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| A. REGISTRANT IDENTIFICATION
|
NAME OF BROKER-DEALER: OFFICIAL USE ONLY
Glen Rauch Securities, Inc.
FIRM (D, NO,
ADDRESS OF PFHI\fCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
44 Wall Street, 20" Floor
l {No. and Straat)
New< York NY 10005
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT»’

Glen Raucl} 212-363- 976
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B. ACCOUNTANT IDENTIFICATION Q?\a' . 1 ;§

|
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* }g% 0‘4\ \»
E
rnst & Yon.lmg LLP “} \&\G
| {MName - of individual, state last, first, middle name) ? i
5 Times Square New York NY \ 10036
(Addrass) i {City) (State} / A {Zip Code)

CHECK ONE:
X Certified 'Public Accountant
O Public Accountant .
O Accountant not resident in United States or any of its possessions.
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances refied on as the basis for the exemption. See saction 240.17a-5(e)(Z2).
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OATH OR AFFIRMATION
|

Glen Rauch |

, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial

statements and supporting schedules pertaining to the firm of Glen Rauch Securities, Inc., as of December 31, 2008,

are true and corrt?cl. | further swear (or affirm) that neither the company nor any partner, proprietor, principal officer

or director has any proprietary interest in any account classified soley as that of a customer.
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| ' ignature
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|

Chief Executive Officer

{a)
(b)
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{d)
(&)
{f)
{9)
{h)
{1
i}
(k)
0]
(m)
{n)

(0)
P

(@)

Notary Piiblic ’ ELEANOR GOUDREAU
Notary Public, State of New York
‘ No. 01604825619
Qualifled in New York County
Commisslon Expiras April 30, 200
Facing page:
Staternent ofJ Financial Candition.
Statement of Operations
Statement of, Changes in Financial Condition.
Statement ofiChanges in Member's Equity
Statement of Changes in Liabilities Subordinated to Claims or Creditors.
Computationiof Net Capital.
Computation‘for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
Information Relating to the Possession or control Requirements Under Rule 15¢3-3.
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 or Rule 15¢3-3.
A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
An Qath or Affirmation.
A copy of the SIPC Supplemental Report.
A repont desdribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
Schedule of $egregation Requirements and Funds in Segregation for Customers Trading on U.S. Commodity Exchanges.
Statement of Secured Amount and Funds Held in Separate Accounts for Foreign Futures and Options Customers Pursuant
to Commission Regulation 30.7. '
Independent ﬁegistered Public Accounting Firm Supplementary Report on Internal Centro! as required by SEC Rule 17a-5.

**For conditions of cor#ﬁdenﬁa! treatrment of certain portions of this filing, see section 240.17a-5(e){3).




S’I‘A’I‘EMEI;\IT OF FINANCIAL CONDITION

Glen Rauch lSecuritit:s, Inc.
(A wholly m;vned subsidiary of Valley National Bank)

December 3 lI 2006
with Report of Independent Registered Public Accounting Firm
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Glen Rauch Securities, Inc.
(A wholly-owned subsidiary of Valley National Bank)

Statement of Financial Condition

December 31, 2006
Contents
Report of Independent Registered Public ACCOUNtNG FirM ....cucveciimniicniirsce s,
Statement of FInancial CONAION ......ccccvereeerrcesrenmemnisssserssssssssssssssssssensassss s s sssssssnssisssss
Notes t0 FINancial StALEIMENES........coverereererrerrrsstisesnsmsiassasasssissssssstsssssrssmsasassssnsasasasasssasenss s
]




i
=l ERNS T& YOUNG * Ernst & Young Lt = Phone: (212) 773-3000

5 Times Square www.ey.com
New York, New Yark 10036-6530

Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholder of ,
Glen Rauch Securities, Inc. !

We have audited the accompanying statement of financial condition of Glen Rauch Securities,

Inc. (the “Company”) as of December 31, 2006. This statement of financial condition is the
resporlmbmty of the Company’s management. Our responsibility is to express an opinion on l
this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
Umted States. Those standards require that we plan and perform the audit to obtain reasonable
assura‘nce about whether the statement of financial condition is free of material misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial :
reporting. Our audit included 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 intemal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes
examining, on a test basis, evidence supporting the amounts and disclosures in the statement
of financial condition, assessing the accounting principles used and significant estimates made ,
by management, and evaluating the overall presentation of the statement of financial
condition. 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
mﬁteﬁgl respects, the financial position of Glen Rauch Securities, Inc. at December 31, 2006,
in conformity with U.S. generally accepted accounting principles.

| St ¥ MLLP ;

February 27, 2007 ' ;

A Member Practice of Ernst & Young Clobal




Glen Rauch Securities, Inc.

Statement of Financial Condition

December 31, 2006

|
Assets
Cash'and cash equivalents-
Securities owned, at market value
Goodwill
Other| intangible asset (net of accumulated amortization of $470,023)
Premises and equipment (net of accumulated depreciation of $293,840)
Other assets
T_otal!assets

Liabilities and stockholder’s equity
Liabi}iﬁes:
Payable to clearing broker, net
Accounts payable, accrued expenses, and other liabilities

Stockholder’s equity:
Corlnmon stock (100 shares authorized, issued and
outstanding; $1 par value)
Additional paid-in capital
Acr;:umulated deficit
|
Total(liabilities and stockholder’s equity

See accompanying notes.

(A wholly-owned subsidiary of Valley National Bank)

$ 192,255
4,647,100
2,410,009

132,479
53,434
115,080

$ 7,550,357

$ 3,209,108
256,309

3,465,417

100
4,212,592
(127,752)

4,084,940

$ 7,550,357




Glen Rauch Securities, Inc.
(A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition

December 31, 2006

1. Organization

Glen Rauch Securities, Inc. (the “Company™), a wholly-owned subsidiary of Valley National
Bank (the “Parent”), is a registered broker and dealer in securities under the Securities
Exchange Act of 1934 and a member of the National Association of Securities Dealers, Inc.
The Company is a full-service brokerage firm engaged primarily in the retail and institutional

brokerage business.

The Cpmpany clears its securities transactions on a fully disclosed basis through Bear Stearns
Clearing Corporation (the “clearing broker™).

2. Smlnmary of Significant Accounting Policies

The preparatlon of the statement of financial condition in confonmty with the accounting
pnnc1ples generally accepted in the United States of America requires management to make
esumates and assumptions that affect amounts reported in the statement of financial condition
and accompanymg notes. Management believes that the estimates utilized in preparing the
statement of financial condition are reasonable and prudent. Actual results could differ from

these é:stlmates.

Cashfand Cash Equivalents

|

The Company has defined cash and cash equivalents as highly liquid investments, with
ongmal maturities of less than ninety days, that are not held for sale in the ordinary course of

busmess

Securities Owned

Secuntles transactions are recorded on a trade date basis. Securities owned are stated at market
value Market value is generally based on listed market prices. If listed market prices are not
avallable fair value is determined based on other relevant factors, including broker or dealer

price quotations.

!
3
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Glen Rauch Securities, Inc.
(A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
P:remf'ses and Equipment

Premises and equipment are stated at cost less accumulated depreciation and are recorded on
the statement of financial condition. Furniture is the primary component of premises and
eqmprnent constituting $38,584, net of $110,747 of accumulated depreciation, of the fixed
asset balance on the statement of financial condition. Generally, these assets have useful lives
rangmg from one to ten years and are depreciated using the straight-line method over their
useful lives. Major leasehold improvements are capitalized and amortized over the life of the
lease or the life of the improvement, whichever is shorter, while repairs and maintenance costs
are chi':lrged to operations as incurred.

Goodyvill and Other intangible Asset
|

The Company reviews goodwill for impairment at least annually or more frequently as
cucumstanc&s indicate. Other intangible asset is a covenant not to compete that is amortized
ona straxght—lme basis over its estimated useful life of five years. The intangible asset will be
fully arnomzed in February 2008. Other intangible assets are subject to impairment testing if
events or circumstances indicate a possible inability to realize the carrying amount. No
1mpa1rment exists at December 31, 2006.

|
3. Paylable to Clearing Broker, net

Payable to clearing broker is the amount due to the clearing broker for collateralized ﬁnancmg
of propnetary positions. The Company’s principal source of short-term financing is provided
by the clearing broker. The Company can borrow on an uncommitted basis against its
propnetaxy inventory positions held with the clearing broker, subject to collateral maintenance
requlrements The interest rate for short-term financing ranged from 3.75 to 5.75% for the
year ended December 31, 2006. Receivables from clearing broker, which inciude deposits
with the clearing broker and interest and commissions receivable, are netted with payables to
clean'ng broker on the statement of financial condition.




Glen Rauch Securties, Inc.
' (A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition (continued)

3. Payable to Clearing Broker, net (continued)

At December 31, 2006, amounts receivable from and payable to the clearing broker consists of
the followmg

Receivable from Payable to Net payable to
clearing broker clearing broker  clearing broker

Deplosit with clearing broker $ 169,332 $ - $ 169,332
Due to clearing broker - (3,446,573) (3,446,573)
Con;1missions receivable 9,742 - 9,742
Interest receivable/payable 58,391 - 58,391

: $ 237,465 $(3,446,573) $(3,209,108)

The Company conducts business with brokers and dealers that are members of the major
SeCUI'IlthS exchanges. The Company monitors the credit standing of such brokers and dealers.

The Company conducts substantially all of its prmmpal trading activities through the clearing
broker which is based in the New York metropolitan area. At December 31, 2006, all
marketable principal security positions were in the possessxon or control of its correspondent
clearmg broker. Significant credit exposure may result in the event that the Company’s
correspondent clearing broker is unable to fulfill its contractual obligations.

4, Se;curities Owned, at market value

%
At December 31, 2006, securities owned at market value are comprised of state and municipal
obligations.

i

1 ) . . . .
All securities owned are pledged to the clearing broker on terms which permit the clearing
brokf;:r to sell or repledge the securities to others subject to certain limitations.




Glen Rauch Securities, Inc.
(A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition (continued)

5. Income Taxes

The Company is included in the consolidated federal income tax retumn filed by the Parent.
Federal income taxes are calculated as if the Company filed a separate federal income tax
retum.% The Company, generally, files separate state and local income tax returns but, where
applicable, is included in a combined state income tax return with the Parent and certain other
subsidiaries of the Parent. State and local taxes have been provided for in these financial
statements on separate entity income at the apportioned tax rate of the Parent.

The C?mpany’s income tax benefit is computed in accordance with a tax sharing agreement
betwe?n the Parent and the Company. The income tax benefit is different than that calculated
by applying the statutory federal income tax rate principally due to state and local income
taxes. :

Defen':ed income taxes reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for
incomfa tax purposes. For financial reporting purposes, deferred tax liabilities of $121,347,
relating to depreciation of fixed assets and amortization of goodwill and intangibles, are
includ;ed in other liabilities at December 31, 2006. Deferred tax assets of $20,271, relating to
net op‘erating loss camry-forwards, are included in other assets at December 31, 2006. The
Company believes they will be able to fully realize the deferred tax assets in future periods.
Thesc|net operating losses expire in 2026. Net tax receivables from the Parent totaling
$59,63‘1 are included in other assets at December 31, 2006.

I
6. En:lployee Benefits

The (]i?ompany’s employees participate in the Parent’s non-contributory defined benefit
pension plan. The Company records its allocated share of the Parent’s pension expense.

|
The P?rent has a 401(k) plan which covers substantially all of its full-time employees. The
plan includes employee contributions and matching contributions by the Company subject to
certain limitations. In addition, the Company may contribute additional amounts to the plan at
its diséretion, based on its profits for the year.




Glen Rauch Securities, Inc.
(A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition (continued)

7. Net Capital Requirements
j

The Company is subject to the Securities and Exchange Commission (the “SEC”) Uniform
Net Capltal Rule (Rule 15¢3-1). The Company computes its net capital requirements in
accordance with the aggregate indebtedness method of this rule, which requires that the
Company maintain minimum net capital of $100,000 or 6-2/3% of aggregate indebtedness, as
dcﬁned Advances to affiliates, dividend payments, and other equity withdrawals are subject to
certain notification and other provisions of the SEC Uniform Net Capital Rule or other

regula'tory bodies.

At December 31, 2006, the Company had net capital of approximately $1,140,703 which was
$1,040,703 in excess of the required net capital of $100,000.

Under the clearing arrangement with the clearing broker, the Company is required to maintain
certam minimum levels of net capital and comply with other financial ratio requirements. The
Complany was in compliance with all such requirements at December 31, 2006.

8. Colmmitments and Contingencies

The Company is committed to pay rent for office space under non-cancelable leases with
mlmmum annual rental payments. Such leases are subject to escalation clauses covering
operatmg expenses and real estate taxes. Expected minimum annual rental payments are as

follows:

| 2007 $ 116,662
2008 116,662

2009 116,662

2010 125,636

2011 125,636

Thereafter 376,908

§ 978,166




j Glen Rauch Securities, Inc.
: (A wholly-owned subsidiary of Valley National Bank)

Notes to Statement of Financial Condition (contimued)

8J anmitments and Contingencies (continued)

The [Company applies the provisions of the Financial Accounting Standards Board
Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees,

Includmg Indirect . Guarantees of Indebtedness of Others” (“FIN 45”) which provides
accountmg and disclosure requirements for certain guarantees. In the normal course of
busmt'ass the Company’s business activities involve the execution of securities transactions for
its customets that are cleared and settled by its clearing broker. The Company has agreed to
mdemmfy its clearing broker for losses that the clearing broker may sustain from the customer
accounts introduced by the Company. In accordance with applicable margin lending practices,

customer accounts are typically collateralized by securities owned by the customers, thereby
reducmg the associated risk to changes in the market vatue of the security through the
settlement date. Unsettled trades at December 31, 2006 were settled without any losses. At
Decemmber 31, 2006, no amounts were recorded under such agreement as no loss exists.

' |
9. Related Party Transactions

The Company currently maintains two checking accounts with the Parent, which had
balanlces totaling $104,807 at December 31, 2006.

The Parent provides certain services to the Company, including accounting, tax,
payroll legal, internal audit and other administrative support.

10. Fiair Value

Assetls, including cash, securities owned and certain receivables are carried at fair value or
contr?cted amounts which approximate fair value. Similarly, liabilities are carried at
contracted amounts approximating fair value

END




