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To the Stockholders
Riverbank Capital Securities, Inc.

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying statement of financial condition of Riverbank Capital Securities, Inc.
as of December 31, 2006 and the related statements of operations, changes in stockholders’ equity and
cash flows for the year then ended that you are filing pursuant to Rule 17a-5 of the Securities Exchange
Act of 1934. These financial statements are the responsibility of the Company's management. Our
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 consideration
of internal control over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal controt over financial reporting. Accordingly, we express no such opinion. 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 overal! 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 Riverbank Capital Securities, Inc. as of December 31, 2008, 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 information contained on page 8 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
of 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 statements taken as a whole.

\

\-—\ ouaA = Co-m(bwa. LiS
1

February 23, 2007

New York, New York

A MEMBER OF MOORE S5TEPHENS INTERNATIONAL LIMITED AS: MOORE STEPHENS HAYS LLP

MOOGRE STEPHENS INTERNATIONAL LIMITED IS A GROUP OF INDEPENDENT FIRMS WITH
OFFICES IN PRINCIPAL CITIES WITHIN NORTH AMERICA AND THROUGHOUT THE WORLD 1




RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

ASSETS
Cash and cash equivalents 3 134,668
Warrants - at fair value 286,200
Property and equipment, net of accumlated
depreciation of $12,351 28,092
Other assets 17,157
$ 466117
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accrued expenses $ 28,238
Deferred income taxes 24,500
Due to affiliate 14,010
Total liabilities 66,748
Commitments and contingencies (Notes 2 and 3)
Stockholders’ equity
Common stock, $.001 par value; 100 shares
authorized, 60 issued and outstanding -
Additional paid-in capital 60,000
Retained earnings 339,369
Total stockholders' equity 399,369
$ 466,117

The accompanying notes are an integral
part of these financial statements. 2




RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2006

Revenue
Placement fee income
Interest
Unrealized appreciation on warrants

Expenses

Salaries and benefits
Professional fees

Rent and occupancy
Regulatory fees

Office expenses

Other operating expenses

Income before provision for income taxes

Provision for income taxes

Net income

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

443,970
14,034

157,489

615,493

350,002
94,227
64,757
20,069
13,884

9177

562,116

63,377

30,892

32,485




RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2006

Common Stock

Additional
Number of paid-n  Retained Stockholders'
shares  Amount capital _earnings equity
Balance at December 31, 2005 60 & - $ 60,000 $306,884 § 366,884
Net income, year ended December 31, 2006 - - - 32,485 32,485
Balance at December 31, 2006 60 § - $ 60,000 $339,369 $ 399,369

The accompanying notes are an integral

part of these financial statements. 4




RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2006

INCREASE (DECREASE) IN CASH

Cash flows from operating activities
Net income $ 32,485
Adjustments to reconcile net income to
net cash used in operating activities

Depreciation 13,280
Unrealized appreciation on warrants (157,489)
Deferred income taxes 24,500
Loss on sale of equipment 3,027

Changes in operating assets and liabilities

Other assets (8,488)
Accrued expenses (30,759)
Due to affiliate {155,188)
Net cash used in operating activities (278,632)
Cash flows from investing activities
Purchase of property and equipment (27,644)
Proceeds from sale of equipment 10,220
Net cash used in investing activities (17,424
Net decrease in cash (296,056)
Cash, beginning of the year 430,724
Cash, end of the year $ 134,668

Supplemental disclosure of cash flow information

Income taxes paid $ 39,080

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




RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

Significant accounting policies
The Company

Riverbank Capital Securities, Inc. {the “Company”) was incorporated under the laws of the State
of Delaware on October 5, 2004 and is registered as a broker-dealer with the Securities and
Exchange Commission (the “SEC") and is a member of the National Association of Securities
Dealers, Inc. The Company carries no customer funds or securities and therefore is exempt from
Rule 15¢3-3 of the Securities and Exchange Commission.

The Company is engaged as an agent in the private placement of securities and provides
advisory services in connection with merger and acquisition transactions.

Use of estimates

The preparation of 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 disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amount of
revenue and expenses during the reporting period. Accordingly, actual results could differ from
those estimates.

Concentration of credit risk

The Company maintains cash in bank deposit accounts which, at times, exceed federally insured
limits. The Company has not experienced any losses on these accounts and believes it is not
exposed to any significant risk on cash.

Cash and cash squivalents

The Company considers all highly liquid financial instruments with a maturity of three months or
less when purchased to be cash equivalents.

Property and equipment

Property and equipment are stated at cost. Maintenance and repairs are charged to expense as
incurred. Additions, improvements and replacements are capitalized. Depreciation of property
and equipment is provided for by the straight-line method over the estimated useful lives of the
related assets.

Revenue recognition

Private placement fees are recorded at the time the revenue is earned and no longer subject to
negotiation or refund.

During 2005 and 2006, the Company received warrants in connection with private placements of
securities. The value of the warrants has been estimated by management in the absence of a
readily ascertainable market value. Because of the inherent uncertainty of valuation, the
estimated value may differ significantly from the value that would have been used had a ready
market for the warrants existed, and the difference could be material.




RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

Significant accounting policies (continued)
Income taxes

The Company has elected to be treated as a Subchapter S Corporation for Federal and New
York State income tax purposes. As such, no provision is made for Federal and State income
taxes since such liabilities are the responsibility of the individual stockholders. A provision is
made for local New York City Corporation Tax.

Deferred New York City income taxes are recorded to reflect the tax consequences on future
years for differences between the tax bases of assets and liabilities and their financial reporting
amounts at each year-end. These taxes are calculated based on the tax rates, which will be in
effect when these temporary differences are expected to reverse and based on the tax laws as
liability for deferred taxes. A valuation allowance is required against deferred tax assets if, based
on the weight of available evidence, it is more likely than not that some or all of the deferred tax
assets may not be realized.

The income tax returns of the Company are subject to examination by federal, state and city
taxing authorities. Such examinations could result in adjustments to net income, which changes
could affect the income tax liability of the individual stockholders.

Related party transactions

The Company entered into an Office Services Agreement with an affiliate in which the affiliate
provides payroil, office and administrative services to the Company. The Company reimburses
the affiliate for its share of such expenses. For the year ended December 31, 20086, reimbursable
expenses amounted to $407,939, of which $14,010 is unpaid at December 31, 2006.

The financial condition and result of operations of the Company, as reported, are not necessarily
indicative of the results that would have been reported had the Company operated completely
independently.

Net capital requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 of
the SEC, which requires the maintenance of minimum net capital, as defined, of 6-2/3% of
aggregate indebtedness, as defined, or $5,000, whichever is greater. Net capital and aggregate
indebtedness change from day to day, but as of December 31, 2006, the Company had net
capital of $89,940, which exceeded the requirement by $84,659.




RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2006

.4 - Income taxes

Provision for income taxes for the year ended December 31, 2006 consists of the following:

New York City - current $ 6,392
New York City - deferred 24,500
S 30892

Temporary differences that give rise to deferred tax assets and liabilities consist of (i} unrealized
gains and losses on warrants, (i) accelerated depreciation, and (iii) organizational costs
capitalized for income tax purposes.




RIVERBANK CAPITAL SECURITIES, INC.
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL REQUIRED BY
RULE 15¢3-1 OF THE SECURITIES EXCHANGE COMMISSION

DECEMBER 31, 2006

Stockholders' equity $ 399,369
Deferred income tax liability 24,500
423,869

Less non allowable assets:
Warrants - at fair value {286,200)
Property and equipment, net (28,092)
Cther assets (17,157
Total net capital before haircuts 92,420

Less haircuts on securities

Money market funds (2,480
Net capital 3 89,940
Minimum net capital requirement (the greater

of 6-2/3% of aggregate indebtedness or $5,000) $ 5,000
Excess net capital 5 84,940

Excess net capital at 1,000%
{net capital less 10% of aggregate indebtedness) $ 85,715

AGGREGATE INDEBTEDNESS

Total aggregate indebtedness $ 42,248
Ratio of aggregate indebtedness to net capital 47:1

There were no material differences between the above calculation of net capital and the net capital
as reported in the Company's part llA of the FOCUS report From X-17A-5.

The Company claims an exemption to the provisions of Rule 15¢3-3 of the Securities and Exchange
Commission under paragraph {k)(2)(i} of the Rule.

All other disclosures required under Rule 17a-5 of the Securities and Exchange Commission are not
applicable to the Company.
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To the Stockholders
Riverbank Capital Securities, Inc.

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL REQUIRED BY
RULE 17a-56 OF THE SECURITIES AND EXCHANGE COMMISSION FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM RULE 15¢3-3

In planning and performing our audit of the financial statements and supplemental schedules of
Riverbank Capital Securities, Inc. (the “Company”), as of and for the year ended December 31, 2008, in
accordance with auditing standards generally accepted in the United States of America, we considered
the Company's internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal control. Accordingly, we do not
express an opinion on the effectiveness of the Company's internal control.

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 consideration of control
activities for safeguarding securities. This study included 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 following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and 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 Beard of Governors of the Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments 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 expected to achieve the SEC's above-mentioned objectives. 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
safeguarded 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 conformity with generally accepted accounting principles. Rule 17a-5(g)} lists additional
objectives of the practices and procedures listed in the preceding paragraph.

10
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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.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the entity's financial statements that is more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote liketthood that a material misstatement of the financial statements will not bhe
prevented or detected by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internat control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities that we consider to be material weaknesses, as defined above.

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 Board of Directors, management, the
SEC, 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 is not intended to be and should not be used by
anyone other than these specified parties.

Hou & Cornpans 15
l

February 23, 2007

New York, New York

END
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