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OATH OR AFFIRMATION

erv swear or affirm that to the best of

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

.o USA as

of 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

f1
/ature

Tifie

report contains check all applicable boxes

Facing Page
Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

21 Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

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

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

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

consolidation

ILl An Oath or Affirmation

copy of the SIPC Supplemental Report

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

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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lNDEPENDET AUDITORS REPORU

lo the Directors of

Questrade USk Inc

We have audited the accompanying financial statements of Questrade USA Inc tire Company as required by Ru 7a

of the Secui ities Fxchange Act of 1934 which comprise the statement of financial condition as at Dcc embc 2012 and the

statements of mncomc and comprehensive income changes in stockholders equity cash flows and changes in liabilities

subordinated to claims of general cieditors for the year
ther ended and summary of significant accounting policies and

other explanatory information

Managements Respon cihi lily for thc flnam ia Statements

Management is responsible for the preparation and fair resentation of these financial statements in accoidance Ii

accounting principles generall accepted in the United States of America and fo such internal control as management

determines is necessary to enab the prepaiation of financial statements that are flee from material misstatement whether due

to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statcmcnts based on our audit We cont ucted our audit ni

accordance with Canadian gererally accepted auditing standards those standards require that we comply witl ethical

requirements and plan and perlbrm an audit to obtain reasonable assurance about whether the financial talements are free

from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the linancia

statements The iocedures selected depend on the auditors judgment including the assessment of the risks of materra

misstatement of the financial statements whether due to fraud or erroi in mak ng those risk assessments the audi or

considers internal control relevant to the entitys preparation
and fair presentation of tI financial statements in order to design

audit procedures that are appropriate in the circumstances but not for the purpose
of expressing air opinion on the

effectiveness of the entitys internal control Air audit also includes evaluating the ap ropriateness of accounting policies used

arid the reasonableness of accounting estimates made by managemYrent as well as evaluating the overall presentation of tie

financial statements

We be reve tf at the audit evidence we have obtained is sufficient and appropm mate to ovide basis for our audit opin on

Opinion

In our opinion these financial statements present fairly in all material mespects the financial position ot the ompiny as at

December 31 2012 and its results of operations and its ash flows for the year their ended in accordance with ac murti ig

principles generally accepted in the United Stares of kmeirca

oronto Ont irro
liar tered Accomuitant

Februa 21 2013
icensed Public Accountants

i5T imo ii
CA

rii5 On xtis is



SA1N
Incorpoiated Under the aws of Ontario

FATEMENT OFfINANCIAL CONDI LiON

EMB ER 31 20 12

expressed in US Dollars

ASS

2012

CURREN
Cash

Due from affiliate note

Prepaid expense

Income taxes recoverable

115039

9684

2630

127353

91fl3

20 298

2321

116 156

OTHER
Intangible asset note

TOTAl ASSE1 s9 S79

IA Lii ES

CURRENT
Accounts payable and accrued liabilities

Income taxes payable

22411

189

2462

TOl AL LIAII1I LIES

70000 10000

4000

COMMON ShARES note

IQIIQLQU 1LI11

ADDII1ONAL PAII4N CAP FAL 2184 2184

RE rAINED EARNINGS

rOTAL FOCK HOLDER1S EQUI FY

for issue by the Companys Boai of Di ectors on February 21 13

DIREf TOR

LONGTERM
Subordinated loan note

intemest payable note

Appioved

See acconipanying notes to firiancisi statements



SAlNcL1YMBEI31 2012

expressed in Dollars

________________ 2012 2011

Common Additional Retained

shares Mjincaital fliHS IQial ial

Balance beginning of the year 2184 16235 18427 11 043

Net income for the yeai

Balance end of the year

See accompanying notes to inane nil statements
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STATEMEN1 OF INOME AND OMPRI HENSIVE INCOME2012
expressed in US Dollars

2012 2011

RE YEN

Consulting fees note

Interest

83385

756

7/247

100

EXPENSES
Professior al fees

Office and sundiy note

Interest oi subordinated loans no
Insurance

Bank chaiges

Amortization

Salaries

loreign currency tianslation gain loss

iNCOME BEFORE INCOME TAXES

RECOVERY OF IN OMF 1AXFS

717

NET INCOME AND COMPREllENSi NCOMF

__Ui JMJ

40809

31722

12000

3213
494

78

43624

6364

24OO
L97

302

78

l30

Sec accompanying notcs to financial statcments



DE1JSA1NC
STATEMENT OF CASH LOWS

HEYEARLNDEDDCLMBER3122
expressed Dollars

2012 211

TIONS
Net income for the year

1572 7384

Items not requiring an outlay of cash

Amortiration
78 78

Interest on subordinated loans 12000 24 000

Net changes in noncash working apital items related to pcrations

Prepaid expenses
309 98

Accounts payable and accrued liabilities 2242 634

Due from affiliate 10614 5669

Income taxes
j93 __iiQi

CASH FLOW1QFINANC1NACT1V1TIES
Issuance of subordinated loans

71 00

Repayment ot subordinated loans 60000

Repayment of interest payable
Q00

NEI INCREASE 1ECREASE IN CASh FOR HE YEAR 23706 40284

ASH BFC INN INC OF TIlE YEAR 2U jl/

CASH END YF AR

See accompanying notes to financial statements

Z1iIiN
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ISA 1NC

OF CHANGES IN LIABIUIIES SUBORQJ NATED

TO CLAIMS OF iEERAL CREDiTORS
MBER3L 2012

expressed in Dollars

Balance beginning of the yeai

Issuance of subordinated loans

Repayment of sabordinated loans

lncrease in interest payable on subordinated loan

Payment ol interest on suboidinatec loans

Balance end of the year

2011

99000

/0 000

60000

24 000

_LQQ

s0

2012

74000

12000

See accompanying notes to financial statements



LDILJSAINC
NOTES TO FINANCiAL STA FEMEJ

MBEI312011

amounts expressed in II lollars

BASIS OF PRESEN1AIION

Questrade USA Inc the ompany was ncorporated on September 26 200 under the Business Corporations

Act of Ontario and commenced operations on Januaiy 2009 as liceitser member of the Financial lndr sery

Regulatory Authority Inc FINRA he Company is registered with the Un ted States Securities and lxchangc

onumssion the SF0 as brokerdealer

lie Company offers consulting services to commonly controlled comparues and intends to offei stocks bonds

options mutual funds private placements and hcdge funds to all types of individuals and institutions Currently the

Company does not carty sccurities accounts for customers or perform custodial tmons for customers ecummtmcs

SuMMImSIuFIcAN1ACOIJNIINiPQLLCIES

General

Ihe Companys accounting policies are in accordance with accounting principles encrally accepted in the

United States of America GAAP and are applied consistently

Intangible asset

intangible asset uhich consists of incorporation costs with dctemnnnable lives is stated at cost less

accumulated amorttzatio he intangible asset is amortized at rate of 25c pcr urmum on the declining

balance

Financial instruments

Financial instruments arc classified men one of fise categories held for tiaditig lIFT heldto tmaaturity

11 FM loans and receivables available fot sale AF or other fin ncmal liabilities

Ihe classmficatmoi is determined at initial recognition attd depends on tli nature and purposc of thc finn icial

nistm uments

1fF financial instruments

ll fitianctal instrumcnts include asets and liabilities that arc held lbr trading or designatmd ipon

initial recognition as lIP tinanci il instrument is classified as held for trading if it has been

acquired principally for the puipose of sclltng in the near future it is part of an identified

pot tfoho of financial instruments flint the Company manages and has an actual pattern of tort

tenn pmofitaaking or it is denivane that is riot designated and eflective as hedging instrument

Financim instruments classified as LIFT ate initially measured at fair value with any subsequent

gain or loss recognized in net income or loss in the statet tent of income and comptehensive

iiicornc lie net gain or loss recogntzed incorporates arty
dividend or interest earn on the financial

instrument lIme Company classifies cash as FIb



ii II IM financial instruments

IM financial instruments having lived maturity date an fixed or determinable payments

where the Company intends and has the ability to hold the nancial instriime it to niaruriiv are

classified as 111 and measured at amortized cost using the effective interest rate mcthod Any

gains and losses arising from the sale of III financial instruments are included in net income or

loss in the statement of income and comprehcnsive income irrently the ompany has no FM
financial instruments

iii Loans at receivables

Items classified as loans and receivables are measure at amort zcd cost using the effective interest

method Any gains losses on the realization of loans and rt civables are meluded in net income

oi loss ii the statement of income and comprehensive income The Company classifies due from

affiliate as loans and receivables

iv AFS tim rectal instruments

AFS financial rnsinnnents arc those fi iancial assets that are not classified as Ill Ill or loans

and receivable and are carried at fleer value Any gains or lm ses arising from the change in fair

value am recoIded in other comprchcnsive income AFS finanial instruments are vvritten down to

fair value through other comprehensive income whenever it is necessary to reflect other ian

temporary impairment Cumulative guns and losses arising upon the sale of the instrument are

reclassified from equity to net income or loss as reelass lication adjustment Currently the

ompany has no Al financial instruments

Other financial liabilities

Other fi iancial liabilities arc initially measuted at fair value net of transaction costs and are

subsequently measuted at amortized cost using the effectese interest method with interest expense

recogmuzed on an effective yield basis in net incomnc or Ims in the statement of income and

comprehensive income ftc Company has classified accounts payable and acciued liabihtics

intetest payable and subordinated loans as other financial liabilities

Financial instnuiv ents recorded at fair value in the financial statemer ts are class fled
usntg

fair value

hierarchy that reflects the significance of the inputs uscd in making the measunements lhe faic value

hierarchy has the following levels

evel valuation based on quoted prices unadjusted in active markets for identicil assets oi liabilities

Level valuation tcchniques based on inputs other than quoted prices included it evel that ame

observable fbi the asset or liability either directly as prices or mdi ectly derived from prices

Level valuation techniques using nipuis fo the asset or liability that are not bascd on observable nrc rket

data unobservable inputs

Income taxes

Income taxes are accounted for uieder Statement of linancial Accounting Standard No 109 Accounting for

Income Tram Under this method deferred incotne tax assets and liabilities are recogrnzcd for the futuie tax

consequences
atLibutable to differences between financial reporting id tax bases of assets acid liabi itces

and availablc loss carry forwards Defened tax assets and liabilities are measured using income tax rates in

effect for the period itt which those temporary diflŁrenccs are expected to be recovered or settled

valuation allowance is established to reduce tax assets if it is more likely than riot that all or some por ions

of such deferred tax assets will not be realized



Revenue recognition

Currently the Company eatrts consulting fees and interest income he ompany recognizes tevenue on

provision of cons ilting sers ices as services aie provided Interest income is recognized when earned

Ioreign rurrenc translation

Portions of the Companys transactions are denominated in foreign cuirencies Assets arid liabilirie are

translated to US Dollars at the exchange rate in effect at the balance slicer date Revenues and expcnses are

translated at the cxchange rate prevailing on the date of the related transactions Gains losses as rest 11 of

loreign currency translations are recorded in net income or loss in the statement of income and

comprehensive incomc

Measurement uncertainty

he preparation of financial statements in conformity with GAAI reqi lies management to make estttnates

and issumptions in determining the reported nounts of assets and liabilities and disclosure of contingent

assets and liabilities at the datc of the financial statements and the reported amounts of rcvenues and

expenses durmg the reporting period Actual results could differ lro thosc estimatcs Such estimatcs

include the useful life of the intangible asset

hi Recent accounting pronouncement

In December 2011 the financial Accounting Standards Boatd SB issued Accounting Stanc ar Is

Update No 201111 Disclosures about Ofisetting Assats and Liabili tes This standard requires tha the

disclosures of both gioss and net mnfonnatmon thout instruments and ansactions eligible for offset in the

statement of financial position as well as tnstiuments and transactions subject to an agreement similar to

mater netting arrangement In addition the standard requires disclosume of collateral rrreived arid postia in

connection with master netting agreements ot sitnilan arrangements lh new requirements are effcctive fur

the ompany on January 11 he Company does not expect sigmfi ant impact ott its financ ml

statenients as result of adoption of these new requirements

In Decenibei 2011 the FASB issued an amendment to standard Ci mprehensive Income Fopic 220
Presentation of Compiehensise Income to improve the comparability consistency and transparency of

financial reporting and to increase the
promtnence

of itemmis repottcd other comprehensive income

OCI by eliminating the option to pmesent componcnts of 0C1 part of stockholders equity The

amcndment requires all nonowncr changes in stockholders equity to be presentcd itt eithcr stngle

continuous statement with the components of net income total foi ml income th conipotients of OCI

total fot 0C1 and total for comprehensive income or two separa but cottseeutmve statements wheme

entities report th income statement immediately followed by statcmcnt of OCl that includes components

of DCI total for 01 attd total for comprehensive income fins amendment is cflectmve for annual

reporting periods begituitng after December 2012 he onipany does not expect significant in pact

on its financial statements as mesult of adoption of these new amendmcnts

IM NS
iii
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FINANCiAL 1NSTRUMN1

The Company has classified its financial instruments as Ibllows

2012

Held for trading assets measured at fair value

Cash 115039 91333

Loans and receivables measured at amortized cost

Due from affiliate 9684 20298

Financial liabilities measured at amortized cost

Accounts payable and accrued liabilities 22411 24652

Interest payable 16000 4000

Subordinated loans 70000 70000

The fair values of the Companys tinancial instruments approximate their carrying values except for amounts due to

and from related parties for which the fair value is not determinable as they are nominterest bearing and without

security Amounts due to and from related parties are included in due from affiliate interest payable and

subordinated loan At the current time the Company categorizes all of its financial instruments at fair value to be

Level

The Company is exposed to foreign currency risk in that certain of its financial instruments at the statement of

financial condition date are denominated in Canadian dollars Foreign currency risk arises from the possibility that

changes in the price of foreign currencies will result in losses As such when ultimately settled the number of

Canadian dollars received may differ from the carrying amount The Company is exposed to foreign currency risk in

the amount of approximately CDN$ 114000 included in cash approximately CDN$9600 included in due from

affiliate and approximately CDN$23700 included in accounts payable and accrued liabilities

As at December 31 2012 had the US dollar strengthened or weakened by 5% in relation to the Canadian dollar

with all other variables remaining constant net income loss would have increased or decreased by approximately

$5000

INTANGIBLE ASSET

Intangible asset consists of incorporation costs with cost of 1738 and accumulated amortization of $492

Estimated future annual amortization expense is as follows

In the year ending December 2013 62

2014 59

2015 56

2016 53

2017 50

SUBOROIATED LOAN

The Company has subordinated loan with Edward Kholodenko 1-loldings lnc the Companys parent which bears

interest at rate of 17 143% per annum and matures on August 2016 The subordinated loan has been approved

by FINRA

nsrt OL



ATED PARTY TRANSAC rios

on April 2008 the Company and Quesir ide Inc QI commonly controlled company entered into an

Expense Sharing Agreement the Agrccmeia In accordance itli the Agreci icnt charges and payments lot the

shared expenses in each fiscal year are bsed on an amount equal to agreed upon rates as defined lor the yeai his

total amount of shared expenses charged to the Company by QI totaled $30695 $4482 in 201 as included under

office and sundry in the statement of income and compiehensive income

or the year the Company provided Ql with consulting seis ices in the amount of $83385 $77 247 in 2011 of

which $9684 remained receivable as at December 31 2012 520298 as at Dccci iber 31 2011

In conne tion with the Companys subordinated loans with its parent company interest expense in the amoui of

$12000 $24000 in 2011 was incuired of which $16 000 rcmains payable as December 31 2012 $4000 as at

December 31 2011

These transactions were ii the normal course of operations and have been recorded at the exchange amount

agreed to by the parties

INCOME FAXFS

The difference between t1 amount of the provision for income taxes and the amount computed by multiplying

income before taxes by the statutory Canadian rate is icconciled as follows

2012

Lxpeeted Canadian tax rate 2625

Expected income tax provision

lifierence in income taxes resulting fiom

Overacerual of prior yeai taxes

189 175

EçQQMLC DEPENDENCE

COMMQ.N$IIARES

Ihe Company has an unlimited numbet of authorized common shames of winch ght are issued and outstinding

3100

Fom the year ended Decemnbei 31 2012 99 2011 985 of reveuuc was earncd from one customs



10 NEjAjREjREMENT

As registered broker dealer under the Securities xchange Act of 1934 the Act and membei of the FINRA the

Company is subject to the SbCs Uniform Nei Capita rule 15c3 the Rule the Act Fhe Cornpinv has elected

to use the alternative method permitted by the Rule which requiies that the Coripany maintain minimum net capital

equal to the greater of $5000 or 2/3% of aggregate debit items arising front cr stomer transactions Net capital and

aggregate debit items arising fiom customer transactions change from day to day As of Decembet 31 2012 the

Company had net capital of $863 18 which exceeded minimum net capital requir ments by $81 318

11 CONTINGENj

In the noimal course occ ssionahly the Company is the subject of litigation claims Management believes tha the

current lairn is without cause and is pursuing its defenses diligently



jfFjNDF1N AUDUORS REI1OJil

the Directors of

Qurctraule USA ire

We hasc audited the attached schedule of Computation of Net Capital of Questrrdc USA inc tile Company as

December 31 2012

1/Ianagernent 1esponsihilityjer tire 5ch dale

Management is responsible for the piepaiation of this schedule in accordance with the financial reporting provisions ursuan

to rule 15c3l of the Securities Exchange Act of 1934 the Rule and for such internal control as management detcrnunes is

necessary to enable the prepai ation of the schedule that are fix from material misstatt rnent whether due to fraud or roi

Auditors Responsibility

Our iesponsibility is to express an opinion on this schedule based on ow audit We conducted our audit an aceorda we with

Canadian generally accepted auditing standards Those standards require that we comply with ethical requirements md phi

and perform an audit to obtain reasonable assurance about whether the schedule are fme flow material misstatement

An audit involves performing proceduies to obtain audit evidence about the amoun and disclosuies in the scheda Ic ic

procedures selected depend on the auditors judgment including the assessment of the risks of material misstateme it of the

schedule whether due to fraud or error In making those risk assessments the auditor considers internal control re evant to

the entitys preparation and fair presentation of the schedule in order to design aud procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys internal control An aud

also includes evaluating the appropiiateness of accounting policies used and the reas nableness of accountmg estiina es rnrde

by management as well as evaluating the overall pieseirtation of the schedule

We believe that the audit evidence we hase obtained is sufficient and appropmiate to ovide basis for ow audit opinion

Opinion

In our opinion the schedule of Computation of Net iptal of the Company as at December 31 2012 is prepared ir all

material respects in accordance with the Rule

Resti iction on Distribution

This schedule is prepared to assist the Company to meet the requirements of the United States Securities and

Comm ssion the SEC Our report is intended solely lot the use of the Board of Directors management the SEC the

rnaiicial Industry Regulatory l\uthority and other regulatory agencies that rely on the Rule in their regatlation oft grstemed

brokers and dealers and is no1 intended to be and should not be used by anyone
ther than these specific users Dr any

other purposes
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Other Matte

fhe ompan has prepared sepai ate set of financial statements br the year ended Eecembei 31 2012 in accordance with

accounting pnnciples generally accepted the United States of America on whc1i wr issued sepaiate independent auditors

report to the directors of the Company dated February 25 2013

oronto Ontario
Chaitered Accointants

February 21 2013
icensed Public Accot ntants
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ALEUSAlNC
SCHEDULE OF COMPUTATION OF NET CAPITAL PURSUANT TO SEC RUI 1j

FCE1BEI3120i2

with comparative figures as at December 2011

expressed in Dollars

2012 2011

Stockholders equity 19999 18 427

Additions

Subordmated loans 70000 70000

interest payable
16000 4001

Deductions and/or changes

Nonallowable assets

Due om affiliatr 9684 20 98
Prepaid expense

2630 232

Income taec recoverable 1804

Intangible assets _jj4 _LL2

Net capital before haircuts on securities positions 92439 66681

ilaircuts on foreign currency

Netcapital
86318 6174

Minimum net capital requirement

he greater of 2/3 of aggregate debit items ansmg from custoinei transactions

of Snil or S5000

cess net capital

No material differences exist between the above computation and the computation utcluded in the Companys coriesponding

unaudited bonn 7A Part hA 61 ng

iii

sa



INIEP1fNDENTAUDIFORS REPORI ON OMPLIANCE WITH RIsCULMORY RULES

fo the 1irectors of

Questrade US Inc

We have audited Questrade USA Incs onipanys compliance with with Rule 5c33 of the of the Sceuu ies and

xchange Act of 1934 the Rule as at December 31 2012 Compliance with the criteria established by the Ruk is

responsibility of management of the Company Our responsibility is to express an opinion on this compliance based on our

audit

v\ conducted our audit in accordance with Canadian generally accepted audit staniards fhose standaids require that sr

plan and peifarm an audit to obtain reasonable assurance whether the Company complied with the criteria established by the

Rule Such an audit includes examining on test basis evidence supporting compliance evaluating the overall compliance

with the Rule and where applicable assessing the accounting oruiciples used and sign licant estimates made by management

In our opinion as at December 31 2012 the ompany is in compliance in all material respects with the Rule

Restrktzon oJ Distribution and

his report is prepared to assist the ompany to meet the iequirements of the uited States Securities and xchange

Commission the SFC Our report is intended solely for the use of the Board Dtrcctors management the SIC the

Financial Industry Regulatory Authority and othei regulatory agencies that rely on tie Rule in their regulation of registered

brokeis and dealeis and is not intended to be and should not he used by anyone oilier than these specific users or for

other irposes

Other Matter

Ihe Company has prepared separate set of financial statements for the year ended December 31 20l in accordance with

accoutiting prnciples generally accepted in the United Starts of America on which issued separate auditors report to the

directors of the Company dated February 25 2013

oronto Ontario
Chartered Ace mntants

February 21 2013 licensed Public Accountar ts
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QUESTRADE USA INC

STATEMENT OF FINANCIAL CONDiTION

December 31 2012

expressed in US Dollars



ONDt HON

lo the Duectors of

Questrade USA Inc

We have audited the accompanying Statement of financial ondition of Questrrde USA Inc the Compan as

December 31 2012 and summary of significant accounting policies and other explanatoIy information

Managcrnent Responsibility fin the IEnaizcial Statem nts

Management is responsible for he preparation of this financial statement in accordan with Rule 7a 5d2 the Rule of

the Secuiities Fxchange Act of 1934 the Act and for such internal contiol as ianagement deterinures is necessary to

enable the preparation of the financial statement that is free from material rmsstatement whether due to fraud or crror

Auditor Recponsibilirt

Our responsibility is to express an opinion on this financial statement based on cur atidit We conducted out mdit in

accordance with anadran generally accepted auditing star dards Fhose srandaid require that we comply with cthical

requirements and plan and perform an audit to obtain reasonable assurance about whether this financial statement is free from

material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in this fitrancial

statement he procedures selccted depend on thc auditors judgment including the assessment of the risks of naterr il

misstatement of the financial str tement whethei due to fiaud or error In inaknig thos risk assessments the auditor insiders

internal control relevant to thc entitys preparation and fair presentation of the financial statement in order to dcsi3n audit

piocedc res that are appropriate in thc circumstances but not for the purposc of expressing an opinion on the effectiv mess of

the entitys internal control An audit also includes evaluating the appropriatenes of accounting policras used and the

reasonableness of accounting estimates made by managemcnt as well as evaluating the overall presentation ot this financial

statement

We helievc that th audit evidence we have obtained is sufficient arid appropriata to provide basis for ou opinion

Opinion

In our opinro the financial statement presents thinly in all material respects thc financial position of the Company as at

December 31 2012 in accorda icc accordance svith the Rule tinder the Act relevant to preparing
such financial state nent

ste/c/ion ojDistrthution and Use

his Statement of Financial iditron is intended solely for tic use of the Board of rectors management the Unitcd States

Sccunitres anc Exchange Commission the financial tndustry Regulatory Authority arid other regulatory igencics tha rely on

Rule l7a5gl under thc Act in their regulation of registered brokers and dealers rid is not intended to he and sh iuld riot

be used by anyone other than thosc specified users or for any other purposes

/d
oronto Ontario

bartered Accountants

february 21 2013
licensed Public Accountants
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STA FEMENT OF FINANCIAL CONDI HQCEMBFR 31 20 12

expressed in US Dollars

ASS IS

2012

CURRENT
Cash

Due from affiliate note

Prepaid expenses

Income taxes recoverable

OTHER
Intangible asset note

115039

9684

2630

127353

91133

20298

2321

115156

ro TAL ASSETS

lAB 11115

CURREN
Arcounts pavab and accrued liabilities

Income taxes payable

LONG1 ERM
Subordinated loans note

Interest payable note

2411
189

70000

24652

24632

70 000

TOTAL LI tBILITIES

COMMON SHARES note

1QQQLW LQiL1

ADDITIONAL PAID-IN CAPI FAL 2184 184

RILTAINFD EARNINGS

101 AL FOCKIIOLDERS FQUI FY __99i _J42i

Approved ajthodzed for issue by the Companys Board of Directors on ebmimary 21 2013

DIRFC FOR

See accompanying notes to statement of financial condi ion
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amounts expressed in Dollars

BASIS OF PRIfSENTA ION

Questrade USA Inc the Company was mcorporated on September 26 2007 under the Business orporations

Act of Ontario and commenced operations on January 31 2009 as licensec member of the Financial Industry

Regulatory Authority Inc FINRA The Company is registered with the United States Securities and Lxchanqe

Commission the SEC brokerdeaIei

The Company offers consulting services to commonly controlled companies and intends to oIler stoeks bc rids

options mutual funds private placements and hedfe funds to all types of indivicuals and institutions utrently the

Company does nor carry secuilties accounts for customeis or perform custodial attions br customers securities

SUMM RY OF SIGNII ICAN ACCOUNTING POLIC IFS

General

the Companys accounting policies are accordance with accounting prmciples generally accepted ni the

United States of \merica GAAP and are applied consistently

ht Intangible asset

he intangible asset hicli consists of incorporation costs with dete ininable lives is staled at cost Uss

accumulated amortization ftc intangible asset is amornzed at rate of 25c per annum on the dcelimng

balance

Financial instruments

Financial instruncnts are classified into one five categories held for trading lIFT eld to maturity

11 loans and receivables available foi sale AlS om other fin mcial liabilities

the classificatior is deter muted at initial recognition and depends on tli natume and purpose of th fina rend

mstruments

III IT financial instruments

HFI financial instruments include assets and liabilities that art held foi trading or designated upon

initial recognition as Hi Ihese financial instruments ate mc asured at firir va ue with ehangs in

fair valz es recognized in the statenietit of operations finar cial instrument is classified as held

for trading il it has been acquired Pt icmpally for the purpose of selling in the itear future it is

pair of an identified portfolio of financial instruments that the ompany manages and has art tual

pattern of short-term profit-taking ot it is dci ivative that not designated and effective as

hedging instrument The ompany classifies cash as HF

1-11 financial instruments

I-Il financial instiuincnts having lixed maturity date ai fixed ot determinable payn tlts

where the Company intends and has the ability to hold the linancial irtstrumcnt to maturity are

classified as 117 and measured at amortized cost using the effective inteiest rate method

Currently the Company has no IIFM financial instruments

lam

ilkrcmsim Ac oc rm



Hi oans and receis ables

Items cl ssified as loans and ieee vables are measure at amort zed cost using the effective int ies

method he Company classifies due hum affiliate as loans an receivables

iv Al-A financial uistruments

AbS tim ncial instruments are those financial assets that are not classified as III II EM or loans

and receivable and are carried at fair value Currently the Company his rio AFS fmireial

instruments

Other fir ancial liabilities

Other financial liabilities are initially measured at fbi value net of transaction costs and are

subsequently measured at amortized cost using the effective interest method he Company has

classified accounts payable and acci ned liabilities interest payable and subordinated loans as other

financial liabilities

Financial instruments recorded at fair value in the lnian ml statemer rs are classified using thir alue

hierarchy that re ects the significance ot the inputs used in making tIre measurements The fair value

luerarchy has the following levels

Level valuation based on quoted prices unadjusted ni acrise markets for identical assets or liabilities

evel valuat on techniques based on inputs other than quoted rices included in Level Eli ate

observable for the asset or liability either directly as prices or indveetly ie denied from prices

Level valuation techniques using inputs fbi the asset or liability that are riot based on observable maiket

data unobservable inputs

Income taxes

Income taxes are accounted for under Statement of financial Accounting Standard No 09 Ar counhmng for

Income Ibms Under this method deferred mm me tax assets and liabilities are teeognrzed for the future tax

consequences
attributable to differ eriees hetwe financial reporting arid tax bases of issets and liabilities

arid available loss carry foiwards Ieferred tax assets and liabilities are measured using income tas rafts in

effect for the period in which those teinporar differences are expe ted to be recovered or settled

valuation allowai cc is established to reduce lax assets if it is more likely than not that all or some portions

of such deferred ix assets will not be iealized

Foreign currency translation

Portions of the Conipanys transactions are denominated in foreign currencies Assets and liabilities aie

translated to US Dollars at the exchange iate in effect at the balance shet date

Measurement uncertainty

lhe preparation of financial statements in conformity with aAAP meqe rres management to make estimates

and assumptions in determining the reported amounts of assets and liabilities and disclosure ot 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 fro those estimates Such estimates

include the useful lile of the intangible asset



Recent accounting pronouncement

In Decembei 2011 the nancial Accounting Standards Board FASB issued Accounting Standards

lpdiie No 7111 11 Disclosures about Offsetting Assets and iabililies lhis standaid rcquirm that the

disclosures of both gross and net mforinanoii about nistruinents and tiansactions eligible fbr off sct ii the

statement of financial position as well as instruments and transactions subject to an agreement similar to

mater netting arrangement In addition the standard requires disclosure of collateral received and posecd in

connection with mastei netting agreements oi similar arrangements Fhe new requirements are effective fot

the Company on January 2013 The Company does not cxpect significant impact on its financial

statements as result of adoption of these new icquirements

FlNj_AL INSTRUMENTS

Ilie Conipany has classified its financial instruments as hllows

2011

Held for trading assets measured at fair valu

ash 1l039 91333

Loans and receivables measnred at amortized cost

Due from affiliate 9684 20 /98

Financial liabilities measured at amortized cost

Accounts payable and iccrued liabilities 22411 /4652

lnteiest payable 16000 00

Subordinated loans 70000 70000

The fair values of the Cotnpanys financial instruments approximate their carrying values except foi amounts duc to

and fiom related parties foi which the faii value is tiot determinable as they ate nomintcrest beating and wtthout

security Amounts due and from telated parties ire included in due floni affiliate intercst payable and

suboidniated loan At the cuirent time the ompany tegorizes all of its financial instruments at fair value to bc

Lcsel

The Cotnpany is exposed to foreign curiency risk in that certain of its finanrial instruments at the statentent of

financial condition date aie denominated in anadian dollars Foreign currency risk arises from the possibility that

chatiges in the price of foreign curiencies will result losscs As such whtn ultimately settled the number of

Canadian dollars received may differ from the carrying amount he ompany is exposed to foreign currency risk in

the amount of approximately CDN$l 14000 nicludcd in cash appioximately CIN$9600 included in due rnn

affiliate and approximately DN$2 3/00 included in accounts payable and accnied liabilities

As at December 31 201 had the dollar sti cngthened or weaketied by in relation to the anadian dollai

with all other variables remaining constant nat income loss would have incieased om decreascd by approximnittly

$5000



INIANGIBLE ASSET

Intangible asset consists of incorporation costs with cost of SI T8 and ccumulated afliOrtiLatiOn ot $492

Estimated future annual anioririation expense is as follows

In the year ending December 31 2013 62

2014 59

2Ola

2016 53

2017 50

SUBORDINATED LO.N

ftc Company has subordinated loan with Edward Kirolodenko holdings inc the omp mys pare it wflictr cars

interest rt rate of 17.143 per annum and matures on August 2016 The bordinated loan has been approved

by FINRA

RFLAiJQARi\ BALANCES

As at December 31 2012 59684 was due from commonly controlled con pony $20 298 as at December 31

2011 As at December 31 2012 $16 000 54 000 as at December 31 2011 in eonnetron itIi interest on the

Companys subordinated loans ith its parent company remains payable

COMMON SHARf

ftc Company has an unlimited nuiiiher of auilioi izrd common shares of which ght are issued and outstanding

As registered brokerdealer under the Securities Exchange ct of 1934 plie act and member ol the F1NRA tIre

Company is subject to the SECs Uniform Net Capital rule SeT-i the Rule of the Act he Company has elected

to use the alternative method pennitted by the Rule winch requires that the Company maintam minimum net capital

equal to the greater of $5000 or 6-2/3 of aggregate debit items arising from istomer transactions Net capita and

aggregate debit items arising from customer nansactio is change from day to day As of December 31 2012 the

Company had net capital of $86318 which exceeded minunurn net capital requirements by $81318

CONTINGENCIES

In the normal course occasionally the ompany is the subject of litigation eL rrirs Mauageioernt believes that the

current claim is without cause arid is pursuing
its defenses diligently
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