with the

Securities and Exchange Commission (SEC) and FINRA. The Company is a
Georgia limited liability company (LLC).

Since the Company is a limited liability company, the member is not liable for the
debts, obligations, or liabilities of the Company, whether arising in contract, tort or
otherwise, unless the member has signed a specific guarantee.

Basis of Presentation
The Company is engaged in a single line of business as a securities broker-dealer,
which comprises several classes of services.

Income Taxes

The Company is a limited liability company for income tax reporting purposes, and
as such, is not subject to income tax. Accordingly, no provision for income taxes
is provided in the financial statements.

Estimates

The presentation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

Depreciation and Amortization

Depreciation is computed on the same basis that the Company uses for its
partnership income tax returns, on a tax basis. This basis encompasses using

the modified accelerated cost recovery system (MACRS) using useful lives of

five to thirty one years. The difference between the tax basis used and depreciation
in accordance with generally accepted accounting principles was deemed
immaterial. Amortization is provided on a straight-line basis using an estimated
useful life of five years.

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



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued

Off-Balance Sheet Risks and Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which
counterparties primarily include broker-dealers, banks and other financial
institutions. In the event counterparties do not fulfill their obligations, the Company
may be exposed to risk. The risk of default depends on the creditworthiness of

of the counterparty or issuer of the instrument. It is the Company's policy to
review, as necessary, the credit standing of each counterparty.

The Company maintains its cash in bank deposit accounts, which at times, may
exceed federally insured limits. The Company has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk for cash.

Securities Transactions

Securities transactions are recorded on a trade date basis, as if they had settled.
Profit or loss arising from all securities transactions entered into for the account and
risk of the Company are recorded on a trade-date basis. '

DEPOSITS WITH CLEARING ORGANIZATIONS

The amounts deposited with clearing organizations for the year ended December
31, 2011 is $55,977. The Company clears all of its customer transactions
through a broker-dealer independent of the Company on a fully disclosed basis.

COMMISSIONS RECEIVABLE

Commission revenue is derived by the Company acting as an agent buying and
selling securities on behalf of its customers. In return for such services, the
Company charges a commission. Each time a customer enters into a buy or

sell transaction a commission is earned by the Company for its selling and
administrative efforts. Commissions receivable for the year ended December 31,
2011 is $188,676.

SECURITIES OWNED

Securities owned consist of securities held for trading purposes. Securities that

are marketable are stated at fair value and securities not readily marketable, if any,
are carried at fair value as determined by management. The increase or decrease

in net unrealized appreciation or depreciation of securities is credited or charged

to operations. Net realized and unrealized gain (loss) on trading securities is reported
on the accompanying Statement of Operations. The unrealized gain that relates to
trading securities held as of December 31, 2011 is $28,100.



FAIR VALUE MEASUREMENTS

As defined in Accounting Standards Codification 820 Fair Value Measurements (ASC
820), fair value is the price that would be received to sell an asset or paid to transfer
liability in an orderly transaction between market participants at the measurement
date (an exit price methodology). ASC 820 establishes a framework for measuring
fair value that includes a hierarchy used to classify inputs used in measuring fair
value. The hierarchy prioritizes inputs to valuation techniques used to measure fair
value into three levels which are either observable or unobservable. Observable
inputs reflect market data obtained from independent sources while unobservable
inputs reflect an entity's view of market assumptions in the absence of observable
market information. The level in the fair value hierarchy within which the fair value
measurement falls is determined based on the lowest level input that is significant

to the fair value measurement.

Financial instruments are considered Level 1 when their values are determined using
quoted prices in active markets for identical assets that the reporting entity has the
ability to access at the measurement date. Level 2 inputs are inputs other than quoted
prices included within Level 1, such as quoted prices for similar assets in active or
inactive markets, inputs other than quoted prices that are observable for the asset,

or inputs that are derived principally from or corroborated by observable market data
by correlation or other means.

Financial instruments are considered Level 3 when their values are determined using
pricing models, discounted cash flow methodologies or similar techniques and at least
one significant model assumption or input is unobservable. Level 3 financial instruments
also include those for which the determination of fair value requires significant
management judgment or estimation.

The following table sets forth the Company's assets and liabilities that are measured
at fair value on a recurring basis as of December 31, 2011:

Description Total Level 1 Level2 Level3
Securities owned:

State and municipal obligations  $1,446,522 - § - $1,446,522 $ -

Corporate obligation 19,110 - 19,110 -
Securities sold, not yet purchased:

State and municipal obligations (21,436) - (21,436) -
Total $1,444196  $ - $1,444,196 $ -

PAYABLE TO CLEARING ORGANIZATION

Amounts payable to clearing organization as of December 31, 2011 is $931,902
and is reflected on the Statement of Financial Condition. The Company clears its
customer transactions through a broker-dealer independent of the Company on

a fully disclosed basis. The amount payable relates to the aforementioned
transactions and is collateralized by securities owned by the Company.



COMMITMENTS

The Company has obligations under operating leases with initial non-cancelable
terms in excess of one year. Aggregate annual rentals for office space at
December 31, 2011 are as listed below:

Year Ending December 31
2012 $ 338,664

2013 345,955
2014 353,435
2015 119,950
Thereafter -

[S 1,158,004

A portion of the aggregate annual rentals shown above includes 100% of the rental
obligation for facilities shared by the Company and YieldQuest Advisor's, LLC

(the RIA). The Company and the RIA each pay a portion of the rental expense for
such facility based on a management expense sharing agreement, see also note 11.
The Company's aggregate rent expense for the year ended December 31, 2011 is
$189,359.

In October, 2007, the Company moved to new facilities signing a 90 month

lease. As incentive for the Company to move, the landiord provided free rent for

the first six months of occupancy. Starting in October, 2007, rent expense

was recorded based on the total rental commitment of 90 months. Due to the free
rent term, however, there was a difference in the expense recorded and the actual
rent remitted. The difference between the expense and the rent remitted is recorded
as deferred rent on the statement of financial condition. As of December 31, 2011,
deferred rent is $29,211.

OTHER INCOME <EXPENSE>

In 2008, the Company entered into a 5 year, exclusive agreement with their clearing
broker-dealer. A penalty would be charged if the Company chose to terminate

their relationship with the clearing broker within the first five years as follows. If
terminated:

On or before March 31, 2012 200,000
On or before March 31, 2013 100,000



10.

11.

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 ratio of aggregate indebtedness to net capital,
both as defined, shall not exceed 15 to 1 (and the rule of the "applicable”
exchange also provides that equity capital may not be withdrawn or cash dividends
paid if the resulting net capital ratio would exceed 10 to 1). At December 31,

2011, the Company had net capital of $282,379, which was $182,379 in excess of
its required net capital of $100,000. The Company's percentage of aggregate
indebtedness to net capital was 517.90%.

EXEMPTIVE PROVISION

The Company meets all of the requirements for exemption from SEC Rule 15¢3-3
with regard to the computation for determination of reserve requirements. The
Company does not hold funds or securities for, or owe money or securities to,
customers.

RELATED PARTY TRANSACTIONS

As of December 31, 2011 the Company has a note payable to a member in the amount
$350,000. The Note is reflected on the accompanying Statement of Financial
Condition.

A substantial portion of revenue was earned from an affiliate. For the year ended
December 31, 2011 commissions from an affiliate was approximately $2.8 million.

Members received total salaries of $1,147,167 for the year ended December 31, 2011
which is reported as salaries and benefits on the statement of operations.

The Company and YieldQuest Advisors, LLC (the RIA), a company under common
control, share office space and have entered into a management expense sharing
agreement (Agreement). Certain shared expenses are allocated between the

the Company and the RIA based on square footage utilized by each company
respectively.

In addition to the RIA, there is another entity under common control that provides
marketing and research services - BKC Systems, Inc. (BKC). For the year ended
December 31, 2011 BKC received $1,110,000 for its services, which is included in the
statement of operations as legal and professional fees.

During the year ended December 31, 2011 the cash flow of the RIA under common
control was not sufficient to pay back its debt to the Company, as a result the
Company forgave the debt that was due from the RIA under common control.
Since the ownership of the Company and RIA are identical, the forgiveness

is a members' distribution for the Company, and a corresponding members' contri-
bution to the RIA. The aforementioned distribution is reported on the Statement of
Changes in Members' equity as members' distributions.

10



YIELDQUEST SECURITIES, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2011

[ SCHEDULE 1

TOTAL MEMBERS' EQUITY QUALIFIED FOR NET

CAPITAL I $ 512,106

DEDUCTIONS AND/OR CHARGES:
Non-allowable assets:

Due from members ' (10,576)
Furniture and equipment - net (109,776)
Deposit (25,013)
15¢3-1(f) securities (84,362)

NET CAPITAL | $ 282,379

) AGGREGATE INDEBTEDNESS:
Payable to clearing organization - margin debit 931,728
Accounts payable and accrued expenses 89,507
Note payable to member 350,000
Accrued bonuses payable 61,993
Deferred rent payable 29,211
Total aggregate indebtedness | 8 1,462,439
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -

Minimum net capital required S 100,000
Excess net capital » | $ 182,379
Excess net capital at 1,000 percent |$ 136,135
Percentage of aggregate indebtedness to net capital | 517.90%

There is no difference in the above computation and the Company's net capital, as reported in the
Company's Part Il (unaudited) FOCUS report as of December 31, 2011.

See Independent Auditors' Report
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WADE ] BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOVUNTANTS & CONSULTANTS

INDEPENDENT ACCOUNTANTS' REPORT
REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5(¢) (4)
AGREED-UPON PROCEDURES RELATED TO AN ENTITY'S
SIPC ASSESSMENT RECONCILIATION

To the Members
YieldQuest Securities, LLC

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, | have
performed the procedures enumerated below with respect to the accompanying Schedule of
Assessment and Payments Form SIPC-7 - pages 14 and 15 - to the Securities Investor
Protection Corporation (SIPC) for the year ended December 31, 2011, which were agreed to by
YieldQuest Securities, LLC and the Securities and Exchange Commission, Financial Industry
Regulatory Authority, Inc., and the SIPC, solely to assist you and the other specified parties in
evaluating YieldQuest Securities, LLC's compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7). YieldQuest Securities, LLC's management
is responsible for the YieldQuest 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-7 with respective cash
disbursement records entries in the general ledger noting no differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2011, as applicable, with the amounts reported in Form SIPC-7 for the
year ended December 31, 2011 noting no differences.

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

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers.

5. There was no application of overpayment, thus, no difference between the current
assessment and the original computation.

See Independent Auditors’ Report and
Notes to Financial Statements
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WBOWDEN@VOLCPA.COM



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 mlght have come to our attention that
would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above
and is not intended to be and should not be used by anyone other than these specific parties.

WQWK Comg?et

Atlanta, Georgia
February 13, 2012

See Independent Auditors’ Report and
Notes to Financial Statements
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“SECURITIES INVESTOR PROTECTION CORPORATION
P.0. Box 92185 gvg?gi?agg_tggéba.c. 20090-2185

General Assessment Reconciliation
Eor the figcal year ended b‘i c Fi .20 {/
{Read curefuily the inglructions is your Working Copy before completing this Form
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address. Designated Examining Authority, 1934 Act registration no. and month In which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

SIPC-7

(33-REV 7/10)

SIPC-7

{33-REV 7/10)

l Note: If any of the information shown on the
066834 FINRA DEC mailing label requires correction, please e-mail
YIELDQUEST SECURITIESLLC 16718 . any correctiors to form@sipc.org and $0

3080 PEACHTREE RD STE 2600 indicate on the form filed.

ATLANTA GA 30205

Name and telephone number of persen 10
confactrespecting this-form.

l______ l Gary ,fgjw,»r z ﬁm G’)V‘f (-327C

$ /Z?/c)

7. A. Genearal Assessment {item 2e from page 2)
B. Less paymenimade,with SIPC-6 filed (exclude interest) ( 7, ¢é7 )
=
/ Léﬁ /
Date Paid
. . s 5
C. Less prior overpayment applied { i
D. Assessment balance due or (overpayment S ) / ’7/
£ Interest computed on late payment {see instruction E) for __ days at 20% per asnum ) ;
£ Total assessment balance and intgrest due {or overpayment carried forward) $ 3
. PAID WITH THIS FORM: —
Check enclosed, payable 10.SiPC , S 7 ?i’
Total (must be same as F above] $ 2 7
H. Overpayment carried forward 8¢ ;

3. Subsidiaries (S} and predecessors (P} included in this form {give nams and 1834 Act registration number):

Tha SIPC member submitting (s form and the. £ L )
person by whom it is executed represent thereby /E/(j {iﬁu’é’i’f __i.ga,,gyf:,f S { L C
shat all information contained herein is true, correct e ey vy r oo
. {N;;ag‘sg?‘ Fognaration, P@ftogliip pr odhet mrgunicalion:
and complete. Z f/ :
/.f x,{,‘? f o ”’\w L

o : P { /;5 e Bunatre )

ol Z1 7V Je e
Datgd the /g day of /@‘Z,«m;y 20 [ ; N4 CL ; «(/"“o Ly

: e {Fixiag

This form and the assessment payment is due 80 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than & years, the latest 2 years in an easily accessible place.

Dates:

Postmarked “"Recsived Reviewsd

Calcutations Documentation — . Forward Copy

Exceptions:

SIPC REVIEWER

Disposition of exceptions:
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Dg?&ﬁ&éifﬂi&TiQN OF “SIPC NET OPERATING REVENUES™

AND GENERAL ASSESSMENT : Amounis for the fiscal period
peginning __J&n: [, 204t

and.anding

7 No,
Total revenue (FOCUS Line 12/Pari HA Line 9, $ode 40301

&. Additions:
i1y Total revenuss from the sacurilies business of subsidiaries {excapt foreign subsidiaries} and

predecessors net inciuded adove.
{2) Nat loss from principal transactions in seourities in trading ascounis.
12y Net logs from pringigal transactionsin rommodities in trading accounts,

(4} Intergst and dividend expenss dedicied in determining item 2a,

(57 Net loss from management of of participation in the underwriting or distribution of securities.
{8} Expenses other than advertising, printing, registration fees and legal fees deducted indetarmining net
orofit from managemsnt of ot participation in yndsrwriting or diskibution of securities.

{7) Net fogs from securities ip mvestmantactounts.

Total additions

. Dedyctions:
(1} Revenues from the distribution-of shares ot-a registsred open end investmenti company. of unit:
frust, from the sale of variable annuities, from the business of insurance, from investment
toragisterad investment companies.of insurance company separais
{isne 0 security futures producis.

investment
advisary services rendered
accounts, and From transac

{2} Revenues from commudity transactions.
(3} Commissions, floos brokerage and giearance paid fo'ather SIPC members in conpection with
secutitips fransactions.

{4} Reimbursemants for postage in sonpgetion with proxy soliciiation.

{5) Nel gain from securities in investment accounis.

actions in () certiticates of deposit and

81 100% of commissiens and markups garneg from irans ‘
I paper that mature ning months of less

i

A
{ii} Treasury bills, bankers aCCENIances of commertia
trom issuance date.

curred in sonnsttion with other revenue

ng advertising and legal fees in
guL) ofthe Aot

(7) Direct expenses of printi , e
business {ravenue defined by Section 181

related to the securities
(8} Other revenue notrelated elther dirggtly or indirectly io the securities husiness.
{See Instruction Gk

Dec. 3/ 201

Eliminate cents

5 5;?35;27%

{Deductions in excess of $100 000 raguire documentation;

19) (i} Total interest and dividend expense FOCUS Ling 22/PART LA Ling 13, _.
Code 4075 plus ling 2b(4) above) but not in excess z ¥ %@}
; Fa

of total interest and dividend inceme.

{ii) 40% of margin interest earned on customers securities
]

actounts (40% of FOCUS ling 5. Code 39603
Enter thé greater of line {1} or {ii}
) Total deductions
s SIPC Net Operating Revenues

@ General Assessment @ 0025

$

(i6 page 1. ling 2.A.}



WADE ] BOWDEN & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

REPORT ON INTERNAL CONTROL

REQUIRED BY
SECURITIES EXCHANGE COMMISSION (SEC) RULE 17A-5
FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM
(SEC) RULE 15C3-3

To the Members
YieldQuest Securities, LLC

In planning and performing our audit of the financial statements and supplementary schedule of
YieldQuest Securities, LLC (the "Company"), as of and for the year ended December 31, 2011,
we considered its internal control, including control activities for safeguarding securities, in order
to determine our auditing procedures for the purpose of expressing our opinion on the financial
statements and not to provide assurance on internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we
have made a study of the practices and procedures followed by the Company, including tests of
such practices and procedures that we considered relevant to the objectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness (or aggregate debits) and
net capital under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of Rule 15c¢3-3. Because the Company does not carry securities accounts for customers or
perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1.  Making quarterly securities examinations, counts, verifications, and comparisons
2. Recordation of differences required by Ruie 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls and the practices and procedures referred fo in the
preceding paragraph, and to assess whether those practices and procedures can be expected to
achieve the SEC's above mentioned objectives. Two of the objectives of internal control and the
practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Company has responsibility are safeguarded against loss
from unauthorized use or disposition, and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

See Independent Auditors’ Report and
Notes to Financial Statements
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Because of inherent limitations in any internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk that they may become inadequate because of changes in
conditions or the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American Institute
of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions. However, we noted no matters involving the
internal control, including control activities for safeguarding securities that we consider to be
material weakness as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices

- and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures were adequate as of December 31, 2011 to meet the SEC's
objectives.

This report recognizes that it is not practicable in an organization the size of the Company to
achieve all the division of duties and cross-checks generally included in a system of internal
accounting control, and that alternatively, greater reliance must be placed on surveillance by
management.

This report is intended solely for the information and use of the Members, management, the SEC,
and other 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 is not intended to be used by
anyone other than these specified parties.

M(@gﬂmfmz Eompry”

Atlanta, Georgia
February 13, 2012

See Independent Auditors’ Report and
Notes to Financial Statements
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