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OATH OR AFFIRMATION

AL e

R

I, Jay K. Chitnis , 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 88

of December 31 2014, 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:

Notary Publi

(a) Facing Page.

{b) Statement of Financial Condition. 0%

(c) Statement of Income (Loss). 2QUN g

{d) Statement of Changes in Financial Condition. T‘T.&\“‘¢

{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.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

Oxxe O [ilﬂDE]DI]E]HI]E]

5 **For conditions of confidential treatment of certain portions of this filing, see section 240.17z-5(e)(3).




YIELDQUEST SECURITIES, LLC

FINANCIAL STATEMENTS FOR THE YEAR ENDED
DECEMBER 31 2014
AND INDEPENDENT AUDITORS' REPORT



RUBIO CPA, PC

CERTIFIED PUBLIC ACCOUNTANTS . 900 Circle 75 pq,kway'"

. Suite 1100
. A’rlcntc. GA 30339
L Offlce 770 690-8995

: 'REPORT OF. INDEPENDENT o . - Fax: 770980-1077
REGISTERED PUBLIC ACCOUNTING FIRM. - :

To the Members of =~ -
YieldQuest_Securities_'LLC-;

We have audited the accompanying financial statements of Yx:l]'ilQuest Securities LL.C which comprise
the statement of financial. condition as of December 31, 2014, and the related statements of operations,
changes in members’ equity, and cash flows for the year then ended that are filed pursuant to Riile 17a-5
under the Securities Exchange Act of 1934, and the related notes to the financial statements, and
supplemental information. YieldQuest Securities LLC management is responsxble for these ﬁnancxal
statements. Our responsibility is to express an opinion on thes‘:rnancml statements based on our audit.

We conducted our audit.in accordance with the standards of the Public Company Accountmg Oversrght
Board (United States) Those standards require that we plan and perform the audit to obtain reasonable.
assurance about whether the financial statements are free of material misstatement. "The Company isnot-
required to have, nor-were we engaged to perform, an audit of its internal control over fmancral ‘réporting.

Our audit included consideration of internal control over financial reportmg as a basis for desrgmng audit . .,

procedures that are appropriate in the cifcumstances, but not for the purpose of expressing an opinion on
the effectiveness-of the Company s internal control over financial reéporting, *Accordingly, we express no
such opnuon An audit also includes examining, on a test basis ]evrdence supporting the amounts and
disclosures in the financial statements. An audit also includes aTSessmg the. accountmg prmc1ples used
and significant estimates made by management, as well as évaluating the overall ﬁnanclal statement ‘
presentation, . We believe that our audlt provrdes a reasonable baC1s iof our’ opmlon )

In our op1n1on, the fmanc1al statements referred to above presen1 falrly, in all matenal respects the
financial position of YieldQuest Securities LLC as of Decemberj31, 2014, and the results. of its. operatlons
and its cash flows for the year then ended in conformity wrth acq ountmg prmclples generally accepted in
the United States. - ' :

The information contained in Schedules L I and IIT. has been sul _]ected to audit procedures performed in
conjimetion with the audit of YieldQuest Securities LLC financif statements.. The information is the
responsibility of YieldQuest Securities LLC management. Our ud1t procedures mcluded ‘determining -
whether the information in Schedules L, II and II reconiciles to. the financial statements or the’ underlymg
accounting and otherrecords, as apphcable, and performlng prt‘)?edures to test the completeness and -

" accuracy of the information presented in the accompanying schedules. In forming our opinion on the
accompanymg schedules, we evaluated whether the supplemental information, including; its form and. .
content, is presented in conformity Rule17a-5 of the: Securities xchange Act of 1934. In our opinion, the
aforementioned supplemental information is fairly stated in:all; aterial respects, in relatron to the

financial statements as.a whole.. o
Yoy EP% P

RUBIO CPA, PC

February 26,2015
Atlanta, Georgia
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YIELDQUEST SECURITIES, LLC

STATEMENT OF FINANCIAL CONDITION
December 31, 2014

ASSETS
Cash 3 103,525
Deposits with clearing organization 104,013
Due from clearing organization 47,316
Due from member - current 1,641
FURNITURE AND EQUIPMENT 593,493
Less accumulated depreciation (550,987)
Furniture and equipment - net | 42 506
TOTAL |% 299,001
LIABILITIES AND MEMBERS' EQUITY
Accounts payable and accrued expenses 13,867
Securities sold, but not yet purchased 47,316
Deferred Rent 11,118
TOTAL LIABILITIES | 72,301
MEMBERS' EQUITY 226,700
TOTAL | $ 299,001

See Independent Auditors' Report and
Notes to Financial Statements.



YIELDQUEST SECURITIES, LLC

STATEMENT OF OPERATIONS
FOR THE YEAR ENDED December 31, 2014

COMMISSIONS I $ 2,174,793
OPERATING EXPENSES:
Total Payroll Expense 461,963
Rent or Lease Expense 220,853
Research 182,021
Clearing Costs 179,597
Employment Recruiter fee 10,740
Compliance Fees 68,630
Tech Service Fee 31,066
Depreciation Expense 24,996
Telephone/Cable Expense 11,511
Advertising & Marketing 8,450
Accounting Fees 7,500
Insurance Expense 7,203
Interest Expense ’ 5713
Office 3,728
Bank Fees 3,510
Taxes and Licenses 1,847
Conference Expense 1,250
Printing Fees 1,123
Postage/Freight Expense 962
Meals & Entertainment 809
Maintenance & Repairs Expense 406
Education Expense 375
Law Fees 195
Cost of Funds 179
Travel Expense 100
CRD - Registrations 25

Total expenses | 1,234,752
Net Income before other income <expense> | 940,041

OTHER INCOME <EXPENSE>:

Trading gains - net 361
Other Revenue 246
Net other income 607
NET Income : | $ 940,648

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, 2014

MEMBERS' EQUITY, JANUARY 1
Net Income
Member Distributions

MEMBERS' EQUITY, DECEMBER 31

$ 306,169
940,648
(1,020,117)
[F___226,700,

See Independent Auditors' Report and
Notes to Financial Statements.



YIELDQUEST SECURITIES, LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED December 31, 2014

OPERATING ACTIVITIES:
Net Income

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

Depreciation

(Increase) decrease in:
Securities owned, at fair value
Clearing Deposit
Accounts Receivable from Clearing Broker

Increase (decrease) in:
Payabie to clearing organization - margin debit
Accounts payable and accrued expenses
Securities sold, not yet purchased, at fair value
Deferred Rent

Net cash provided by operating activities

INVESTING ACTIVITIES:
Purchase of Equipment

Net cash used by investing activities
FINANCING ACTIVITIES:
Member Distributions
Net cash used by financing activities
NET DECREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

$ 940,648

24,996

36,948
27,887
(27,530)

(5,490)
(12,551)
15,858
11,118

[ 1,011,864

(250)

| (250)

(1,020,117)

I (1,020,117)

| (8,483)

112,008

B 103,525

See Independent Auditors' Report and
Notes to Financial Statements.



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.

Description of Business
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 taxed as a partnership 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.

Under the provisions of FASB Accounting Standards Codification 740-10, Accounting for
Uncertainty in Income Taxes the Company is required to evaluate each of its tax
positions to determine if they are more likely than not to be sustained if the taxing
authority examines the respective position. A tax position includes an entity's status,
including its status as a pass-through entity and the decision not to file a return. The
Company has evaluated each of its tax positions and has determined that no provision
or liability for income taxes is necessary.

The Company, which files income tax returns in the U.S. federal jurisdiction and various
state jurisdictions, is no longer subject to U.S. federal income tax examination by tax
authorities for years before 2011.

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.

Commissions
Commissions and related clearing expenses are recorded on a settlement-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 settlement 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.

Property and Equipment

Property and equipment are recorded at cost. Depreciation is provided over the
estimated useful lives of the respective assets. Maintenance and repairs are charged to
expense as incurred; major renewals and betterments are capitalized. When items of
property or equipment are sold or retired, the related cost and accumulated depreciation
are removed from the accounts and any gain or loss is included in the results of
operations.

Date of Management's Review
Subsequent events were evaluated (through February 26, 2015) which is the date the
financial statements were available to be issued.

DEPOSITS WITH CLEARING ORGANIZATIONS

The amounts deposited with clearing organizations at December 31, 2014 is $104,013.
The Company clears all of its customer transactions through a broker-dealer
independent of the Company on a fully disclosed basis.



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, which approximates cost, on a recurring basis as of December 31, 2014:

Description Level 1 Level2 Level 3

Securities sold, not yet purchased:
State and municipal obligations 47,316

Total 47,316

DUE FROM CLEARING ORGANIZATION

The Due From Clearing Organization represents proceeds from the sale of securities
sold, not yet purchased. Bond maturities range from 7 to 16 years.



COMMITMENTS

The Company has obligations under operating leases with initial non-cancelable

terms in excess of one year. Approximate aggregate annual rentals for office space at

December 31, 2014 are as listed below:

2015
2016
2017
2018
2019

$
$
$
$
$
$

56,000
80,000
83,000
85,000
60,000

364,000

The aggregate annual rentals shown above include 100% of the rental

obligation for facilities shared by the Company and YieldQuest Advisor's, LLC.

The Company's aggregate rent expense for the year ended December 31, 2014 is

$220,853.

During 2014, the company entered into new office premises leases that contained
periods of free rent. The deferred rent liability arose from allocation of the rent payments

due in future periods to the free-rent period.

CONTINGENCIES

In 2013, the Company entered into a 6-year, exclusive agreement with their clearing

broker-dealer. The Company received an incentive payment of $130,000.

A penalty would be charged if the Company chose to terminate their relationship with the

clearing broker within the first five years as follows.

On or before January 10, 2015
On or before January 10, 2016
On or before January 10, 2017
On or before January 10, 2018

104,000
78,000
52,000
26,000




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,
2014, the Company had net capital of $170,934, which was $70,934 in excess of
its required net capital of $100,000. The Company's percentage of aggregate
indebtedness to net capital was 42.3%.

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

The Company and YieldQuest Advisors, LLC (the RIA), a company under common
control, share office space and have entered into an 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. For 2014, all of the shared expenses were borne by the Company.

10



YIELDQUEST SECURITIES, LLC

COMPUTATION OF NET CAPITAL UNDER RULE 15c3~1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF December 31, 2014

[ SCHEDULE 1 |

TOTAL MEMBERS' EQUITY QUALIFIED FOR NET

CAPITAL | $ 226,700

DEDUCTIONS AND/OR CHARGES:
Non-allowable assets:

Furniture and equipment - net (42,506)
Deposit (1,641)
Haircuts (11,619)
NET CAPITAL | $ 170,934
AGGREGATE INDEBTEDNESS:
Total aggregate indebtedness | $ 72,301
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT -
Minimum net capital required Is 100,000
Excess net capital | 3 70,934
Percentage of aggregate indebtedness to net capital | 42.3%

Reconciliation with Company's computation of net capital included in Part IIA of Form X-17A-5 as of
December 31, 2014.

Net Capital as reported in Part lIA of Form X-17A-5 $ 182,053
Audit Adjustment - Deferred Rent $ (11,119)
Net Capital as reported above $ 170,934

11
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RUBIO CPA, PC

CERTIFIED PUBLIC ACCOUNTANTS

YIELDQUEST SECURITIES LLC

INDEPENDENT ACCOUNTANT’S REPORT ON APPL
RELATED TO AN ENTITY’S SIPC ASSESS

To the -Members'of YieldQuest_ Securities LLC

In accordance with Rule 17a-5(e)(4) under the. Securities Exch
procedures enumerated below with respect to the accompanyin

a?Gen

900 Circle 75 Parkway .-

' Suite 1100
Atlanta, GA 30339

.Office: 770 69&8995 S
Fax:. 770980-1077 -

G AGREED-UPON PROCEDURES
NTRECONCILIATION '

ge Actof 1934 we have performed the
eral Assessniént Reconciliation

(Form SIPC-7) to the Securities Investor Protection Corporation (SIPC) for the year ended December 31,
2014, which were agreed to by YieldQuest. Securities LLC and the Secitrities and Exchange Commission,
Financial Industry'Regulatory Authority, Inc. and 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 imanagement is
responsible for YieldQuest Securities LLC’s compliance with those requirements. ‘This agreed-upon
procedures engagement was conducted in accordanice with attets?atxon standards estabhshed by the
American Tistitute of Certified Public Accountants. The sufficiency of these procedm es is solely the '
responsibility of those parties specified in this report. Consequently, we make no representatxon regarding -

the sufficiency of the procedures described below.either for the

requested or for arly‘otlier purpose. The procedures we performe

1.
records entries, noting no differences;

2. Compared the Total Revenue amounts.of the audited Fo
31, 2014, with the amounts reported in' Form SIPC-7 fo
noting no differences;

3. Compared adjustments reported in Form SIPC-7 with s
noting no differences; and,

4,

We were not engaged to, and did not conduct ait exammatlon ﬂ}e objective of whlch would'be the.
expression of an-opinion on compliance. Accordmgly, we.do no
performed additional procedures, other matters mlgat have « come

reported to you.

This report is intended solely for the information and uise of the

intended to be and’ should not be used by anyone other than these

M v, Pe

' RUBIO CPA, PC

February 26,2015
Atlanta, GA

Compared the listed assessment payments in' Form SIPG

1

Proved the atithmetical accuracy of the calculatlons ref]ected i Form SIPC-7 and in the related
schedules and working papers supporting the adjustmejks, noting no dlfferences

purpose. for which this report has been
d and our findings are a$ follows:

-7 with respective cash disbursement

X—17A-5 for the year ended December
the year ended: December 31,2014,

pporting schedules and workmg papers,

t express such an opinion. Had we
> 10 our attentron that would have been

Fpecxﬁed pames listed above and is not
speclﬁed partles :




SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 %%sig%g‘tggdoo.c. 20090-2185

General Assessment Reconciliation

SIPC-7

(33-REV 7/10)

SIPC-7

{33-REV 7/10}

For the fiscal year anded December 31, 20 14
{Read carelully the instructions in your Working Copy betore compleling 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:

I Note: If any of the information shown on the mailing label

066884 FINRA DEC requires correction, please e-mail any corrections to
YIELDQUEST SECURITIES LLC form@sipc.org and so indicate on the form filed.
191 PEACHTREE ST NE STE 3980
ATLANTA GA 30303 Name and telephone number of person to contact
respecting this form.
l___ _| JOHN N BLISS Il 404-446-3370
2. A. General Assessment (item 2e from page 2) $5,438
B. Less payment made with SIPC-6 filed (exclude interast) (2924
09/29/14
Date Paid
C. Less prior overpayment applied {
D. Assessment balance due or {overpayment) 2,514
E. Interest computed on late payment (see instruction E) for______days at 20% per annum
F. Total assessment balance and interest due {or overpayment carried forward) $2'514
G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total (must be same as F above) $2,514
H. Overpayment carried forward $( }

3. Subsidiaries (S) and predecassors (P) included in this form {give name and 1934 Act registration number).

The SIPC member submitting this form and the

person by whom it is execuled represent thereby 3
that all information contained herein is true, correct YIELDQUEST ITIES LLC £ 3

and complete. ‘2”? Vo oragnjpition]
4 £ /l
¥ {Aathorized Signa
Dated the 26 day. of February o018 | SENIOR VICE PRESIDENT CL_
(Title}

This form and the assessment payment is due 60 days after the end of the fiscal year, Retain the Working Copy of this form
for a pertod of not less than 6 years, the latest 2 years in an easily accesslble place.

£ Dates:

% Postmarked Received Reviewed

E Caleulations Documentation e Forward Copy
o

<o Exceptions:

=

L7

Disposition of exceptions:

WORKING COPY



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amaunts for the fiscal period

beginning JAN1 ..., 2014

and ending DEC31 .. 20144
Eliminate cents

tem No, 52,175,038

2a. Total revenue (FOCUS Line 12/Part 1|A Line 9, Gode 4030)

2b. Additions:
{1} Total revenues from the securities business of subsidiaries {excep! foreign subsidiaries) and
predecessors not insluded above.

{2) Net loss from principal transactions in securities in trading accounts.

{3} Net loss from principal transactions in commodities in trading accounts.

{4) Interest and dividend expsnse deducted in determining item 2a.

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

{6) Expenses other than advartising, printing, registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities.

(7} Net loss from secutities in investment accounts. 361
Total additions 361
2c. Deductions:
(1) Revenues from the distribution of shares of a registered open end Investment cempany of unit
investment trust, from the sale of variable annisties, from the business of insurance, from investment
advisory services rendered to raglstered investment companies or insurance company separate
accounts, and from transactions In security futures prodacts.
(2) Revenuss from commodily transactions.
(3} Commissions, floot brokerage and clearance paid to other SIPC members in connection with
securitles transactions.
{4) Reinibursements for postage in connection with proxy solicitation.
{5) Net gain from securities in investment accounts,
{6) 100% of commissions and markups earned from transactions in {i) cestificates of deposit and
(i) Treasury bills, bankers acceptances or commercial paper that mature nine months of less
from issuance date.
(7} Diract expenses of printing advertising and legal fees incurred in connection with other revenus
related 10 the securities business (revenue defined by Section 18(9){L) of the Ast).
(8) Othar ravenue not related either diréctly or indirectly to the securities business,
{Sse Instruction C):
{9) (i} Total interest and dividend expense (FOCUS Line 22/PART HA Line 13,
Code 4075 plus line 2b(4) above} but not in excess
of tolal interest and dividend income. $
(i1} 40% of margin interest earned on customers securilies
accounts (40% of FOCUS line 5, Code 3960}, $
Enter the greater-of line (i) or {ii)
Total deductions
2d. SIPC Net Operating Revenues $ 2,175,399
26. General Assessment @ .0025 $ 5438

{to page 1, line 2.A.}



SIPC-7 Instructicns

This form Is to be filed by all members of the Securities Investor Protection Corporation whose {iscal ysars end in 2011 and annually
thereafter. The form together with the payment is due no later than 60 days after the end of the fiscal year, or after membership
termination. Amounts reported herein must be readily recencilable with the member’s records and the Securities and Exchange
Commission Rule 17a-5 report filed. Questions pertaining to this form should be directed 1o SIPC via e-mail at form@sipc.org or

by telephoning 202-371-8300.

A. For the purposes of this form, the term “SIPC Net
‘Operating Revenues” shall mean gross revenues from the
securities business as defined in or pursvantto the applicable
gsections ‘of 'the Securities Investor Prolection Act of 1970
{"Act"} and Article 6 of SIPC's bylaws (see page 4), less item
26(9) on page 2.

B. Gross revenues of subsidiaries, except foreign
subsidiaries, are required to be Included in SIPC Net
Operating Revenues on a consolidated basis except for a
subsidiary filing separately as sxplained hersinalter,

If a subsidiary was required to file a Rule 17a-6 annual
audited statement of income separately and is also a SIPC
member, then such subsidiary musi itself file SIPC-7, pay the
assessment, and should not be consclidated in your SIPC-7,

SIPC Net Operating Revenues of a predecessor member
which are notincluded initem 2a, were not reported separately
and the SIPC assessments were not paid thereon by such
predecessor; shall be included in item 2b{1).

C. Your General Assessment should be computed as follows:

{1y Ling 2a For the applicable period enier total revenue

based upon amounts reported in your Rule 17a-5 Annual

Audited Stalement of Income prepared in conformity with

generally accepted accounling principles applicable to

securities brokers and dealers. or if exempied from that

rule, use X-17A-5 (FOCUS Report) Ling 12, Code 4030.

12) Adjustments The purpose of the adjustments on page 2
is to detérmine SIPC Net Operating Revenues.

(a) Additions Lines 2b(1) through 2b{7) .assure that
assessable income and gain items of SIPC Net
Operating Revenues are tetaled, unreduced by any
losses (e.g., I a net loss was incutred for the period
from all transactions in {rading account securities,
that net loss does not reduce other assessable
revenues). Thus, fine 2b(4) would include all shorf
dividend and interest payments including those
incurred in reverse conversion accounts, rebates
on stock loan positions and repo-interest which
have been netled in determining line 2(a).

(b} Deductions Line 2¢(t) through line 2¢(9) are either
provided for in the statue, as in deduction 2¢{1), or are
altowed fo arrive at'an assessment base consisting of
net operating revenues from the securities business.
For example, line 2¢{9) allows for a deduction of
either the total of interest and dividend expense {not
10 exceed interest and dividend income), as reported
on FOCUS line 22/PART HIA line 13 (Code 4075), plus
line 2b{4) or 40% of inferesi earned on customers’
securities accounts (40% of FOCUS Line 5 Code
3960). Be certain to complete both line {i} and {ii),
entering the greater of the two inthe far right column.
Dividends paid lo sharehoiders are not considered
“Expense” and thus are not to be included in the
deduction. Likewise, interest and dividends paid lo
pariners pursuant to the partnership agreements
would also not be deducted.

if the amount reporled on line 2¢ (8) aggregates
to $100,000 or greater, supporting documeniation

must accompany the form that identifies these
deductions. Examples of support information
inglude; contractual agreemenls, prospectuses,
and limited partnership documentation,

(i), Determine your SIPC Net Operating Revenues,
item 2d, by adding 1o item 2a, the total of item 2b,
. and deducting the total of item 2c.
(i} Multiply SIPC Net Operating Revenues by the
- applicable rate. Enter the resulting amount in item
- 2¢ and on line 2A of page 1.

Enter on line 2B the assessment due as reflected

on the SIPC-6 previously filed.

(ivi Subtract line 2B and 2C from line 2A and enter the
ditference on line 2D. This is the balance due for
the petiod.

{v). Enter interest computed on late paymem (if
applicable} on line 2E.

{vi} Enter the total due on line 2F and the payment of
the amount due on line 2G.

(vii) Enter overpayment carried forward (it any) on
line 2H.

D. Any SIPC member which Is also a bank (as defined in
the Securities Exchange Act of 1934) may exclude from SIPC
Net Operating Revenues dividends and interest received on
securitiaé in its invesiment accounts to the extent that it
can deménstrate to SIPC's satisfaction that such securities
are held; and such dividends and Interest are received,
solely in connection with its operations as a bank and nol in
connection with its operations as a broker, dealer or member
of a national securities exchange. Any member who excludes
from SIPC Net Operating Revenues any dividends or interest
pursuant 1o the preceding sentence shall file with this form
a supplementary sialement setting forth the amount so |
excluded:and proof of its entitlement to such exclusion.

E. Interest on Assessments. If all or any part of assessment
payable under Section 4 of the Ast has not been postmarked
within 15.days after the due date thereof, the member shall
pay, in addition to the amount of the assessmenl, interest
at the rale of 20% per annum on the unpaid portion of the
assessment for each day it has been overdue.

F. Segurities and Exchange Commission Rule 17a-5(g)
{4) requires those who are nol exempled from the audit
requirement of the rule and whose gross revenues are in
excess 0f $500,000 to file a supplemental independent public
accountants report covering this SIPC-7 no later than 60 days
after their fiscal year ends.

(iit

Mail this completed form to SIPC together with a
check for the amount due, made payable to SIPC,
using the enclosed return PO BOX envelope. lf you
would like to wire the assessment payment please fax
a copy of the assessment form to (202)-371-6728 or
e-mail a copy to form@sipc.org and request

wire instructions.




From Section 16(9) of the Act:

The term “gross revenues from the securities business” means the sum of (but without duplication)j—

{A) commissions earned in connection with transactions in securilies elfected for customers as agent (net of commissions paid
to other brokers and dealérs in-connection with such transacilons) and markups with respect to purchases or sales of securities
as principal;

(B) charges for executing or clearing transactions in securities for other brokers and dealers;

{C) the net realized gain, if any, from principal transactions in securities in trading accounts;

{D) the net profit, if any, from the management of or participation in the underwriting or distribution of securities;
{E) interest earned on customers’ securilies accounts;

(F) fees for investment advisory services (except when rendered 1o one or more registered investment companies or fnsurance
company separate accounts) or account supervision with respect to securities;

(G) fees for the soficitation of proxies with respect to, or tenders or exchanges of, securities;
(H)-income from service charges or other surcharges with respecl 1o securities;

(1) except as otherwise provided by rule of the Commission, dividends an¢ interest received on securities In investment ac-
counts of the broker or dealer:

(J) fees in connection with put, call, and other options transactions in securities;

{K) commissions earned for ransactions in (i) certificates of deposit, and (i} Treasury bills, bankers acceplances, or commer-
cial paper which have a maturity at the time of issuance of not exceeding nine months, exclusive of days of grace, or any renewal
thereof, the maturity of which is likewise limited, except that SIPC shall by bylaw include in the aggregate of gross revenues only
an appropriate percentage of such commissions based on SIPC's loss experience with respect to such instruments over at |east
the preceding five years; and

(L} fees and other income from such other categories of the securities buéiness as SIPC shall provide by bylaw,

Such term includes revenues earned by a broker or dealer in connection with a transaction in the portfolio margining account of
a customer carried as securities accounts pursuant to a pertfelio margining program approved by the Commission, Such lerm does
not include revenues received by a broker or dealer in connection with the distribution of shares of a registered open end invest-
ment company or unit investment trust or revenues derived by a broker or dealer from the sales of variable annuities, the busi-
ness of insurance, or transactions in security futures products.

From Section 16(14) of the Act:

The term “Security” means.any note. stock, treasury stock, bond, debenture, evidence of indebtedness, any collateral trust certificate,
preorganization certificale or subscription, transferable share; voling lrust certificate, cerlificate of deposit, certificate of deposit for
a security, or any-security future as that term is defined in section 78c(a}{55){A} of this litle, any investment contract or certificate

of interest or participation in any profit-sharing agreement or in any oil, gas or mineral royalty or lease (if such investment contract
or interest is the subject of a registration statement with-the Commission pursuant to the provisions of the Securities Act of 1933 [15
U.S.C. 774 et seq.]), any put, call, siraddle, aption, or privilege on any security, or group or index of securities (including any interest
therein or based on the value thereof), or any put, call, straddle, option, ar privilege entered into on a national securities exchange
relating to foreign currency, any certificate of intgrest or participation in, temporary or interim cerlificate for, receipt for, guarantee
of, or warrant or right to subscribe to or purchase or sell any of the foregoing, and any other instrument commonly known as a secu-
rity. Except as specifically provided above, the term "security” does not include any curreney, or any commodity or related contract or
futures contract, or any warran! or right te subscribe to or purchase or sell any of the foregoing.

From SIPC Bylaw Article 6 (Assessments):

Section 1(f): !

The term *gross revenues from the securities business” includes the revenues il the definition of gross revenues from the securities
business set forth in the applicable sections of the-Act, :

Section 3:

For purpose of this article: .

(a) The term *securities in trading accounts” shall mean securities held for sale in the ordinary course of business and not identified
as having been held for investment.,

(b) The term “securities in investment accounts” shail mean securities that are clearly identified as having been acquired for invest-
ment in accordance with provisions of the Internal Revenue Code applicable to dealers in securities.

(¢} The term *fees and other income irom such olher categories of the securities business” shall mean all revenue related either
directly or indirectly to the securities business except revenue included in Section 16(8)(A)-{L) and revenue specifically excepted in
Section 4{c}{3}(C)[ltem 2c(1), page 2].

Note: [I the umounl.ob.assessmant entered on fine 2e of $IPC-7 is greater fhan 1/2 o1 19 of "gross revenues jrom the socurities business” as dotined above. you may submiy.that calculatiop
alony with the $1PG-7 ferm (o SIPC and pay the smaller amount, subjest te teviaw by your Examining Autherity and by SIPC.
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