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OATH OR AFFIRMATION

1, Brian E. Smith , Swear
(or affirm) that, to the best of my knowledge and belief the accompanying financial statement and supporting schedules
pertaining to the firm of

, as of
December 31 , 2007 , are true and correct. | 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:

NONE

— j Bosad vt —
sbrds,  TERESA J, THEODORE  |i Signature

£ Notary Public, S

3 i E o'a;y Cot:nr'rfr’ss?g:\eEOf s

Aty ion Expires 3

KA March 16, 2010 President ‘5 Ced

Title

"Notary Public

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

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(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.

() 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.

(I} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

[ ] (0) Independent auditor’s report on the internal control as required by SEC rule 17a-5.

OO0 0 OOEE0EEEER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Independent Auditors’ Report

To the Board of Directors of
RiverStone Wealth Management, Inc.:

We have audited the accompanying statement of financial condition of RiverStone Wealth
Management, Inc. as of December 31, 2007, and the related statements of operations, changes in
stockholder’s equity and cash flows for the year then ended that you are filing pursuant to rule
17a-5 under 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 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 RiverStone Wealth Management, Inc. as of December 31, 2007, 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 in Schedule I 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
statements taken as a whole.

PMB HELIN DONOVAN, LLP

Austin, Texas
February 25, 2008

5918 W. Courtyard, Suite 400 - Austin, TX 7873C
tel {512) 258-9670 - tax (512) 258 5895
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RIVERSTONE WEALTH MANAGEMENT
Statement of Financial Condition
December 31, 2007

ASSETS

Cash and cash equivalents

Receivable from broker-dealers and clearing organizations
Concessions receivable

Securities owned, at market value

Advances to employees

Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities

Accounts payable
Accrued expenses and other liabilities
Payable to NASD

Total liabilities

Stockholder's Equity
Preferred stock, 500,000 shares authorized, $.01 par value,
240,331 shares issued and outstanding
Common stock, 1,000,000 shares authorized, $.01 par value,
100,000 shares issued and outstanding
Additional paid-in capital
Retained deficit

Total stockholder's equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

See notes to financial statements and independent auditors' report,

2

$

$

244,160
277,548
129,956
167,665
690
31,678

851,697

13,683
295,618

35,430

344,731

2,403

1,000
966,046

(462,483)
506,966

851,697



RIVERSTONE WEALTH MANAGEMENT
Statement of Operations
Year Ended December 31, 2007

REVENUES

Securities commissions

Insurance commissions
Concessions

Sale of investment company shares
Futures

Interest and other income

Total revenues
EXPENSES

Compensation and benefits
Commissions and clearance fees
Management fee expense
Interest expense

Regulatory fees and expenses -
Professional fees

Other expenses

Total expenses
INCOME BEFORE INCOME TAXES
Provision for income taxes

NET INCOME

See notes to financial statements and independent auditors' report.

3

$

2,753,269
987,595
142,836
271,843
243,087

159,146

4,557,776

3,118,555
478,859
328,000

10,614
49,765
85,807

322,099
4,393,699

164,077

164,077



RIVERSTONE WEALTH MANAGEMENT
Statement of Changes in Stockholder's Equity
Year Ended December 31, 2007

Additional
Preferred Common Paid-In Retained
Stock Stock Capital Deficit Total

Balances at

December 31, 2006 $ 2,403 §% 1,000 $ 966,046 $ (626,560) § 342,889
Net income - - - 164,077 164,077
Balances at

December 31, 2007 £ 2,403 § 1,000 $ 966,046 $ (462,483) $ 506,966

See notes to financial statements and independent auditors' report.



RIVERSTONE WEALTH MANAGEMENT

Statement of Cash Flows
Year Ended December 31, 2007

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to
net cash provided by operating activities:
Change in assets and liabilities
Increase in receivables from broker-dealers and
clearing organizations
Increase in concessions receivable
Decrease in securities owned
Decrease in advances to employees and other assets
Decrease in accounts payable and accrued expenses
Decrease in payable to NASD

Net cash provided by operating activities
Cash flows from investing activities:
Cash flows from financing activities:

Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

CASH AND CASH EQUIVALENTS AT END OF YEAR

Supplemental Disclosures of Cash Flow Information:

Income taxes paid
Interest paid

See notes to financial statements and independent auditors' report.
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$

$

$

164,077

(103,007)

(87,787)
73,831
3,303

(5,782)

(21,592)

23,043

23,043
221,117

244,160

10,614




RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note 1 - Nature of Business

RiverStone Wealth Management, Inc. (Company) is registered as a broker/dealer with the
Securities and Exchange Commission (SEC) and is a member of the National Association
of Security Dealers, Inc. (NASD). The Company operates under the provisions of
Paragraph K(2)(ii) of Rule 15¢3-3 of the SEC, and accordingly is exempt from the
remaining provisions of that Rule. The Company is a Texas corporation that is a wholily
owned subsidiary of Riverstone Investment Group, Inc. (Parent).

The Company changed its name from First Avantus Securities, Inc. in 2004. The Parent
changed its name from First Financial Investment Securities, Inc. in 2004,

Note 2 - Significant Accounting Policies

Basis of Accounting

These financial statements are presented on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America, whereby
revenues are recognized in the period earned and expenses when incurred.

Customer Funds

The Company is not approved to hold customer funds on account. From time to time, the
Company may accept funds from customers for deposit into an escrow account at a bank.
Those funds will be held separate from the general funds of the Company in a custodial
account.

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
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 those estimates.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers short-term
investments, which may be withdrawn at any time without penalty, and restricted cash,
which will become available within one year from the date of the financial statements, to
be cash equivalents.




RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note 2 - Significant Accounting Policies (continued)

Securities Transactions

Security transactions and the related commission revenues and expenses are recorded on
a settlement date basis, generally the third business day following the transaction. If
materially different, commission income and related expenses are recorded on a trade
date basis.

Insurance Commissions

Insurance commissions are recorded when the insurance products are funded by the
customer.

Financial Instruments and Credit Risk

Financial instruments that potentially subject the Company to credit risk include cash and
cash equivalents, receivables from broker-dealers and clearing organizations, concessions
receivable, securities owned and advances to employees. The Company had cash
balances in excess of federally insured limits of $100,000 at various times during 2007
{$144,239 at December 31, 2007). Securitics owned consist of securities held for trading
purposes. Securities that are marketable are stated at fair market value (as determined by
quoted market prices) and securities not readily marketable are carried at fair value as
" determined by management of the Company. The increase or decrease in net unrealized
appreciation or depreciation of securities is credited or charged to operations.

Income Taxes

The Company files a consolidated income tax return with the Parent. Income taxes are
recorded using the separate company method to comply with FASB Statement 109. Any
resulting provision or benefit for income taxes is recorded as a receivable from or payable
to the Parent. Future benefits with respect to loss carry-forwards that are expected to
expire unused are offset by a valuation allowance.

A tax law change in Texas became effective for the Company’s fiscal year ended
December 31, 2007. Under the new law, the tax is based on taxable margin, as defined
under the law, and is computed on total gross revenues reduced by the greatest of three
defined amounts, rather than being based on federal taxable income. For the year ended
December 31, 2007, the Company had approximately $13,000 tax due under the Texas
margin tax.

Note 3- Accrued Expenses and Other Liabilities

The balance of this account consisted of the following as of December 31, 2007:

Accrued payroll and related items $ 262,190
Insurance premiums payable 12,258
Other items 21,170
Total accrued expenses and other liabilities $ 295,618




RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note 4 - Net Capital Requirements

The Company is subject to the SEC uniform net capital rute (Rule 15¢3-1), which
requires the maintenance of a minimum amount of net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule
15¢3-1 also provides that equity capital may not be withdrawn or cash dividends paid if
the resulting net capital ratio would exceed 10 to 1. At December 31, 2007, the Company
had net capital and net capital requirements of $389,558 and $50,000. The Company’s
net capital ratio was 0.88 to 1.

Note 5 - Income Taxes
The income tax expense (benefit) for the year ended December 31, 2007 differs from the

amount computed by applying the U.S. federal income tax rate of 34% to the pretax loss
as a result of the following:

2007
Computed “expected” expense (benefit) $ 55,800
Utilization of net operating loss carryforward (55,800)

Total income tax expense $ -

The tax effect of temporary differences that give rise to significant portions of the
deferred tax assets at December 31, 2007 are as follows:

2007
Deferred tax assets:
Net operating toss carryforward $ 98,000
Valuation allowance | {98,000}

Net deferred tax assets $ -

In assessing the realizability of deferred tax assets, management considers whether it is
more likely than not that some portion or all of the deferred tax assets will not be
realized. The ultimate realization of deferred tax assets is dependent upon the generation
of future taxable income during the periods in which those temporary differences become
deductible. Management considers the scheduled reversal of deferred tax liabilities,
projected future taxable income, and tax planning strategies in making this assessment.
Management determined that there is only a 50% chance that the Company will realize
the benefits of these deductible differences. As a result, the tax benefit has been offset by
a valuation allowance of the same amount.



RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note S - Income Taxes (continued)

As of December 30, 2007, the Company has net operating loss carryforwards of
approximately $287,000 for U.S. Federal tax purposes, which will begin to expire in
2016 if not utilized. The Internal Revenue Code Section 382 limits net operating loss and
tax credit carryforwards when an ownership change of more than fifty percent of the
value of the stock in a loss corporation occurs within a three-year period. Accordingly,
the ability to utilize remaining net operating loss and tax credit carryforwards may be
significantly restricted with any subsequent change in control or sale of the Company.

Note 6 - Employee Benefit Plans

The Company sponsors a 401(k) plan in which all employees are eligible to participate.
Both employees and the Company may elect to make contributions to the Plan.
Company contributions are voluntary and at the discretion of the Board of Directors. No
discretionary contributions were made by the Company during the year ended December
31, 2007.

The Company offers health care coverage for eligible employees and their qualifying
dependents.

Note 7 - Related Party Transactions

The Company is provided certain management and administrative services, office
facilities, staff support, utilities and supplies by the Parent. During the year ended
December 31, 2007, the Company paid a management fee for such services to the Parent
of $328,000 under the terms of a Management Services Agreement.

The Company is currently using office space in Austin and San Antonio. Rental
payments are an obligation assumed by the Parent and therefore has not been accrued by
the Company as of December 31, 2007.

The Company earns fee income related to insurance products from an insurance agency
owned by stockholders of the Company. At December 31, 2007, the Company had a
receivable from the related party of $114,774 which is included in concessions receivable
on the balance sheet. Total insurance commissions earned from this related party were
$987,595 during 2007.

Note 8 - Commitments and Contingencies
Litigation
The Company, from time to time, may be involved in litigation relating to claims arising

out of its ordinary course of business. However, at December 31, 2007, there were no
significant outstanding legal actions or claims against the Company.



RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note 8 - Commitments and Contingencies (continued)

Clearing Agreement

Included in the Company’s clearing agreement with its clearing broker-dealer, is an
indemnification clause. This clause relates to instances where the Company’s customers
fail to settle security transactions. In the event this occurs, the Company will indemnify
the clearing broker-dealer to the extent of the net loss on any unsettled trades. At
December 31, 2007, management of the Company had not been notified by the clearing
broker-dealer, nor were they otherwise aware, of any potential losses relating to this
indemnification.

The clearing agreement contains an early termination fee that would be due if the
Company desires to terminate the clearing agreement prior to the end of a determined
period of time. The termination fees are as follows:

Termination prior to Termination
March 1, . Fee
2008 $ 100,000

The agreement with the clearing broker-dealer also calls for minimum monthly charges
of $20,000 per month during the entire period of the agreement.

NASD Settlement

In 2005, the Company accrued $100,000 in fines and assessments related to findings
from an NASD examination in 2003. The Company believes that it has taken appropriate
actions to correct the areas resulting in these fines and assessments. However, the
Company could be fined or assessed in future periods. The balance of the fines and
assessments payable to the NASD at December 31, 2007 was $35,430,

Note 9 - Fair Value of Finanecial Instruments

The Company has estimated fair value of financial instruments in accordance with
requirements of Statement of Financial Accounting Standards No. 107, “Disclosures
about Fair Value of Financial Instruments.” The estimated fair value amounts have been
determined by the Company, using available market information and appropriate
valuation methodologies. However, considerable judgment is necessarily required in
interpreting market data to develop the estimates of fair value. Accordingly, the estimates
presented herein are not necessarily indicative of the amounts that the Company could
realize in a current market exchange. The use of different market assumptions and/or
estimation methodologies may have a material effect on the estimated fair value amounts.

10



RIVERSTONE WEALTH MANAGEMENT, INC
Notes to the Financial Statements
December 31, 2007

Note 9 - Fair Value of Financial Instruments (continued)
The carrying amount of cash and cash equivalents, accounts receivable, accounts payable
and other liabilities approximated fair market value at December 31, 2007 because of

their relatively short maturity, The carrying amount of securities owned is the estimated
market value of such securities and as such represents the estimated fair value.

11



Schedule I

RIVERSTONE WEALTH MANAGEMENT
Computation of Net Capital and Aggregate Indebtedness
Pursuant to Rule 15¢3-1 of the Securities and Exchange Commission

As of December 31, 2007
Total stockholder's equity qualified for net capital $ 506,966
Deductions and/or charges
Non-allowable assets:
Advances to employees 690
Receivables from affiliates, subsidiaries and associated partnerships 78,535
Other assets 31,678
Total deductions and/or charges 110,903
Net capital before haircuts on securities 396,063
Haircuts on securities 6,505
Net Capital $ 389,558
Aggregate indebtedness
Accounts payable and accrued expenses $ 344,731
Total aggregate indebtedness $ 344731
Computation of basic net capital requirement
Minimum net capital required (greater of $50,000 or
6 2/3% of aggregate indebtedness) $ 50,000
Net capital in excess of minimum requirement $ 339,558

Ratio of aggregate indebtedness to net capital

Reconciliation with company's computation (included in Part 1l of Form
X-17A-5 as of December 31, 2007)

Net capital, as reported in Company's Part Il (unauditeed) Focus report $

To record accrued liabilities

Net capital per above h

See notes to financial statements and independent auditors' report.
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402,558

13,000

389,558
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Independent Auditors’ Report on Internal Control

To the Board of Directors of
RiverStone Wealth Management, Inc.:

In planning and performing our audit of the financial statements of RiverStone Wealth
Management, Inc. (the Company) as of and for the year ended December 31, 2007 in accordance
with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting (internal control) 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 and 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 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 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.
2. Recordation of differences required by rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section § of
Federal Reserve Regulation T of the Board 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 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.

5918 W. Courtyard, Suite 400 - Austin, TX 7B730
tel (512) 258-9670 - fax (512) 258-5895

PMB HELIN DONOVAN, LLP + A MEMBER OF RUSSELL BEDFORD INTERNATIONAL AUSYIN - HOUSTON + ORANGE COUNTY - SAN FRANCISCO - SEATTLE - SPOKANE
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Because of inherent limitations in internal control and 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 controi 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 likelihood that a material misstatement of the financial statements
will not be 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 internal 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, 2007 to meet the SEC’s
objectives.

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

PMB HELIN DONOVAN, LLP

PYB Holin Dovvar, t2F
Austin, Texas
February 23, 2008

END
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