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BRIAN W. ANSON |
Certified Public Accountant
18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 - Tel. (818) 401-8800 - Fax (

18) 401-8818
INDEPENDENT AUDITOR’S REPORT

To the Shareholders of
RMG Partners Corporation
(a Delaware Corporation)

|

I

T

|

I

|

|
Greenbrae, California i

I have audited the accompanying statement of financial condition of E:{MG IParmers Corporation.
as of December 31, 2006 and the related statements of income, changes in §tockholders’ equity,
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the
Securities Fxchange Act of 1934. These financial statements are the r'e'sponlsibility of the
Company’s management. My responsibility 1s to express an opinion on these financial
statements based on our audit. ‘ ]

b .
[ conducted my audit in accordance with auditing standards genera]lyI accepted in the United
States of America. Those standards require that I plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstefltements. 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 Icn.'f.:ra'll financial statement
presentation. | believe that my audit provides a reasonable basis for my opinion.
In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of RMG Partners Corporation, as of December I3 1, 2006, and the results of
its operations and cash flows for the year then ended in conformity with ac'counting principles
generally accepted in the United States of America.

My audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on Schedule I is presenied for purposes of
additional analysis and is not required as part of the basic financial statements, but is
supplementary information required by Rule 17a-5 of the Securities E:md E)'(Change Act of 1934,
Such information has been subject to the auditing procedures applied in our audit of the basic
financial statements and, in my opinion, is fairly stated in all material respé:ct in relating to the
basic financial statements taken as a whole.. i

i
This opinion is intended solely for the information and use of the boztird ofidirectors, the
Securities and Exchange Commission, and other regulatory agencies‘which rely on Rule 17a 5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers,
and is not intended to be and should not bé used by anyone other than these specified parties.
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Brian W. Anson |

Certitied Public Accountant

Tarzana, California ’

February 19, 2007 '
|




RMG PARTNERS CORPORATION

Statement of Financial Condition
December 31, 2006
¢
ASSETS:
Cash and cash equivalents (Note 1)
Investments
Property & equipment-net of accumulated
depreciation of $33,714 (Note )

Other assets
Total assets

LIABILITIES AND SHAREHCLDERS' EQUITY
LIABILITIES:
Accounts payable

Total liabilities

SHAREHOLDERS' EQUITY
Common stock, 100 shares authorized and outstanding
Additional paid in capital
Retained deficit

Total shareholders’ equity

Total liabilities and shareholders' equity

5 37,135

342,646

12,695
5392476

5 24,598

| 24,598

5,000

638,025
(275,146)

367,879

|$ 392476




RMG PARTNERS CORPORATION

Statement of Income
For the year ended December 31, 2006

REVENUES:

Consulting fees (Note 1)
Loss on investment
Interest and dividends
Other income

Total income

EXPENSES:

Employee compensation and benefits
Legal and professional fees
Occupancy

Travel and entertainment
Communications

Other

Total expenses
Loss before income taxes

Provision for income taxes

Net loss

The accompanying notes are an integral part of these financial statlemenls

$ 723,087
(111,302)
6,763
12,000
T 630,548

$ 304,868
173,715
60,000
85,420
29.716
78,814

T 732,533

(101,985)

(800)

$ (102,785)




RMG PARTNERS CORPORATION

|
|

Statement of Changes in Stockholders’ Equity
For the year ended December 31, 2006 |

Additicnal | Total
Common: Paid-In Retained Stockholders'
Stock Capital Deficit’ | Equity
I )
Beginning balance January 1, 2006 $5,000 $638,025 ($172,361) $470,664
Net loss (102,785) (102,785)
Ending balance December 31, 2006 $5,000 $638,025 ($275,146) $367.879

The accompanying notes are an integral part of these financial statements.




RMG PARTNERS CORPORATION

Statement of Cash Flows
For the year ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustment to reconcile net loss to net cash

~ used in operating activities:

(Increase) decrease in:

Investments
Other assets

Increase (decrease) in:
Accounts payable

Total adjustments
Net cash used in operating actitivies
Decrease in cash
Cash at beginning of year
Cash at end of year
Cash paid for:

Interest
[ncome taxes

The accompanying notes are an integrai part of these financial s}atcmcnls.

$ (102,785)

(117,646)
(3.353)

7,469

(113,530)

(216,315)
(216,315)

253,450

$ 37,135

$800



I
Notes to Financial Statements

|
|
l.
RMG PARTNERS CORPORATION | |
:.
December 31, 2006 :

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and General Matters: :

The Company is a Delaware corporation organized in March 30, 2001 and commenced
operations as a licensed broker-dealer October 5, 2001. The Company is a broker-dealér
registered with the Securities and Exchange Commission (SEC) and is a member of the
National Association of Security Dealers (NASD). :

The firm provides analytical tools on securltles and derivatives to institutional money
managers and securities’ dealers. The firm is then compensated up(;n the execution of its
proposed strategy and hence the requirement for a broker- dealer licknse. The firm is also
approved for private placements, under which, the firm would raise institutional monies
for hedge funds.

The firm operates on a limited disclosed basis with no clearing firm requirements.

In Qctober 2006, the firm reduced fts net capital requirement to $5,000.

Use of Estimates: . [
The preparation of financial statement in conformity with genleral]y accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordmgly, actual results'could differ from those
estimates. I
|
Comprehensive Income: ; '
The Company adopted SFAS No. 130, “Reporting Comprehenswe income,” which
requires that an enterprise report, by major components and as a SU}gle total, the changes
in equity. There were no other comprehenswe income items for the year ended December
31, 2006. '

Revenue Recognition

Fees from consultancy and investment advisor services are recognized as revenue upon
billing of services rendered. '




RMG PARTNERS CORPORATION

[
Notes to Financial Statements I
December 31, 2006 :

i

|

{Continued)

!

Property and Equipment |

Property and equipment are recorded at cost and are capitalized and depreciated over the
lives dictated by the MACRS methods of depreciation under the Intemal Revenue Code
(the Code). Additional first year depreciation is taken up to lhe Sectlon 179 limit
provnded for in the Code. All the property and equipment is tully d?premated because,
since inception, the Company has not purchased property and equ1pment in any calendar
year in excess of the Section 179 limits. The resulting difference between double
declining balance method was not matenial.

Risk Concentrations ' !

The Company is engaged in various brokerage activities in Wthh counter parties
primarily include broker-dealers, banks, and other financial mstltutlons [n the event
counter parties do not fulfill their obligations, the Company may be exposed to risk. The
risk of default depends on the creditworthiness of the counter partyjor issuer of the
instrument. It is the Company’s policy to review, as necessary, the credit standing of each
counter party.

Cash and Cash Equivalent - i :

For purposes of the statement of cash flows, the Company con51derts all highly liquid
investments purchased with original maturity of three months or less to be cash ,
equivalents. ‘
-

Note 2: LEASE COMMITMENTS | .

The Company rents its office space under a sublease agreement onla month to month basis |
for $5,000.

|
!
!
|
|
|
|
|




RMG PARTNERS CORPORATION

Notes to Financial Statements
December 31, 2006

Note 3: NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commlssmn Uniform Net
Capital Rule (SEC) Rule 15¢3-1, which requires the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1. At December 31, 2006, the
Company had net capital of $179,456 of which $174,456 was in exrlsess of its required
minimum net capital. The Company’s aggregate indebtedness ($24 598) to net capital
was 0.14 at December 31, 2006, which is less than the 15:1 llrlmt




RMG PARTNERS CORPORATION

Statement of Net Capital
Schedule 1
December 31, 2006

Focus 12/2006 Audit 1272006  Change
I
Stockholders' equity. December 31, 2006 $367.932 ‘ $367.879 $53
i
|
Subtract - Non allowable assets: |
Investment 120,000 i 1 143506 5.494
Other assets 12,695 | 12I;695 0
Tentative net capital 235237 | 240,678 (5.441)
Haircuts: 61,385 ' 61!,222
MET CAPITAL 173,852 I : 179,456 (5,604)
Minimum net capital (5,000} (5,000)
Eixcess net capital 168,852 I 174,456 (5,604)
Aggregate indebtedness 46,333 24,598 21,735
Ratio of aggregate indebtedness to net capital » 0.27% 0.14%

The differences were caused by year end adjustments between
the audit and focus filed for December 31, 2006.

The accompanying notes are an integral part of these financial slalicments.

! .
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|
|
|
|
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RMG PARTNERS CORPORATION

Schedule 11
Determination of Reserve Requirements

l
l
|
December 31, 2006 I
|
Under Rule 15¢3-3 of the Securities and Exchange Con!njnission

The Company is exempt from the Reserve Requirement of clomputation
according to the provision of Rule 15¢3-3(k)(2)(1)-

| |

I

Schedule 111 ‘

Information Relating to Possession or Control;
Requirerments Under Rule 15¢3-3 |

The Company is exempt from the Rule 15¢3-3 as it relates to Poss§ssion and Control
requirements under the (K)(2)(i) exemptive provision.

l.
|
|
l
1
J
|
|
i
’
|
|
|

The accompanying noles are an integrat part of these tinancial ?tatemcnts.




BRIAN W. ANSON

Certified Public Accountant

18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 - Tel. (818)401-8800 - Fax (818) 401-38138

INDEPENDENT AUDITOR’S REPORT ON
INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17A-5

|
|
Board of Directors I ,
RMG Partners Corporation |
(a Delaware corporation) ,
Greenbrae, California %

In planning and performing my audit of the financial statements of Rl\l/IG Parmers Corporation
for the year endéd December 31, 2006, I considered its internal control structure, including
control activities for safeguardmg, securities, in order to determine my' audltjmg procedures for
the purpose of expressing my opinion on the financial statements and not to provide assurance on
the internal contro! structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, [ have made
a study of the practices and procedures including tests of such practices and procedures followed
by RMG Partners Corporation including test of compliance with suchl practlces and procedures
that 1 considered relevant to objectives stated in Rule 17a-5(g), (1) in makmg the periodic
computations of aggregate indebtedness (or aggregate debits) and net capltalll under Rule 17a- .
3(a)(11) and for determining compliance with the exemptive provmops of }'ule 15¢3-3. Because !
the Company does not carry securities accounts for customers or perform custodial functions '
relating to customer securities, I did not review the practices and procledure:s followed by the
Company in any of the following: (i) in making the quarterly securities examinations, counts,
verifications and comparisons, (ii) recordation of differences requu'ed by Rule 17a-13, or (iit) in
complying with the requirements for prompt payment for securities of Section 8 of Regulation T

of the Board of Governors of the Federal Reserve System.

The management of the Company is responsible for establlshmg and mamtammg an internal
control and the practices and procedures referred to in the preceding paragraph In fulfilling this
rcsponsnblhty, estimates and judgments by management are required to ass{ass the expected
benefits and related costs of internal control structure policies and procedures and of the
practices and procedures referred to in the proceeding paragraph and to assess whether those
practices and procedures can be expected to achieve the Commission's above mentioned
objectives. Two of the objectives of internal control and the practlces|and p'rocedures are to
provide management with reasonable, but not absolute, assurance that assets for which the
Company has responsibility are safeguarded against loss from unauthonzed use or disposition
and that transactions are executed in accordance with management’s authorlzatlon and recorded
properly to permit preparation of financial statements in conformity with génerally accepted
accounting principles. Rule 17-5(g) lists additional objectives of the practlces and procedures
listed in the preceding paragraph.

i ;
. ;
; :
}

. .




RMG Partners Corporation

{
|
|
Board of Directors ' l
|
|
Page Two i

Because of inherent limitations in internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them
to future periods is subject to the risk they may become inadequate belcause‘ of changes in
conditions or that the effectiveness of their desrgn and operation may deteriorate.

My consideration of the internal control structure would not necessarily disclose all matters in
the internal control that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness 1sI a condition in which
the design or operation of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be matenal in relatron to the financial
statements being audited may occur and not be detected within a tlmely perlod by employees in
the normal course of performing their assigned functions. However, [lnoted no matters involving
the internal control structure, including control activities for safeguardmg securities, which
consider to be material weaknesses as defined above. }

In addition, my consideration of the internal control structure indicated that the Company was in
compliance with the conditions of the exemption under Paragraph (k)| (2) (1) of Rule 15¢3-3, and
no facts came to my attention indicating that such conditions had not been complied with during
the period. The scope of my engagement did not include the Anti Money liaundering provision

of the U.S. Patriot Act. : 3

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
in accordance with the Securities Exchange Act of 1934 and related regulatrons and that
practices and procedures that do not accomplish such objectives in all materral respects indicate a
material inadequacy for such purposes. Based on this understanding and on my study, I belicve
that the Company's practices and procedures were adequate at December 3i1, 2006 to meet the
Commission's objectives.

" This report is intended solely for the information and use of the boarql of drrectors the Securities
and Exchange Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intended to be and should not be used by anyone other than these speicrﬁed parties.
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Brian W. Anson ’
Certified Public Accountant

Tarzana, California |

February 19, 2007 |
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