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(b) Statement of Financial Condition.
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Grionfrance Rssceiordotlls, C€P Ay FEC.

E 520 White Plains Road, Suite 500
Tarrytown, NY 10591

Phone: 914.366.7383  Fax: 914.366.7384

INDEPENDENT AUDITOR’S REPORT

Board of Directors
Westrock Capital Management, Inc.

We have audited the accompanying statement of financial condition of Westrock Capital
Management, Inc. as of December 31, 2008 and the related statements of operations, changes in
stockholders’ 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 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 internal control over financial
reporting. Accordingly, we express no such opinion. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
mncludes 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 Westrock Capital Management, Inc. as of December 31, 2008, 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 Schedules I, II and III 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 our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Gianfranco Ricciardella, CPA
Tarrytown, New York

January 27, 2009
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WESTROCK CAPITAL MANAGEMENT, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Cash and cash equivalents

Due from clearing broker

Securities owned at fair market value
Deposit held by broker

Other assets

Capitalized assets, net of accumulated depreciation

And amortization of $114,409 in 2008

Total Assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Liabilities
Accrued expenses and accounts payable
Due to Broker
Note Payable

Total Liabilities

Stockholder’s Equity
Capital stock — No par value, $250 stated value
Authorized — 1,000 shares
Issued and outstanding — 40 shares
Additional paid-in capital
Retained Earnings

Total Stockholder’s Equity -

Total Liabilities and Stockholder’s Equity

The accompanying notes are an integral part of these financial statements.
2-

$ 42,187
2,540
207,565
50,000
771

81,765

$ 384.828

$ 2492
126,885
53209

$ 182,586

10,000
146,976
45.266

202,242

$ 384,828



WESTROCK CAPITAL MANAGEMENT, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2008

Revenues: '
Commissions and fees $ 138,386
Interest and dividends , ' 16,426
Trading income (loss) on firm securities , (225,817)

Total Revenues | o (71,005)

Expenses: -

Clearing and regulatory charges ’ 39,739
Payroll and related expenses 5,611
Office and other expenses 140.868
Total Expenses | 186,218
Net Income (Loss) : $ (257.223)

The accompanying notes are an integral part of these financial statements.
-3



WESTROCK CAPITAL MANAGEMENT, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

Balance, January 01, 2008
Capital contributions
Capital withdrawals

Net Income

Balance, December 31,2008

Stock Additional
At Stated Paid-In Retained
Value Capital Earnings Total
$10,000 $ 146,976 $ 239,992 $ 396,968
- 62,497 62,_497
- - (257,223) (257,223)
$10.000 $ 146976 $ 45266 $ 202,242

The accompanying notes are an integral part of these financial statements.
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WESTROCK CAPITAL MANAGEMENT, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

Cash Flows From Operating Activities:
Net income
Adjustment to Net Income:
Depreciation and amortization
Changes in assets and liabilities:
Due from broker
Other assets
Investments at fair market value
Accrued expenses and accounts payable
Due to broker

Total Adjustments
Net Cash Used by Operating Activities

Cash Flows From Investing Activities:

Cash Flows From Financing Activities:
Bank loans payable
Payments on due to stockholder
Capital Additions

Net Cash Provided by Financing Activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

~ Cash and cash equivalents, end of year

Supplemental Cash Flows Information:
Interest paid

$(257,223)

7,841
11,421
(40)
306,005
(7,235)
(195.649)

122,343

(134.880)

53,209
(11,591)
62.497

104,115
(30,765)

72,952

$ 42,187

$ 3.423

The accompanying notes are an integral part of these financial statements.
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WESTROCK CAPITAL MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Note 1 — Organization and Nature of Business:

Westrock Capital Management, Inc. (the company), an S Corporation, was incorporated in the
State of New York on July 1, 1996. The Company is a broker-dealer registered with the
Securities and Exchange Commission (SEC) and is a member of the National Association of
Securities Dealers (NASD). The Company’s operations primarily consist of securities
transactions performed on an agency basis for customers.

Note 2 — Summary of Significant Accounting Policies:

(a) Securities transactions, commissions and related clearing expenses are recorded in the
accounts on a trade date basis.

(b) For purposes of the statement of cash flows the Company considers all highly liquid debt
instruments with maturity of three months or less to be a cash equivalent.

(c) The preparation of financial statements in conformity with accounting principals
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 revenue and expenses during the reporting period. Actual results
could differ from those estimates.

(d) Capitalized assets are recorded at cost and depreciated over their estimated useful lives
using accelerated methods.

(e) Securities owned are carried at fair value based on quoted market prices. Dividends and
interest are recorded on the accrual basis. Securities transactions are recorded on a trade
date basis. '

the 3 — Capitalized Assets:

A schedule of this account is as follows:

Furniture and equipment $84,822
Leasehold improvements 111.352
196,174

Less: accumulated depreciation and (114.409)
amortization $81.765

Depreciation and amortization of $7,841 is included as part of other expenses.

-6-



Westrock Capital Management, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Note 4- Income Taxes:

The Company has elected to be treated as an “S” corporation for Federal and State income tax
purposes. As a result, taxes on the corporation’s earnings are not provided as they are the
responsibility of the Company’s owners.

Note 5 — Net Capital Requirements:

As a member of the National Association of Securities Dealers, Inc. the Company is subject to the
net capital rule adopted and administered by the Association. The rule prohibits a member from
engaging in securities transactions at a time when its “aggregate indebtedness™ exceeds 15 times
its “net capital” as those terms are defined by the rule. As of December 31, 2008, the
corporation’s ratio of aggregate indebtedness to net capital was .67 to 1 and its net capital was
$82,763 compared with a net capital requirement of $5,000.

Note 6 — Commitments and contingencies:

The company is committed to a lease.of an office building which is owned by the Company’s
shareholders through December 2015. Minimum payments under the lease are as follows:

2009 $48,000

2010 48,000
2011 48,000
2012 48,000
Thereafter 144,000
$336.000

The rent expense of $48,000 is reported in Office and other expenses.

Note 7 — Concentrations:

The Company maintains all of its cash in financial institutions, which at times, may exceed
federally insured limits. The Company has not experienced any losses in such accounts and
believes it is not subject to any significant credit risk on cash.

During 2008, the Company provided services to two major customers, resulting in revenues of
approximately 13% and 10% of the Company’s total revenues.
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WESTROCK CAPITAL MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

Note 8 — Off-Balance Sheet Risk:

Pursuant to a clearance agreement, the Company introduces all of its securities
transactions to its clearing broker on a fully-disclosed basis. All of the customers’ money
balances and long and short security positions are carried on the books of the clearing
broker. In accordance with the clearance agreement, the Company has agreed to
indemnify the clearing broker for losses, if any, which the clearing broker may sustain
from carrying securities transactions introduced by the Company and must maintain, at
all times, a clearing deposit of not less than $50,000. In accordance with industry
practice and regulatory requirements, the Company and the clearing broker monitor
collateral on the customers’ accounts. In addition, the receivable from clearing broker is
pursuant to the clearance agreement.

In the normal course of business, the Company’s customer activities involve
the execution, settlement and financing of various customer securities
transactions. These activities may expose the Company to off-balance sheet
risk in the event the customer or other broker is unable to fulfill its contracted
obligations and the Company has to purchase or sell the financial instrument
underlying the contract at a loss.

Note 9 Line of Credit

In 2008 the Company opened a revolving line of credit of $100,000 with
Wachovia Bank at an interest rate of 3.75%. At December 31, 2008 the
balance due was $53,209.
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WESTROCK CAPITAL MANAGEMENT, INC.

COMPUTATION OF NET CAPITAL
DECEMBER 31, 2008

Total stockholders’ equity from statement of financial condition
Deductions and/or Charges:

Total non-allowable assets from statement of financial condition
Other Assets

Haircuts on firm investments including undue concentrations

Net Capital

Minimum net capital required on aggregate indebtedness

Minimum dollar net capital requirement of reporting broker or dealer
dealer and minimum net capital requirement of subsidiaries

Net capital requirement (greater of the above)

Excess net capital

Total A.L liabilities from statement of financial condition

Ratio: Aggregate indebtedness to net capital

SCHEDULE I

$ 202,242

(81,765)
(771)

(36.943)

$§ 82763

$ 3.713

$ 5.000

$ 5,000

$§ 77763

$§ 55.700

.67t01



SCHEDULE 1II
WESTROCK CAPITAL MANAGEMENT, INC.
EXEMPTION PROVISION UNDER RULE 15¢3-3
DECEMBER 31, 2008

An exemption from Rule 15¢3-3 is claimed based on the exemptive provision (k) (2) (ii) as all
customer transactions are cleared through another broker-dealer on a fully disclosed basis.

SCHEDULE
I

RECONCILIATION OF NET CAPITAL RULE 15¢3-1
PURSUANT TO RULE 17a-5(d) (4)
DECEMBER 31, 2008

There were no material adjustments from the initial fourth quarter Focus Part IIA report as filed.
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Gronpance Reiciarditts, CP A, FC.

. 520 White Plains Road, Suite 500
Tarrytown, NY 10591

Phone: 914.366.7383  Fax: 914.366.7384

Board of Directors
Westrock Capital Management, Inc.:

In planning and performing our audit of the financial statements of Westrock Capital
Management, Inc. (the Company), as of and for the year ended December 31, 2008, 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 an 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
consideration of control activities for safeguarding securities. This study included test 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 (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 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 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 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.

-11-

11 Eiler Lane, Irvington, NY 10533
Phone: 914.591.3295  Fax: 914.591.1379



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.

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, as described in the second paragraph of this report, were
adequate at December 31, 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, 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.

e

Gianfranco Ricciardella, CPA
Tarrytown, New York
January 27, 2009
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