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OATH OR AFFIRMATION
l William E. Schloth

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

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Southridge investment Group. LLC as

Ll

of December 31 .20 06 , arc true and correct, | further swcar (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprictary intercst in any account

classified solely as that of a customer, except as follows:

P Jod.

Title
E ) E ; “\ W ERIKA M. MAGNUSSEN
- t Notary Public
Notary Publ? My Commission Expires 06/30/2010

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

1l (a) Facing Page.

G| {b) Statemcnt of Financial Condition.

[ (c) Statement of Income (Loss).

I (dy Statement of Changes in Financial Condition.

[A (c) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprictors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.

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

%]

O

¥l

a

%]

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

(i) A Reconciliation, inciuding 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 Qath or Affirmation.

(m) A copy of the SIPC Supplementai Report.

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5¢(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Member of
Southridge Investment Group, LLC
Ridgefield, Connecticut

We have audited the accompanying statement of financial condition of Southridge
Investment Group, LLC as of December 31, 2006, and the related statements of income,
changes in member’'s capital and cash flows for the year then ended, that you are filing
pursuant to rule 17a-5 under the Securities and Exchange Act of 1934. These financial -
statements are the responsibility of the Company's management. Qur responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Southridge Investment Group, LLC as of December 31,
2006, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental schedule included with this report is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 under the Securities
Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial stajéphents taken whole.

Revholds & Rowella, LLP
Ridgefield, Connecticut
February 18, 2007

i

9 Grove Street 87 Old Ridgefield Road 31 Locust Avenue
Ridgeficld, CT (06877 Wilton, CT 06897 New Canaan, CT 06840
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SOUTHRIDGE INVESTMENT GROUP, LLC

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS
Cash
Accounts receivable
Due from related parties
Receivable from broker
Frepaid expense
Furniture and equipment, net

TOTAL ASSETS

LIABILITIES AND MEMBER'S CAPITAL

LIABILITIES
Accounts payable and accrued expenses

TOTAL LIABILITIES
MEMBER'S CAPITAL

TOTAL LIABILITIES AND MEMBER'S CAPITAL

See notes to financial statements.
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EXHIBIT A

59,580
8,840
147,636
102,721
19,418

4,582

342,777

90,868

90,868

: 251,909

342,777




EXHIBIT B
® SOUTHRIDGE INVESTMENT GROUP, LLC
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2006
REVENUES
d Placement fees $ 177,035
Commissions 1,236,638
Miscellaneous income 75,806
TOTAL REVENUES 1,489,379
L
EXPENSES
Commissions and consulting fees 936,730
Compensation and related benefits 32,086
Licensing, regulatory fees 281,302
® Professional fees 67,883
Occupancy 35,992
Telephone Co 10,807
Other operating expenses 45,048
® TOTAL EXPENSES 1,409,848
OPERATING INCOME 79,531
Interest income 15,457
* NET INCOME $ 94,988
.‘
@
@

See notes to financial statements.
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EXHIBIT C
® .
SOUTHRIDGE INVESTMENT GROUP, LLC
STATEMENT OF CHANGES IN MEMBER'S CAPITAL
FOR THE YEAR ENDED DECEMBER 31, 2006
@
Balance - beginning of period $ 256,621
Distributions to member (99,700)
® Net income 94 988
Balance - end of period $ 251,909
®
o
o
¢
®
g See notes to financial statements.
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EXHIBIT D
SOUTHRIDGE INVESTMENT GROUP. LLC
@ STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006
CASH FLOWS FROM OPERATING ACTIVITIES:
@ Net income $ 94,988
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation 9,501
@ Changes in assets and liabilities :
(Increase) decrease in:
Accounts receivable 525
Receivable from broker (1,252)
Prepaid expense (3,168)
® Increase (decrease) in:
Due to broker (2,466)
Accounts payable and accrued expenses 42,082
NET CASH FLOWS PROVIDED BY OPERATING ACTIVITIES 140,210
bt CASH FLOWS FROM INVESTING ACTIVITIES:
Advances to related party (70,546)
Capital expenditures (3,021)
NET CASH FLOWS USED IN INVESTING ACTIVITIES . (73,567)
@
CASH FLOWS FROM FINANCING ACTIVITIES:
Distributions to member (99,700)
® NET DECREASE IN CASH (33,057)
CASH AT BEGINNING OF PERIOD 92,637
CASH AT END OF PERIOD $ 59,580
o
®

See notes to financial statements.
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EXHIBIT E
- SOUTHRIDGE INVESTMENT GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 1 — NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES '

Nature of Business

Southridge Investment Group, LLC (the “Company”) has implemented a growth strategy to
become a full service investment banking and brokerage firm. The Company currently
focuses on the sponsorship and advisory needed of emerging, small and medium sized
growth companies, as well as providing services to the hedge fund industry. The Company
plans to build upon these areas of expertise and pursue further business opportunities in
investment banking, research, merchant banking, and securities brokerage. The Company is
registered with the United States Securities and Exchange Commission (“SEC”), is a
member of the National Association of Securities Dealers, Inc. (*“NASD") and the Securities
Investor Protection Corporation (“SPIC"). The Company is approved by the NASD to operate
as a broker-dealer in all 50 states of the United States as well as Puerto Rico. During 2008,
the Company changed its name from Greenfield Capital Partners, LLC to Southrldge
Investment Group, LLC.

Use of Estimates

The preparation of the financial statements in conformity with accounting principles generally
accepted in the United States of America 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 these estimates.

Property and Equipment, Net

Property and equipment is stated at cost and includes expenditures for major items.
Maintenance, repairs and minor replacements are expensed. Depreciation is calculated
under the straight-line method based on expected useful lives of 5 years.

Income Taxes

The Company is organized as a Limited Liability Company. As a flow-through entity, federal
and state income taxes are the responsibility of the member. Therefore, the Company does
not record a provision for income taxes as the member reports the Company's income or
loss on their income tax returns.

Revenue Recognition

The Company records revenues from completed transactions as of the closing date or the
trade date for security transactions.

vi
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EXHIBIT E
SOUTHRIDGE INVESTMENT GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 1 = NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash equivalents as
highly liquid investments, with original maturities of less than three months, that are not heid
for sale in the ordinary course of business.

Concentration of Credit Risk

The Company maintains its cash balances in accounts which, at times, may exceed federally
insured limits. The Company has not experienced any losses in such accounts and believes
there is little or no exposure to any significant and believes there is little or no exposure to
any significant credit risk.

NOTE 2 — FURNITURE AND EQUIPMENT, NET

Property and equipment consist of the following at December 31, 2006:

Computer equipment $16,263
Furniture 2,467

18,730
Accumulated depreciation (14.148)
F’roperiy and equipment, net $ 4582

NOTE 3 — COMMITMENTS AND CONTINGENCIES

The Company rents office space from a company that is affiliated through common
ownership and management on a month to month basis.

Rent expense charged to operations for the year ended December 31, 2006 was $35,992.
NOTE 4 — 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.

At December 31, 2006, the Company had net capital of $71,433, which exceeded the
minimum requirement of $6,057 by $65,376.

vii
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EXHIBIT E
SOUTHRIDGE INVESTMENT GROUP, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 5 — RULE 15¢3-3 EXEMPTION

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph (k)(2)(ii) in that
the Company carries no margin accounts; promptly transmits all customer funds and delivers
all securities received; does not otherwise hold funds or securities for, or owe money or
securities to customers and effectuates all financial transactions on behalf of customers on a
fully disclosed basis.

NOTE 6 — RELATED PARTIES

The Company is 100% owned by Sunodia Partners, L.P.

The Company is affiliated through common ownership and management with Southridge
Management LLC, an SEC registered investment advisor ("Southridge”). At December 31,
2006, the Company is owed $70,546 from Southridge.

The Company has also advanced money to Monarch Partners, LLC of which it owns 50%.
At December 31, 2006 the Company is owed $77,674 from the related party.

NOTE 7 — OPERATING AGREEMENT

The Company's operating agreement places certain restrictions on the transfer of ownership
interest in the Company. Other items, including allocation of profits and losses, are included
therein.

NOTE 8 - INVESTMENTS

As part of compensation for services provided, the Company has received preferred stock.
The preferred stock is convertible into common stock of a publicly traded Company, subject
to significant restrictions on resale and/or transfer. In light of these restrictions and the
limited liquidity of the public stock, the Company has not reflected the value on its financial
statements. The value of the shares as of December 31, 2006 based upon the closing bid
price was $1,000,020.

The Company is also due money from an investment banking client in the amount of
$26,965. As the amount is over six months overdue, the Company has reserved 100% of
this balance.

viii
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SOUTHRIDGE INVESTMENT GROUP, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2006

TOTAL OWNERSHIP EQUITY QUALIFIED FOR NET CAPITAL
Deductions and/or chargés for non-allowable assets:
Equipment

Receivables
Other assets

NET CAPITAL

Minimum net capital required ($5,000 or 6-2/3% of aggregated indebledness)

Excess net capital

STATEMENT PURSUANT TO PARAGRAPH (d)(4) OF RULE 17a-5

SCHEDULE 1

$ 251,909

4,582
8,840
167,054

180,476

71,433

6,057

$ 65376

There are no material differences between the computation of net capital presented above and
the computation of net capital reported in the Company's unaudited Form X-17a-5, Part II-A filing

as of December 31, 2006.
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SCHEDULE 2

SOUTHRIDGE INVESTMENT GROUP, LLC
COMPUTATION OF AGGREGATE INDEBTEDNESS
AS OF DECEMBER 31, 2006

AGGREGATE INDEBTEDNESS
ltems included in statement of financial condition:

Accounts payable and accrued expenses $ 90,868
Total aggregate indebtedness $ 90,868
Excess net capital at 1,000 percent 3 62,347
Ratio: Aggregate indebtedness to net capital 1.27 to 1

Regnolds LLP

Rowella




SOUTHRIDGE INVESTMENT GROUP, LLC

INDEPENDENT AUDITOR'S REPORT ON
INTERNAL CONTROL
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ACCOUNTANT'S SUPPLEMENTARY REPORT
ON INTERNAL CONTROL
@ To the Member of
Southridge Investment Group, LLC
Ridgefield, Connecticut
In planhing and performing our audit of the financial statements and supplemental schedules
P of Southridge Investment Group, LLC (the Company), for the year ended December 31,

2006, we considered its internal control, including procedures for safeguarding securities, in
order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
® have made a study of the practices and procedures followed by the Company including tests

of such practices and procedures that we considered relevant to the objectives stated in rule

17a-5(g) in making the periodic computations of aggregate indebtedness (or aggregate

debits) and net capital under rule 17a-3(a)(11) and for determining compliance with the

exemptive provisions of rule 15¢3-3. Because the Company does not carry securities

accounts for customers or perform custodial functions relating to customer securities, we did
® not review the practices and procedures followed by the Company in any of the foliowing:

1. Making quarterly securities examinations, counts, verifications, and comparisons
recordation of differences required by rule 17a-13.

2. Complying with the requirements for prompt payment for securities under Section 8 of

¢ Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.
3. Obtaining and maintaining physical possession or control of all fully paid and excess
margin securities as required by Rule 15¢3-3.
¢ Management of the Company is responsible for establishing and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. In fulfiling this
responsibility, estimates and judgements by management are required to assess the
expected benefits and related costs of controls and of the practices and procedures referred
to in the preceding paragraph and to assess whether those practices and procedures can be
o . expected to achieve the SEC’s above-mentioned objectives.
. Xi
90 Grove Street 87 Old Ridgefield Road 31 Locust Avenuc
Ridgelicld. CT 06877 Wilton. CT 06897 New Canaan. CT 06840
{203} 438-0161 {203) 762-2419 (203) 972-5191

® Fax: (203) 431-3570 e-mail info@reynoldsrowella.com website: www.reynoldsrowella.com




Two of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute, assurance that assets for which the
Company has responsibility are safequarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in
accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

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

QOur consideration of internal control would not necessarily disclose all matters in internal
control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of of one or more of the internal contro! components does not reduce to a
relatively low level the risk that error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. However, our
study and evaluation disclosed that a lack of segregation of functions exists. Although this
condition may be considered to be a material weakness in internal control, it is a common
condition in entities of this size. This condition was considered in determining the nature,
timing and extent of the procedures to be performed in cur audit of the financial statements
of Southridge Investment Group, LLC for the year ended December 31, 2006 and this report
does not affect our report thereon dated February 10, 2007. In addition, no facts came to our
attention which would indicate the Company was not in compliance with its type k(1) and
k(2)(ii} exemptions from the requirements of SEC Rule 15¢3-3. However, it should be noted
that our examination was not directed primarily toward obtaining knowledge of such
noncompliance. '

We understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the SEC to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations,
and that practices and procedures that do not accomplish such objectives in all material
respects indicate a material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company’s practices and procedures were adequate at
December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the Member, management, the
Securities and Exchange Commission, the National Association of Securities Dealers, Inc.,
and other regulatory agencies that rely on rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and should not be used for any

other purposes.

Reynolds & Rowella, LLP
Ridgefield, Connecticut
February 18, 2007
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