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iggsVeselka Co
PROFESSIONAL CORPORATION

Certified Public Accountants and Business Advisors

To the Board of Directors

Apex Securities Inc

dba Rice Financial Products Company

Houston Texas

Independent Auditors Report

We have audited the accompanying statements of financial condition of Apex Securities Inc dba

Rice Financial Products Company the Company as of December 31 2008 and 2007 The

statements of financial condition are the responsibility of the Companys management Our

responsibility is to express an opinion on the financial statements based on our audits

We conducted our audits 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 statements of financial condition are free of material misstatement An

audit includes consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose ofexpressing an opinion

on the effectiveness of the Companys internal control over financial reporting Accordingly we

express no such opinion An audit of statement of financial condition also includes examining on

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 as well as

evaluating the overall statement of financial condition presentation We believe that our audits

provide reasonable basis for our opinion

In our opinion the statements of financial condition referred to above present fairly in all material

respects the financial position of Apex Securities Inc dba Rice Financial Products Company as of

December 31 2008 and 2007 in conformity with accounting principles generally accepted in the

United States of America

Iriggs Veselka Co
Professional Corporation

Certified Public Accountants

March 16 2009

HOUSTON OFFCE 713.667.914711 7136677697Fox
Mmbr

6575 West Loop South Suite 700 Befarre Texas 77401 ww.bvccpa.com

Member of the Center for Pubic Company Audit Firms of the Americas Institute of Certified Public Accountants



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2008 AND 2007

ASSETS 2008 2007

Cash and cash equivalents 96795 354154

Accounts receivable 114170 120800

Related party receivable 1771257 1187328

Deposits with clearing organizations 827006 716276

Deferred tax asset 5247 10608

Other assets 86636 89399

TOTAL ASSETS 2901111 2478565

LIABILITIES SUBORDINATED BORROWINGS
AND STOCKHOLDERS DEFICIT

LIABILITIES

Accounts payable and accrued liabilities 595718 554160

SUBORDINATED BORROWINGS 2525257 2374007

STOCKHOLDERS DEFICIT

Common stock $0.20 par value 10000000 shares

authorized 101719 shares issued and outstanding 20344 20344

Accumulated deficit 240208 469946

TOTAL STOCKHOLDERS DEFICIT 219864 449602

TOTAL LIABILITIES SUBORDINATED

BORROWINGS AND STOCKHOLDERS DEFICIT 2901111 2478565

The accompanying notes are an integral part of these financial statements



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
NOTES TO STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2008 ANT 2007

NOTE 1- NATURE OF ORGANTZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Organization

Apex Securities Inc dba Rice Financial Products Company the Company was incorporated on

November 1987 under the laws of the State of Texas and is wholly-owned subsidiary of Rice

Derivative Holdings LP Rice The Company operated using the dba Apex Pryor Securities

division of Rice Financial Products from 2000 until March 2007 at which time it adopted the dba

Rice Financial Products Company The Company is registered as broker/dealer in securities with

the Securities and Exchange Commission SEC and is member of the FINIRA The Company

participates in municipal bond underwritings provides financial advisory services and acts as

broker in securities The Company trades on fully disclosed basis through contract with

clearing organization

Summary of Significant Accounting Policies

Use of Estimates

The preparation of statements of financial condition 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 statements of financial condition Actual results could

differ from those estimates

Cash and Cash Equivalents

The Company considers all liquid financial instruments with original maturities of ninety 90
days or less and not pledged or otherwise restricted as cash equivalents

Trading Activity

Securities transactions and all related revenues and expenses are recorded in the accounts on

trade-date basis Municipal underwriting revenues and commissions are recognized when

earned which is generally on completion of the project These fees are managements best

estimate of amounts to be collected at settlement of the underwriting

Income Taxes

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to

differences between the financial statement carrying amounts of existing assets and liabilities and

their respective tax bases Deferred tax assets and liabilities are measured using enacted tax rates

expected to apply to taxable income in the years in which those temporary differences are

expected to be recovered or settled The effect on deferred tax assets and liabilities of change
in tax rates is recognized in income in the period that includes the enactment date



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
NOTES TO STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2008 AND 2007

NOTE 1- NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES CONTINUED

Summary of Significant Accounting Policies Continued

Income Taxes

The Company has elected to defer the provisions of FIN 48 Accounting for Income Taxes

under the provisions of FSP FIN 48-3 The Company uses FAS Loss Contingencies

approach for evaluating uncertain tax positions see Note

NOTE 2- CLEARING ORGANIZATIONS

The Company has agreements with two clearing organizations whereby the clearing organizations

perform clearing functions for security transactions with brokers and dealers The clearing

organizations require security deposit balance of$l00000 as of December 31 2008 and 2007 be

maintained by the Company Additional deposits based on transactions and trade activity may also

be required The deposits with the clearing organizations in the amounts of $827006 and $716276

at December 31 2008 and 2007 respectively are secured by marketable securities owned bear

interest at rate determined by the clearing organization and are due on demand

NOTE 3- INCOME TAXES

Significant temporary differences that give rise to U.S federal net deferred tax assets as of

December 31 2008 and 2007 are as follows

2008 2007

Deferred tax asset

Charitable contributions 5247 10608

DEFERRED TAX ASSET 5247 10608

At December 31 2008 and 2007 no valuation allowance is provided for the deferred tax asset as

management believes it is more likely than not that this asset will be realized The charitable

contributions carryover will expire over the next five years



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2008 AND 2007

NOTE 3- INCOME TAXES CONTINUED

In June 2006 the Financial Accounting Standards Board FASB issued FASB Interpretation No.48

FIN 48 Accountingfor Uncertainty in Income Taxes an interpretation of FASB Statement 109

FIN 48 clarifies the accounting for uncertainty in income taxes recognized in an enterprises financial

statements in accordance with FASB Statement No 109 Accounting for Income Taxes FIN 48

prescribes comprehensive model for recognizing measuring presenting and disclosing in the

financial statements tax positions taken or expected to be taken on tax return If there are changes
in stockholders equity or deficit as result of application of FIN 48 these will be accounted for as

an adjustment to the opening balance of retained deficit Additional disclosures about the amounts of

such liabilities will also be required

The Company presently discloses or recognizes income tax positions based on managements
estimate of whether it is reasonably possible or probable respectively that liability has been

incurred for unrecognized income tax benefits by applying FASB Statement No Accountingfor

Contingencies

NOTE 4- COMMITMENTS

In the normal course of business the Company enters into underwriting commitments and when-

issued contracts that may have settlement dates several weeks after trade date Revenues and

expenses related to such contracts are recognized on the trade date There were no open

underwriting commitments at December 31 2008 and 2007

The Company leases office facilities and equipment under noncancelable operating leases expiring

through October 2012 The office facilities agreement requires the Company to pay its pro rata share

of certain operating expenses in excess of specific amount Lease expense at December 31 2008

and 2007 was $244851 and $211519 respectively At December 31 2008 future minimum rental

commitments on such leases are as follows

For the Year Ending

December 31 Amount

2009 76894
2010 30063
2011 30695
2012 20.733

TOTAL 158.385



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
NOTES TO STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2008 AND 2007

NOTE 5- CONCENTRATIONS OF CREDIT RISK

The Company maintains cash in several bank accounts which at times exceeds federally insured

limits The Company monitors the financial condition of the bank and has experienced no losses

associated with these accounts The federally insured limits increased from $100000 to $250000 in

2008 At December 31 2008 the Company had no uninsured cash At December31 2007 the bank

accounts exceeded the federally insured limit by $260998

NOTE 6- SUBORDINATED BORROWINGS

The borrowings under subordination agreements from Rice the Companys parent including

accrued interest at December 31 2008 and 2007 are as follows

2008 2007

SUBORDINATED BORROWINGS AT

BEGINNING OF YEAR 2374007 2222758

Increase

Accrued interest 151250 151249

SUBORDINATED BORROWINGS AT

END OF YEAR 2525257 2374007

The subordinated borrowings are available in computing net capital under SECs uniform net capital

rule To the extent that such borrowings are required for the Companys continued compliance with

minimum net capital requirements they may not be repaid

NOTE 7- MINIMUM CAPITAL REQUIREMENTS

The Company is subject to the SECs Uniform Net Capital Rule Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to

computed regulatory net capital both as defined shall not exceed 15 to Retained earnings may be

restricted as to payment of dividends if this ratio exceeded 10 to At December 31 2008 the

Company had net capital of $367734 which exceeds its required net capital of $100000 by

$267734 The Companys ratio of aggregate indebtedness to net capital was 1.62 to at

December 31 2008



APEX SECURITIES INC
dba RICE FINANCIAL PRODUCTS COMPANY
NOTES TO STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2008 AND 2007

NOTE RELATED PARTY TRANSACTIONS

The Company has accounts receivable from Rice resulting from various transactions including fees

due under management service agreement that was terminated effective January 2008 The

amounts due from Rice of$ 1771257 and $1187328 at December 31 2008 and 2007 respectively

are included in related party receivable in the accompanying statements of financial condition

NOTE 9- CONTINGENCIES

The Company is involved in certain claims and lawsuits in the normal course of business As of

December 31 2008 management believes there are no legal proceedings that would have material

adverse impact on the Companys financial condition At December 31 2008 the Company has

recorded $25000 in accrued legal liabilities

NOTE 10-RULE 15c3-3

The Company is exempt from Rule 5c3-3 under Subsection k2ii Under this exemption the

Computation for Determination of Reserve Requirements and Information Relating to the

Possession of Control Requirements are not required




