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INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Riverside Securities, Inc.
Chicage, Illinois 60610

I have audited the accompanying statement of financial condition of Riverside Securities, Inc.
as of March 31, 2008, and the related statements of income, changes in stockholder’s equity
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securitics Exchange Act of 1934. These financial statements are the responsibility of the
Company’s management. My responsibility is to express an opimion on these financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that I 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
statemenit presentation. [ believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Riverside Securities, Inc. as of March 31, 2008, and the results of its
operations and cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information 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 and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in my opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Chicago, Hilinois
May 28, 2008



RIVERSIDE SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

AS OF MARCH 31, 2008
ASSETS
Cash $ 12473
Receivables from brokers/dealers 83
Receivable from stockholder 82,975
Other assets 17,210
Total assets 112,741

LIABILITIES AND STOCKHOLDER’S EQUITY

Liabilities
Accounts payable and accrued expenses $ 5912

Stockholder’s Equity
Common stock, no par value, authorized
100,000 shares; issued and outstanding

1,000 shares $ 1,000

Paid in capital 84,394

Retained earnings 21,435
Total stockholder’s equity 106,829
Total liabilities and stockholder’s equity 2,741

The accompanying notes to the financial statements are an integral part of this statement.



RIVERSIDE SECURITIES, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED MARCH 31, 2008

Revenue
Commissions
Interest
Other income

Total revenue

Expenses
Clearing and execution charges

Communication
Professional fees
Regulatory fees

Other operating expenses

Total expenses
Net income before income taxes

Provision for Income Taxes

Net income

$ 9132
3,434
—35.000

47,566
1,885
1,764

5,819
1,300

12,514

23,282
24,284

1,502

22,382

The accompanying notes to the financial statements are an integral part of this

statement,




RIVERSIDE SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED MARCH 31, 2008

Total
Common Paid In Retained  Stockholder’s
Stock Capital Earnings Eguity
Balance, April 1, 2007 $ 1,000 § 84,394 § (%47) § 84,447
Add: Netincome -0- -0- 22,382 22382
Balance, March 31, 2008 $ 1000 § 84394 $ 21435 106,82

The accompanying notes to the financial statements are an integral part of this statement.




RIVERSIDE SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2008

Cash Flows From (To) Operating Activities:
Net income $ 227382
Adjustments to reconcile net income to net
cash provided by operating activities:

Changes in assets and liabilities:

Receivables from broker/dealers 970
Other assets (3,390)
Accounts payable and accrued

expenses 1,100

Net cash from (to) operating activities

Cash Flows From (Used in) Investing Activities:
Increase in receivable from shareholder (22,100)

Net cash from (used in) investing activities

Cash Flows From (To) Financing Activities:

Net increase (decrease) in cash
Cash at beginning of year
Cash at end of year

Supplemental Information:

During the year the following amounts were paid for:
Interest expense 3 -0-
Income taxes $ -0-

$ 21,062

(22,100)

-0-

(1,038)

13511

312473

The accompanying notes to the financial statements are an integral part of this statement.




RIVERSIDE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

(1) ORGANIZATION AND GENERAL

Fiverside Securities, Inc. was incorporated in the State of Illinois on February 1, 1984,
The Company is registered with the Securities and Exchange Commission and is a member of
the Financial Industry Regulatory Authority, Inc. The Company’s principal business is the sale
of securities.

2)  SIGNIFICANT ACCOUNTING POLICIES

A summary of significant accounting policies which have been followed by Riverside
Securities, Inc. in preparing the accompanying financial statements is set forth below.

Accounting Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles 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 reporiing period. Actual results could differ from those estimates.

Cash Equivalents
The Company considers all highly liquid investments with a maturity of three months
or less at the date of acquisition to be cash equivalents.

Income Recognition
Securities transactions and related revenue and expense are recorded on a trade date
basis.

Property and Equipment
Furniture and equipment — Depreciation is provided using the straight line method
over five and seven year periods. Maintenance and repair are charged to income as incurred.

Income Taxes
Income tax expense differs from the statutory tax rate due to net operating loss
carryforwards which can be used to offset ordinary income of the current year,

(3) RECEIVABLE FROM STOCKHOLDER

The Company shareholder has borrowed $82,975 from the Company. This unsecured
receivable is due on demand. Interest was charged at the rate of four and one half (4 14%) for
the fiscal year ended March 31, 2008 in the amount of $3,390.

AtMarch 31, 2008, $17,210 interest is due from the stockholder.




RIVERSIDE SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2008

4) CLEARING AGREEMENT WITH OFF-BALANCE SHEET RISK

Clearing Agreement — the Company has entered into an agreement with another
broker/dealer (Clearing Broker/Dealer) whereby that broker/dealer will execute and clear
securities transactions for the Company on a fully disclosed basis. Under the terms of the
agreement, the Company is prohibited from entering into a similar agreement with another
broker/dzaler while this agreement is in effect.

The Company is obligated for nonperformance by customers it has introduced to the
clearing broker. The Company actively monitors its exposure under this obligation by
requesting substantiation of its customers’ activities from the clearing broker on a daily basis.
No such nonperformance by a customer, based on refusal or inability to fulfill its obligation,
occurred during the period ended March 31, 2008.

(5) NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Fule (Rule 15¢3-1). Under this rule, the Company is required to maintain “net capital”
equivalent to $250,000 or 6 2/3% of “aggregate indebtedness”, whichever is greater as these
terms are defined.

Met Capital and aggregate indebtedness change from day to day, but at March 31,
2008, the Company had net capital and net capital requirements of $6,561 and $250,000
respectively. The net capital rule may effectively restrict the payment of cash distributions.

At March 31, 2008, the Company was not in compliance with the minimum net
capital requirement of $250,000.

(6) CONTINGENCY

A. customer has filed an arbitration proceeding with the Financial Industry Regulatory
Authority, Inc (FINRA) against the Company and the Company’s clearing broker. The
customer alleges that certain improprieties occurred within the customer’s account and is
seeking to recover between $250,000 and $375,000 in damages.

The arbitration is in the discovery stages; however, the Company intends to vigorously
attest this matter. The ultimate outcome of the arbitration is not yet possible to determine. .

(7)  SUBSEQUENT EVENT

During April, 2008, the Company’s minimum net capital requirement was reduced
from $250,000 to $5,000 pursuant to the Company operating as a “fully disclosed” broker
dealer which clears customer transactions through another broker dealer.




SUPPLEMENTARY SCHEDULES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER asof 3/31/08

Riverside Securities, Inc.

COMPUTATION OF NET CAPITAL

1. TmmowmmMpewﬂﬁmmShﬁmthFhmmmCmmMnm. 106,829 3480
2. Deduct ownership equity not allowable for Net Capital : - }| 3490
3. Total ownership equity qualified for Net Capital ... 106,829 3500
4, Add:
A. Liabilties subord nated to claims of generat creditors allowable in cnmputatmn of net capital .... 3520
B, Other (deductions} or alowable credits (List) ... 3525
5. Total capital and allowable subordinated liabilities $ 106,829 3530
6. Deductions and/or charges:
A, Total non-allowable assets from . :
QMWMMMHMMMCmmMnMMWBamCLWNMNMNMMWNNMNMWmMmmH$ 100, 268 3540
B. Secured demand note delinquency ... - e e s : 3580
C. Commodity futuris contracts and spot cummuditles -
proprietary capitz| charges ... 3600 ) )
D. Other deductions and/er charges 3w10] (100,268 M 3520
7. Other additions and/or allowable credlts (Llst) 3630
8. . Nat capital before haircuts on securities positions .... .08 6.561 3640
9. Haircuts on securities {computed, where applicable, pursuant tu 15c3 1(0) .
A, Contractual securities commitments ... 3660
B. Subormnamdsecuﬁuesbonowings““"""“"”""""“”""”"""""""”""""""”"""”””“""""" 3670
C. Trading and investment securities:
. EXEMPET SECUBHES ..o rient st ses st st s et saracar s L 3735
2. Debtsecuritios ......, 3733
3. Options ............ 3730
4. Other securities .. 3734
D. Undue Concentration 3650 -
E. Other {List} . 3736] ) 3740
0L NEL CADITAL ©.vvcieverce e seessrasscsts st bbb s e LR S0kt AR AR RSB SR B bR bttt sennrabe s bt ensnstttscsess D 6,561 {3750
. OMIT PENNIES
Line 6A; Non-Allowable Assets * Amount
Receivable from .broker/dealer ' $ 83
Receivables from stockholder . 82,975
Other assets 17,210
Total " $ 100,268

A reconciliation between the above audited computation and
the Company's corresponding unaudited filing is as follows:

Net Capital per unaudited filing . $ 8,981
Less: Increase in accounts payable (2,420)
Net Capital per above audited comp. $ 6,561

See Auditor's Report.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Riverside Securities, Inc. asof  3/31/08

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A

11, Minimum net capital raquired (6%,% of line 19) ... SR 394 3756]
12. Minimum doilar net capital requirement of mpomng broker or dealer and mlnlmum net cap|tal requlrement
of subsidiaries computed in accordance with Note (A) ... $ 250,000 [a7ss
$ 250,000 [3760
$
$

13. Net capilal requirement {greater of line 11 0r12) ........
14, EXCESS NBL CAPIA (N2 T IBES 13) ooooooooeoeoeoeeeeeoesoeeeere e ssnssee et ose st sres e e s st en et snet ot ettt et st st ot (243,439) |30
15. Excess net capital at 1000% {line 10 less 10% of line 19) vt Ar eSSkt bt et st ses oot anteraneesseersveeremaresnessrresto 2D 5,970 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total AL liabilities frorn Statement of FINANCIAI CONILION ..............ovvevevvvvmeseemei e sssesasseses s sesssssssssessesssestesssmssssesosssssmssressmnee$ 5,912 [ar%0
17. Add:

A, Drafis for immediate credit .. SSTTIOROURRTION T [3800]

B. Market value of securities borrowed 1nr whu:h no equwa!ent value

is paid or credited... - DO OO O U SEURTUOOTORS. 3810

C. Other unrecorded :mounts (L:sl) 5 3830
18. Total aggregate indebt2dness ... $ 5,912 3840
19. Percentage of aggrepale indebtedness to netcamtal (!lne 18 + by line 10} . % 91 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15c3 1(d) OOV UPRPRTVOSUUROOP 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
ParlB

21. 2% of combined aggregate debit items as shown in Formula for Reserve Requirernents pursuant to Rule 15¢3-3
prepared as of the date: of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits.......... § 3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capltal requlrement of

subsidiaries computed in accordance with Note (A) 3880
23. Net capital requirement. (greater of line 21 or 22} ... . 3760
24, Excess capital (tine 10 less 23) 3910
25. Net capital In excess o the greater of;

A. 5% of combined ajgregate debil items 0r $120,000 ..o sttt et anre D 3020]

NOTES:

(A} The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of;
1. Minimum dollar net capital requirement , or
2. 6%.% of agpregate indebtedness or 4% of agpregate debits if atternative method is used.

(B) Do not deduct the valur of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values nf memberships in exchanges contributed for use of company {contra to item 1740) and partners’ securities which were included in non-allowable
assets,

(C) Forreports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a fist of material non-alliowabla assets.

A reconciliation between the above audited computation and the
Company's corresponding unaudited filing is as follows:

Total A.I. per unaudited filing $ 3,492
Add: Increase Iin accounts payable 2,420
Total A.I. per above compuation $ 5,912

See Auditor's Report.
SEC 1696 (02-03) 9 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Riverside Securities, Inc. asof 3/31/08

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. If an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one onty)

A, (k)(1) — $2,500 capital category a5 PEr RUIE 15031 ..ottt s nies 4550
- B. {k)(2){A} — "Special Account io_r the Exclusive Benefit 0f CUSIOMErs™ MAINLAINEE . ........v..vwrmesertimssrniemsresnatsseeesssmsncesmsassmssssaseceos 4560
€. {(k)(2}{B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis. ’
Name of cleariny firmy, Terra Nova Trading, LLC . 4335] X 4570
0. (K){3) — Exemgied by order of the Commission (include copy OF BBHBI} .........ccceiu ittt s 4580
Ownership Equity and Subordinated Liabililies maturing ar proposed to be withdrawn within the next six months
and accruals, (as defined below), which have not been deducted in the computation of Net Capital,
Type of Proposed ' . JAmount to be .
Withdrawal or- ’ Withdrawn (cash (MMDDYY) Expect
Accrual . Insider or amount and/or Net Withdrawal or . to
(See below Qutsider? Capital Value of Maturity * Renew
for code ) Name of Lender or Contributor {In or Out) Securitles) Date - {Yes or No}
oW [4500 ) 2601 {3602 4503 [4604) {4505)
% (4870} . 4671] 4612 [4613] _[4614] f2815)
N [4620] [4621] [4622] . 4623] [4624 4625]
% [4530] [4631 (4632 4633 [4634] [4635]
s [4i640 [4641 (4642 - - [a643] 4644 [4645]
Total $% [4699
OMIT PENNIES

Instructions: Detail Listing must include the totat of iterns maturing during the six month period following the report date, regardless of whether or not the capital contribution is
expected o be renewed. The schedufe must also include proposed capital withdrawals scheduled within the six month period following the report date including
the propased redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would inciude amounts of

. bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, efc., which have not been deducted
in the computation of Net Capital, but which you anticipate wlll be paid within the next six months,

WITHDRAWAL CODE: ' DESCRIPTIONS

1. Equity Capital
2. Subordinated Liabilities
3 Accruais

See Auditor's Report.
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BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
220 SOUTH STATE STREET - SUITE 1910
CHICAGO, ILLINOIS 60604

Member TELEPHONE
AMERICAN INSTITUTE OF _ (312) 939-0477
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(312) 939-8739
To the Board of Directors

Riverside Securities, Inc.

In planning and performing my audit of the financial statements of Riverside Securities, Inc.
{the Company) as of and for the year ended March 31, 2008, in accordance with auditing
standards generally accepted in the United States of America, I considered the Company’s
internal control over financial reporting (internal control) as a basis for designing my auditing
procedures for the purpose of expressing my opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, I 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),
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 I 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 provistons of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, I 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 Board of Governors of the Federal Reserve
System.

The mariagement 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 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
expectel 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.



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 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 likelihood that a material misstatement of the financial
statements will not be prevented or detected by the entity’s internal control.

My 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. I did not identify any deficiencies in internal control and
control activities for safeguarding securities that I consider to be material weaknesses, as
défined above. However, my study and evaluation disclosed that a lack of segregation of
functions exists. Although this conditton 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
my audit of the financial statements of Riverside Securities, Inc. for the year ended March 31,
2008 and this report does not affect my report thereon dated May 28, 2008.

[ 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 my
study, I believe that the Company’s practices and procedures, as described in the second
paragraph of this report, were adequate at May 28, 2008, to meet the SEC’s objectives.

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

agencics that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulaticn of registered brokers and dealers, and is not intended to be and should not be used

by anyone other than these specified parties.

Certifiell Public Acc(j t
Chicago, Illinois
May 28, 2008 E N D




