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OATH OR AFFIRMATION

I, James Schoenike , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Quasar Distributors, LLC

, as
of December 31 ,2016 , 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:

T U “Signature

President

Title
My commission expires

v@otary Public on April 3, 2020,

This report ** contains (check all applicable boxes):
M (a) Facing Page.

d (b) Statement of Financial Condition.

] (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

[J (e) Statement of Changes in Stockholders” Equity or Partners’ or Sole Proprietors’ Capital.
£ (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

1 (g) Computation of Net Capital.
O
O
|
O
O

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

O

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Statement of Financial Condition
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. Ernst & Young LLP Tel: +1 612 343 1000
Suite 1400
220 South Sixth Street

i Mi lis, MN 55402-4509
Building a better inneapolis
working worid

Report of Independent Registered Public Accounting Firm

The Board of Directors and Member of
Quasar Distributors, LLC

We have audited the accompanying statement of financial condition of Quasar Distributors, LLC
(the Company) as of December 31, 2016. This balance sheet is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based on our
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the statement of financial condition is 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 statement of financial condition referred to above presents fairly, in all material

respects, the financial position of Quasar Distributors, LLC at December 31, 2016, in conformity
with U.S. generally accepted accounting principles.

Wé%ﬂwi Ld

February 23, 2017

1702-220952
e e

A member firm of Ernst & Young Global Limited



Assets

Quasar Distributors, LL.C
(A Wholly Owned Subsidiary of U.S. Bancorp)

Statement of Financial Condition

December 31, 2016

Cash and cash equivalents (Includes $8,680,982 of money market
mutual funds carried at fair value)

Affiliated fees receivable

Unaffiliated fees receivable

Office equipment and capitalized software, net of accumulated
depreciation of $706,718

Goodwill

Deferred tax asset, net

Prepaid assets
Total assets

Liabilities and member’s equity

Liabilities:

Payable to affiliate

Income taxes payable to affiliate, net
Accounts payable, accrued expenses, and other liabilities

Total liabilities

Member’s equity:

Contributed capital, 1,250,000 units

Retained earnings
Total member’s equity

Total liabilities and member’s equity

See accompanying notes.

$ 14,580,779
79,891
2,058,655

14,315
466,410
150,143

63,954

$ 17,414,147

$ 41,712
374,893
982,193

1,398,798

1,250,000
14,765,349

16,015,349

$ 17,414,147




Quasar Distributors, LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)

Notes to Statement of Financial Condition

December 31, 2016
1. Organization

Quasar Distributors, LLC (“Quasar” or the “Company”) was incorporated as a limited liability
corporation in the state of Delaware and commenced operations on January 21, 2000. The
Company is a wholly owned subsidiary of U.S. Bancorp (the “Parent” or “USB”). In the ordinary
course of business, the Company will enter 1nt0 transactlons with USB and subsidiaries of USB
(affiliates).

The Company is registered with the Securities and Exchange Commission (the “SEC”) as a
broker-dealer under the Securities Exchange Act of 1934 and is a member of the Financial
Industry Regulatory Authonty (“FINRA™). The Company provides mutual fund distribution,
marketing, and underwriting services to mutual funds in all 50 states of the United States of
America, Washington, D.C., Puerto Rico, U.S. Virgin Islands and Guam. The Company is a
member of the National Securmes Clearing Corporation’s Fund/SERV System. The pnnc1pa1
operations of the Company are located in Milwaukee, Wisconsin.

The Company is not exempt from Rule 15¢3-3 of the Securities and Exchange Commission. The
Company does not transact a business in securities with, or for any person, defined as a
“customer” pursuant to Rule 17a-5(c)(4) and does not carry margin accounts, credit balances, or
securities for any person defined as a “customer” pursuant to Rule 17a-5(c)(4).

2. Significant Accounting Policies

Use of Estimates

The preparation of the financial statements in cqnformlty with United States generally accepted
accounting principles requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ
from those estimates.

Cash and Cash Equivalents

For the purpose of the Statement of Financial Corldiition, the Company considers investments
in money market mutual funds to be cash equivalents.

Office Equipment and Capitalized Software
Office equipment and capitalized software are recorded at cost, net of accumulated depreciation,

and depreciated on a straight-line basis over estimated useful lives, which range from three to five
years.

2



Quasar Distributors, LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
Goodwill

Goodwill is recorded on acquired business if the purchase price exceeds the fair value of the net
assets acquired. Goodwill is not amortized but is subject, at a minimum, to annual tests for
impairment. In certain situations, an interim impairment test may be required if events occur or
circumstances change that would more likely than not reduce the fair value of the Company
below its carrying amount. Determining the amount of goodwill impairment, if any, includes
assessing the current implied fair value of the Company as if it were being acquired in a business
combination and comparing it to the carrying amount of the goodwill. No impairment charges
resulted from the annual impairment test.

Revenue Recognition

The Company has contractual arrangements with third party and affiliated entities to provide
certain fund-related services, primarily involving marketing and distribution. Fees receivable is
recorded on an accrual basis as earned and in accordance with negotiated fee schedules with
customers. No allowance has been established for fee receivables, as management believes that
the receivable amount of $2,138,546 recorded in the Statement of Financial Condition is fully
collectible.

Income Taxes

The Company is included in the consolidated federal and state income tax returns of the Parent.
Federal and state income taxes are determined on a separate company basis, and payments are
received from, or remitted to, the Parent. Settlements of federal and state payments are made on a
regular basis in line with a tax-sharing agreement with the Parent and its affiliates. Actual income
tax expense does not differ substantially from the amount that would be computed by applying the
statutory federal tax rate.

Deferred taxes are recorded to reflect the tax consequences on future years of differences between
the tax basis of assets and liabilities and the financial reporting amounts at year-end.

At December 31, 2016, the Company did not have any unrecognized tax positions.



Quasar Distributors, LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)

Notes to Statement of Financial Condition (continued)
3. Accounting Changes and Recently Issued Accounting Standards

In May 2014, the Financial Accounting Standards Board (“FASB”) issued accounting guidance,
originally effective for the Company on January 1, 2017, related to revenue recognition from
contracts with customers. In August 2015, the FASB delayed the effective date of this guidance
by one year, resulting in it becoming effective forjthe Company on January 1, 2018. The
guidance allows for either retrospective application to all periods presented or a modified
retrospective approach where the guidance would only be applied to existing contracts in effect
at the adoption date and new contracts going forward. The Company expects the adoption of this
guidance will not be material to its financial statements.

In February 2016, the FASB issued accounting guidance, effective for the Company on January 1,
2019, related to accounting for leases. This guidance will require lessees to recognize all leases
on the Statement of Financial Condition as lease assets and lease liabilities, with lessor accounting
being largely unchanged. This guidance also requires additional disclosures regarding leasing
arrangements. The Company expects the adoption of this guidance will not be material to its
financial statements.

4. Fair Value Measurement of Financial Instruments

The Company uses fair value measurements for the initial and ongoing recording of certain
assets and liabilities. Fair value is defined as the exchange price that would be received for an
asset or paid to transfer a liability (an exit price) in an orderly transaction between market
participants as of the measurement date. Accounting guidance establishes a three-level hierarchy
for valuation techniques used to measure financial assets and financial liabilities at fair value.
This hierarchy is based on whether the valuation inputs are observable or unobservable. Level 1
uses quoted prices in active markets for identical assets-or liabilities. Money market mutual funds
included in cash and cash equivalents at December 31, 2016 of $8,680,982 owned by the
Company and accounted for at fair value have been classified as Level 1 assets in accordance
with this guidance The Company did not hold any other financial instruments during the year
ended December 31, 2016.

5. Net Capital Requirements

Pursuant to the SEC’s Uniform Net Capital Rule, the Company is required to maintain minimum
net capital of the greater of 6 2/3% of net aggregate indebtedness or $250,000. In addition, under
this rule, the Company’s ratio of aggregate indebtedness to net capital may not exceed 15 to 1.

At December 31, 2016, the Company had net capital of $8,349,025, which was $8,099,025 in
excess of its minimum required net capital of $250,000. The Company’s aggregate indebtedness
to net capital ratio was 0.17 to 1 at December 31, 2016. In addition, the Company is subject to
certain notification requirements related to withdrawals of excess net capital.



Quasar Distributors, LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)
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Notes to Statement of Financial Condition (continued)

6. Employee Benefit Plans and Stock-Based Compensation

Substantially all of the Company’s employees are eligible to participate in USB’s employee
benefit plans.

Eligible Company employees participate in the U.S. Bank Pension Plan and the U.S. Bank 2010
Cash Balance Plan. Plan participants receive annual cash balance pay credits based on eligible
pay multiplied by a percentage determined by their age and years of service. Participants also
receive an annual interest credit. Employees become vested upon completing three years of
vesting service. For participants in the plan before 2010 that elected to stay under their existing
formula, pension benefits are provided to eligible employees based on years of service, multiplied
by a percentage of their final average pay. Plan assets consist of various debt securities, various
equity securities and other miscellaneous assets.

R L T S T
In addition to providing pension benefits, the Company provides certain healthcare and death
benefits to certain former employees who retired prior to January 1, 2014 through the
postretirement welfare plan offered by USB. Employees retiring after December 31, 2013 are not
eligible for retiree healthcare benefits.

Company employees also participate in the U.S. Bank 401(k) Savings Plan, which allows
qualified employees to contribute up to 75 percent of their annual compensation, subject to
Internal Revenue Service limits, through salary deductions under Section 401(k) of the Internal
Revenue Code. Employee contributions are invested at their direction among a variety of
investment alternatives. Employee contributions are 100 percent matched by the Company, up to
4 percent of each employee’s eligible annual compensation. The Company’s matching
contribution vests immediately and is invested in the same manner as each employee’s future
contribution elections.

The Company’s employees participate in the Parent’s stock-based compensation and long-term
incentive cash plan. Stock-based compensation expense is based on the estimated fair value of the
award at the date of the grant or modification. The plan provides for grants of options to purchase
shares of common stock at a fixed price equal to the fair value of the underlying stock at the date
of grant, or shares of common stock or stock units that are subject to restriction on transfer prior to
vesting. The fair value of each option award is estimated on the date of grant using the Black-
Scholes option-pricing model.



Quasar Distributors, LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)

Notes to Statement of Financial Condition (continued)

7. Related-Party Transactions

In the ordinary course of business, the Company enters into transactions with the Parent and
affiliates. These transactions can be charges or reimbursements to the Company and include fees
for services provided by or for affiliates, costs for occupancy, and general and administrative
services. Costs are allocated from the Parent to the Company based upon a master service
agreement.

Cash includes cash held at U.S. Bank National Association (“USBNA”™), an affiliate of the
Company. Cash equivalents of the Company are invested in the First American Prime Obligations
Fund and First American Government Obligations Fund, which are money market mutual funds
sponsored by an affiliate of the Company. o

The Company has contractual arrangements with affiliated entities to provide certain fund-related
services, primarily involving marketing and distribution. Affiliated fees receivable of $79,891 is
shown in the Statement of Financial Condition.

The amount payable to affiliate of $41,712 as of December 31, 2016, relates to compensation,
benefits, and general and administrative expenses incurred by the Parent and U.S. Bancorp Asset
Management, Inc., an affiliate of the Company, on behalf of Quasar.

8. Income Tax

The components of the Company’s net deferred tax asset as of December 31, 2016, were:

Deferred tax asset:

Deferred compensation, accrued compensation, and pension $ 159,139

Stock compensation 20,687
Gross deferred tax asset ’ 179,826
Deferred tax lLability . , ‘ (29,683)

Net deferred tax asset A $ 150,143

The Company is required to establish a valuation allowance for any portion of the deferred tax
assets that management believes will not be realized. In the opinion of management, it is more
likely than not that the Company will realize the benefit of the deferred tax assets, and therefore, no
such valuation allowance has been established. ’



Quasar D1str1butors LLC
(A Wholly Owned Subsidiary of U.S. Bancorp)

Notes to Statement of Financial Condition (continued)

8. Income Tax (continued)

In preparing its tax returns, the Company is required to interpret complex tax laws and regulations
and utilize income and cost allocation methods to determine its taxable income. On an ongoing
basis, the Company is subject to examinations by federal, state, local and foreign taxing
authorities that may give rise to differing interpretations of these complex laws, regulations and
methods. Due to the nature of the examination process, it generally takes years before these
examinations are completed and matters are resolved. Federal tax examinations for all years
ending through December 31, 2010, are completed and resolved. The Parent’s consolidated
federal income tax returns, for which the Company is included, for the years ended December 31,
2011, 2012, 2013 and 2014 are under examination by the Internal Revenue Service. The years
open to examination by state and local government authorities vary by jurisdiction.

9. Concentration of Business/Risk

The Company’s activities significantly rely on U.S. Bancorp Fund Services, LLC (“USBFS”), a
related-party, for establishing relationships that provide the majority of its revenues. USBFS also
acts as the primary client contact in negotiating contracts on behalf of the Company. These
activities expose the Company to concentration risk in the event that USBFS were to lose
customers or go out of business. The Company does not believe that this concentration poses a
significant risk. The Company’s results may be 51gmﬁcantly different if it operated as a stand-
alone entity.

10. Subsequent Events

The Company has evaluated the impact of events that have occurred subsequent to December 31,
2016. Based on this evaluation, the Company has determined that none of these events were
required to be recognized or disclosed in the Company’s financial statements except as follows: In
January 2017, the Company entered into a clearing agreement with another firm in order to
provide dealer clearing services as an expanded service offering. The initial term of this
agreement is for five years with guaranteed graduated mlmmum payments totaling $1,250,000
over the initial term.
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