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OATH OR AFFIRMATION
S
1, It 6-14{@3@/ , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

TDbeann_Feciirrbics ALl » 88
of ébm arey Rl , 20_gxf” , arc truc and comrect. | further swear (or affirm) that
neither the company ndr any partner, proprictor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

Notary Public, H (:c;AN GA
IC, 'y
My Commission Exglnrreys

2270

Notary Public

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

(a) Facing Page.

(b) Statement of Financial Condition.

(¢} Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(c) Statement of Changes in Stockholders® Equity or Partners® or Sole Proprictors’ 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.

(1) Irformation 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 15c3-1 and the
Computation for Determination of the Reserve Requircments Under Exbibit 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 reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain poriions of this filing, see section 240.17a-5(e)(3).
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Grant Thornton &

Accountants and Business Advisors

Report of Independent Certified Public Accountants

The member of
Taberna Securities LLC

We have audited the accompanying statement of financial condition of Tabema Securities LLC (a wholly
owned subsidiary of Taberna Realty Finance Trust) (the Company), as of December 31, 2007, and the related
statements of income, changes in member’s equity and cash flows for the year then ended that you are filing pursuant
to Rule 172-5 under the Securities Exchange Act of 1934. These financial statemeats 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 as established by the American Institute of Certified Public Accountants. 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 finandial reporting as a basis for designing
audit procedures that are appropriate in the citrcumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.
An zudit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements, 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 faitly, in all material respects, the financial
condition of Taberna Securities LLC, as of December 31, 2007, and the resuits of its operations and 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 12 and 13 is presented for purposes of additional analysis and is not a
required part of the basic financial statements but is supplemental 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.

Lok M P

Philadelphia, Pennsylvania
February 28, 2008

| 2001 Market Street, Suite 3100
| Two Commerce Square
Phitadeiphia, PA 19103
T 215.561.4200
F 215.561.1066
W www.grantthomton.com

Grant Thornton LLP
US member of Grant Thornton International



Taberna Securities LLC
Statement of Financial Condition
December 31, 2007

(dollars in thousands)

ASSETS
Cash
Deposit with clearing firm
Other assets

Total assets

Liabilities
Payable to affiliates

Total habilities
Member’s equity

' LIABILITIES AND MEMBER’S EQUITY
Total liabilities and member’s equity

The accompanying notes are an integral part of this statement.

$ 3,511
100
2326

§ 2237

§___2413
2,413
—3.524
$—3.937



Revenue
Origination fees
Interest and other income
Total revenue
Expenses
Expenses incurred by affiliates
Originaton expenses
Other expenses
Total expenses
Income before income taxes

Income tax expense

Net income

Taberna Securities LLC
Statement of Income
Year ended December 31, 2007

(dolars in thousands)

The accompanying notes are an integral part of this statement.



Taberna Securities LLC
Staternent of Changes in Member’s Equity
Year ended December 31, 2007

(doliars in thousands)

Balance at Jaauary 1, 2007 $ 3274
Net income 3,000
Contributions from member 2,500
Distribudon to member {5,250)
Balance at December 31, 2007 3524

The zccompanying notes are an integral part of this statement.



Taberna Securities LLC
Statement of Cash Flows
Year ended December 31, 2007

(dollars in thousands)

Cash flows from operating activities
Net income
Change in operating assets and liabilides:
Other assets
Accrued expenses

Net cash provided by operating activities
Cash flows from financing activities
Advances from affiliates, net
Contributions from member
Distributions to member
Net cash used in financing activities
Net decrease in cash

Cash at beginning of year

Cash at end of year

The accompanying notes are an integral part of this statement.

$ 3,000

(1,921)
(362)

17

43
2,500

__(5250)
— 2100
(1,990)
—5,501
$___ 3511



Tabetna Securities LL.C
Notes to Financial Statements
December 31, 2007

(dollars in thousands)

NOTE 1 - ORGANIZATION

Taberna Securities LLC (the Company) is a Delaware limited liability company. The Company was formed on
February 3, 2005. The Company is an introducing broker providing execution services to institutional investors.
The Company is  registered broker-dealer with the Financial Industry Regulatory Authority and is registered with
the Pennsylvania Securiies Commission. The Company is 2 member of the Securities Investors Protection
Corporation.

The Company is wholly-owned by Taberna Realty Finance Trust (Taberna Realty), a Maryland real estate
investmeant trust (REIT). The Company has elected to be treated as a taxable REIT subsidiary under the Internal
Revenue Code. As a wholly-owned subsidiary of Taberna Realty, the Company utilizes the employees and other
general and administrative support provided by Taberna Capital Management LLC (Taberna Capital). As a result,
the financial condition and results of operations presented herein may not be indicative of the financial condition
and results of operations that may have occurred if the Company was not a wholly-owned subsidiary of Taberna
Realty.

On December 11, 2006, Taberna Realty completed its planned merger with RAIT Financial Trust (RAIT)
announced on June 8, 2006. The merger was a stock-for-stock merger in which the common shares of Tabema
Realty were exchanged into 0.5389 RAIT common shares. RAIT is a publicly held Maryland REIT, trading under
the ticker symbol “RAS.”

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Basis of Presentation

The accounting and reporting policies of the Company conform with accounting principles generally accepted in
the United States of America. '

The preparation of financial statements 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 revenue and expenses duting the reporting period. Actual results
could differ from those estimates.

b. Deposit with Clearing Firm

The Company maintains a $100 interest bearing account with its clearing agent. This account is not insured by the
FDIC.

{Continued)



Taberna Securities LLC
Notes te Financial Statements - Continued
December 31, 2007

(dollars in thousands)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

c. Revenue Recoppition

The Company carns origination fees in connection with the orgination of trust preferred securities, subordinated
debentures and other debt instruments. These fees and related origination expenses are recognized on a trade date
basis as securities transactions occur,

d. Expenses Incurred by Affiliate

The Company and Taberna Capital are wholly-owned subsidiaries of Taberna Realty and shares employees, office
space, and other general and administrative items. Costs directly attributable to securities transactions arc paid and
recorded by the Company. Costs indirectly associated with securities transactions, including employee salaries,
bonuses, employee benefits, office space, and other general and administrative costs, are allocated to the Company
based on the portion of time spent by employees on securities transactions or administrative matters relating to the
Company's business activities.

€. lncom axes
The Company accounts for income taxes in accordance with Statement of Financial Accounting Standards (SFAS)

No. 109, Aecounting for Income Taxes. The Company is subject to U.S. federal, state and local income taxes. Income
taxes are accrued by the Company in the year in which the taxable revenue is received.

NOTE 3 - INCOME TAX EXPENSE

‘The components of the Company’s income tax expense is as follows:

Current
Federal...ieceeteeceeissassssisessveseasessssnsesensas $ 1,788
State and 1ocal ... 305
Permanent femis. ... oeeiieveninicesnseseresssesisesasesess 16
Provision for inCOmME tAXES .ovverremssesrvessissaenss $ 2,109

The Company did not have any deferred tax assets or liabilities as of December 31, 2007.

The Company’s effective tax rate for the year ended December 31, 2007 was 41.3% and was comprised of the
following:

Federal SARULOLY TAL€ e rmssirermerrsen s rseesseaseeane 35.0 %
State and local rates, net of federal benefit.......... 6.0%
Permanent SEITIS .o verveeecsertesrrrirssesresrossassasssssns 0.3 %

Effective tAK FALE ..o ceeesevsemsscssessonsrresesssnssssens 41.3 %




Taberna Securities LL.C
Notes to Financial Statements - Continued
December 31, 2007

(dollats in thousands)

NOTE 4 - RELATED PARTY TRANSACTIONS

RAIT’s Chief Executive Officer, Daniel G. Cohen, holds controlling positions in various companies with which
the Company or an affiliate conducts business. Daniel G. Cohen is the majority member of Cohen Brothers LLC
d/b/a Cohen & Company (Cohen & Company). Taberna Capital maintains a shared services agreement with
Cohen & Company. Pursuant to the share services agreement, the Company and Taberna Capital share

| administrative services and related resources with Cohen & Company. The term of the shared services agreement
extends to July 1, 2008. Taberna Capital maintains sub-lease agreements for shared office space and fadilitics with
Cohen & Company. The Company's allocated portion of expenses associated with the shared service agreement
and the sub-lease agreements was $22 for the year ended December 31, 2007.

NOTE 5 - NET CAPITAL REQUIREMENTS

The Company is subject to the net capital provisions of Rule 15¢3-1 under the Securities Exchange Act of 1934,
which requires the maintenance of minimum net capital of the greater of §100 or 6-2/3% of aggregate
indebtedness. As applied to the Company, the rule requires minimum net capital of $161. As of December 31,
2007, the Company’s net capital was §1,198, which exceeds the minimum requirements by $1,037.

NOTE 6 - EXEMPTIVE PROVISIONS

The Company is exempt from the reserve requirements under Rule 15¢3-3 of the Securities Exchange Act of 1934
pursuant to paragraph (k)(2)(ii). The Company continues to introduce and clear its customers’ transactions on a
fully disclosed basis with its clearing broker and was not in possession of any customer funds at December 31,
2007.

In the ordinary course of business, claims are made against the Company from time to time for alleged damages in
connection with its operation for which the Company maintains insurance. In the opinion of management, the
resolution of such matters will not have a material adverse effect on the financial position, results of operations or
cash flows of the Company.

NOTE 7 - CONTINGENCIES
10
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Tabema Securities LLC
Computation of Net Capital under Rule 15¢3-1 of the Securities and Exchange Commission
December 31, 2007

(dollars in thousands)

Net capital
Total member’s equity $ 3524
Deductions
Non-allowable assets
Qther assets — 2326
Total deductions 2,326
Net capital 1,198
Aggregate indebtedness
Payable to affiliates 2,413
Agpregate indebtedness 2,413
Computation of basic net capital requirement
Minimum net capital required at December 31, 2007 6-2/3%
Net capital requirement 161
Excess net capital . $__ 1037
Aggregate indebtedness §_. 2413
Percentage of aggregate indebtedness to net capital 201%

No material differences exist between the above computation and the computation included in the Company’s
corresponding unaudited Form X-17A-5 Part [IA filing,

12



Tabema Securities LLC

Computation for Determination of Reserve Requirements under Rule 15¢3-3
of the Securities and Exchange Commission

December 31, 2007

As of December 31, 2007, the Company is not subject to the reserve requirements under Rule 15¢3-3 of the
Securities Exchange Act of 1934 because it qualifies for an exemption pursuant to paragraph (k)(2)(ii) of Rule 15¢3-3.
The Company continues to introduce and clear its customers’ transactions on a fully disclosed basis with its clearing
broker and was not in possession of any customet funds at December 31, 2007,

13



Grant Thornton %

Accountants and Business Advisors

Repott of Independent Certified Public Accountants on Internal Control Required
by SEC Rule =5 for a Broker-Dealer Claimi xemption for SE e 15¢3-

Board of Directors
Taberna Securides LL.C

In planning and performing our audit of the financial statements of Taberna Secutities LLC (a wholly-owned
subsidiary of Taberna Realty Finance Trust) (the Company), as of and for the year ended December 31, 2007, in
accordance with zuditing 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 an opinion on
the effectiveness of the Company’s intemal control. Accordingly, we do not express an opinion on the effectiveness
of the Company’s internal control.

Also, as required by rule 172-5(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 172-5(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 quartetly securiies examinadons, 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 Board of Governors of the Federal Reserve System

The management of the Company is tesponsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this respoosibility, 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 expecied 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 statemnents in conformity with generally accepted accounting principles. Rule 172-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

2001 Market Street, Suite 3100
Two Commerce Square

" Philadelphia, PA 19103

T 215.561.4200
F 215.561.1066
W www.grantthormton.com 14

Grant Thornton LLP
US member of Grant Thorton Intemnational



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 futute periods is subject to the
dsk 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 preveat or detect misstatements on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the endty’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 financizl statements that is more than inconsequential will not be prevented or detected by the entity’s internal
control.

A material weakness is a signiftcant 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.

Cur 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 weakaesses.
We did not idendfy any deficiencies in internal control and control activities for safeguarding securities that we
considet 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 out study, we believe that the Company’s practices and procedutres, as described in the second paragraph of this
report, were adequate at Decernber 31, 2007, to meet the SEC’s objectives,

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
Financial Industry Regulatory Authority, Inc. and other regulatory agencies that tely 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.

Sou T LLP

Philadelphia, Pennsylvania
February 28, 2008



