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To the Stockholders
Riverbank Capital Securities, Inc.

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying statement of financial condition of Riverbank Capital Securities, 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 of 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
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 fairly, in all material respects, the
financial position of Riverbank Capital Securities, Inc. as of December 31, 2008, and the resuits 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 on page 10 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 Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statéments and, in our opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Haup 2 Gompog 13

February 25, 2009
New York, New York

A MEMBER OF MOORE STEPHENS INTERNATIONAL LIMITED AS: MOORE STEPHENS HAYS LLP

MOORE STEPHENS INTERNATIONAL LIMITED IS A GROUP OF INDEPENDENT FIRMS WiTH
OFFICES IN PRINCIPAL CITIES WITHIN NORTH AMERICA AND THROUGHOUT THE WORLD 1



RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2008

ASSETS
Cash and cash equivalents
Warrants - at fair value
Property and equipment, net of accumulated
depreciation of $42,985
Other assets

LIABILITIES AND STOCKHOLDERS® EQUITY

Liabilities
Accounts payable and accrued expenses
Deferred income taxes
Due to affiliate

Total liabilities
Commitments and contingencies {Notes 4, 5, 6 and 7)

Stockholders’ equity
Common stock, $.001 par value; 100 shares
authorized, 75 issued and outstanding
Additional paid-in capital
Retained earings

Total stockholders’ equity

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

201,622
41,400

5,481
17,961

266,364

35,222
900
116

36,238

75,000

- 155,126
. 230,126

266,364



RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF OPERATIONS

YEAR ENDED DECEMBER 31, 2008

Revenue
Placement fee income 3 1,558,351
Interest 11,564
Expense reimbursements 1,259
Unrealized depreciation on warrants {92,600)
1,478,574
Expenses
Salaries and benefits 1,087,238
Office expenses 26,595
Professional fees 53,575
Rent and occupancy 33,332
Other operating expenses 29,276
Regulatory fees 15,770
Depreciation 15,645
1,261,431
Income before provision for income taxes 217,143
Provision for income taxes 7,203
Netincome $ 209,940

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



RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2008

Common Stock

Number Additional Retained Stockholders’

of shares Amount paid-in capital earnings equity
Balance at January 1, 2008 | 60 $ - $ 60,000 $ 125,186 $ 185,186
Shares issued : 15 - 15,000 - 15,000
Dividends paid - - - (180,000) (180,000)
Net income, year ended December 31, 2008 - - - 209,940 209,940
Balance at December 31, 2008 75 $ - $ 75,000 $ 155,126 $ 230,126

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



RIVERBANK CAPITAL SECURITIES, INC.
STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2008

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

Cash flows from operating activities
Net income

Adjustments to reconciie net income to
net cash provided by operating activities
Depreciation
Unrealized depreciation on warrants
Deferred income taxes

Changes in operating assets and liabilities
Other assets
Accounts payable and accrued expenses
Due to affiliate

Net cash provided by operating activities

Cash flows from financing activities

Proceeds from issuance of common stock
Dividends paid

Net cash used in financing activities
Net increase in cash and cash equivalents
Cash and ‘eq'uiva!ents, beginning of the year

Cash and equivalents, end of the year

Supplemental disclosure of cash flow information

Income taxes paid

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

$ 209,940

15,645
92,600
(8,800)

(6,250)
9,201

(8,938)
303,398

15,000
(180,000)

(165,000)

138,398
63,124

$ 201,522

s 25000



RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Organization and business activities

The Company

Riverbank Capital Securities, Inc. (the “Company”) was incorporated under the laws of the State
of Delaware on October 5, 2004 and is registered as a broker-dealer with the Securities and
Exchange Commission (the “SEC") and is a member of the Financial Industry Regulatory
Authority (“FINRA"). The Company carries no customer funds or securities and therefore is
exempt from Rule 15¢3-3 of the Securities and Exchange Commission.

The Company is authorized to act as an agent in the private placement of securities and to
provide advisory services in connection with merger and acquisition transactions. The Company
provides services principally to companies which operate in the bio-technology industry. The
Company operates from its shared office facility located in New York, NY (Note 4).

Significant accounting policies
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 liabilittes and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Accordingly, actual results could differ
from those estimates.

Concentration of credit risk

The Company maintains all of its cash in bank deposit accounts at one financial institution which,
at times, exceed federally insured limits. The Company has not experienced any losses on these
accounts and believes it is not exposed to any significant risk on cash.

Cash and cash equivalents

The Company considers all highly liquid financial instruments with a maturity of three months or
less when purchased to be cash equivalents.

Property and equipment

Property and equipment are stated at cost. Maintenance and repairs are charged to expense as
incurred.  Additions, improvements and replacements are capitalized. Depreciation of property
and equipment is. provided for by the straight-line method over the ‘estimated useful-lives of the
related assets. The Company's assets are primarily computers and telephone equipment with
estimated useful lives of between three and five years.



RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Significant accounting policies (continued)
Revenue recognition

Private placement fees and expense reimbursements are recorded at the time the revenue is
earned and no longer subject to negotiation or refund.

The Company’'s placement fees are typically payable in cash at or following the closing of a
private placement. The Company's fees often include warrants to purchase a specified number
of the issuer’s securities. The Company earned 250,000 warrants in connection with one of its
2008 placement and advisory transactions.

Warrants

Warrants held by the Company are carried at fair value. The changes in fair value of the warrants
are computed using the Black-Scholes Option Pricing Model. The change in the fair value of
warrants is recognized in the statement of operations.

The fair value of warrants received by the Company, in connection with private placements of
securities, has been estimated by management in the absence of a readily ascertainable market
value. At December 31, 2008, the Company has determined, based upon the Black-Scholes
Option Pricing Model, that the fair value of these warrants is $46,100. The assumptions used in
the Black-Scholes Option Pricing Model were (i) strike prices ranging from $1.70 - $6.00, (i)
share prices between $0.02 - $1.80, (iii) estimated holding period of approximately 3 years from
December 31, 2008, (iv) volatility between 123.34% - 139.64% and (v) a risk free interest rate of
1.55%. Because of the inherent uncertainty of valuation, the estimated value may differ
significantly from the fair value that would have been used had a ready market for the warrants
existed, and the difference could be material.

Income taxes

The Company has elected to be treated as a Subchapter S Corporation for Federal and New

York State income tax purposes. As such, no provision.or liability is made for Federal and State

income taxes since such obligations are the responsibility of the individual stockholders. A

provision is made for local New York City Corporation Tax as New York City does not recognize
S Corporations as pass through entities and therefore the Company is subject to the tax.

The Company accounts for New York City income taxes using the liability method, which requires
the determination of deferred tax assets and liabilities, based on the differences between the
financial statement and tax bases of assets and liabilities, using enacted tax rates in effect for the
year in which differences are expected to reverse. The net deferred tax asset is adjusted by a
valuation allowance, if, based on the weight of available evidence, it is more likely than not that
some portion or all of the net deferred tax asset will not be realized. '

The Company has elected to defer the adoption of Financial Accounting Standards Board
(“FASB") Interpretation No. 48, Accounting for Uncertainty in Income Tax, an interpretation of
FASB- Statement No. 109 (“FIN 48”)." The effective date for FIN 48, as it relates to nonpublic
entities, is for fiscal years beginning after December 15, 2008.



RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Significant accounting policies (continued)

The Company recognizes a liability for income tax exposures if based on the available
information, it is probable that the relevant taxing authority would disagree with a tax position {or
some portion thereof) that will negatively affect the amount of taxes previously paid or currently
due and the Company can reasonably estimate the amount of the relevant taxing authority’s
assessment

The income tax returns of the Company are subject to examination by federal, state and city
taxing authorities. Such examinations could result in adjustments o net income or loss, which
changes could affect the income tax liability of the individual stockholders and/or the Company.

Recent accounting pronouncement

In February 2008, the Financial Accounting Standards Board (‘FASB”) issued FSP 157-2,
Effective Date of FASB Statement No. 157: Fair Value Measurements ("FSP 157-2"), which
amended Statement of Financial Accounting Standard No. 157; Fair Value Measurements
(“SFAS 1577). As such, SFAS 157 (as amended) is partially effective for measurements and
disclosures of financial assets and liabilities for fiscal years beginning after November 15, 2007
and is fully effective for measurement and disclosure provisions on all applicable. assets and
liabilities for fiscal years beginning after November 15, 2008. The Company does not expect the
adoption of FSP 157-2 to have a material effect on the Company’s financial statements.

In December 2008, FASB released FSP FIN 48-3, Effective Date of FASB Interpretation No. 48
for Certain Nonpublic Enterprises (“FSP FIN 48-3"). The FSP defers the effective date of FiN 48,
including nonpublic not-for-profit organizations, for fiscal years beginning after December 15,
2008. As such, the Company has elected to defer the application of FIN 48. For additional
information regarding the Company’s accounting policy for evaluating uncertain tax positions see
Note 2 to the accompanying audited financial statements. The Company does not expect the
adoption of FSP FiN 48-3 to have a material effect on the Company’s financial statements.

The Company does not believe that any other recently issued, but not yet effective, accounting
standards will have a material effect on the Company’s financial position or results of operations
when adopted. '

Related party transactions:

The Company entered into an Office Services Agreement with an affiliate in which the affiliate
provides payroll, office and administrative services to the Company. The Company reimburses
the affiliate for its share of such expenses. For the year ended December 31, 2008, reimbursable
expenses amounted to $231,339, of which $116 is unpaid at December 31, 2008.

As a result of these related party transactions, the financial condition and results of operations of
the Company, as reported, ‘are not necessarily- indicative of the results that would have been
reported had the Company operated completely independently. »



RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Net capital requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule 15¢3-1 of
the SEC, which requires the maintenance of minimum net capital, and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15:1. Net capital and
aggregate indebtedness change from day to day, but as of December 31, 2008, the Company
had net capital of $162,900, which exceeded its required minimum net capital of $5,000 by
$157,900.

Fair Value of Financial Instruments

The Company has determined the fair value of certain assets as of December 31, 2008 through
application of SFAS No. 157, Fair Value Measurements as follows:

Fair Value

Warrants to acquire common stock $ 41,400

The following table presents the Company’s fair value hierarchy for the above assets measured
at fair value on a recurring basis as of December 31, 2008:

Quoted Market Other
Prices in Active Observable Unobservable
Markets Inputs Inputs
(Lewvel 1) (Level 2) (Level 3)
Warrants to'acquire common stock  § - $ 41,300 $ 100

Financial-assets and liabilities valued using level 1 inputs are based on unadjusted quoted market
prices within active markets. Financial assets and liabilities valued using level 2 inputs are based
primarily on quoted prices for similar assets or liabilities in active or inactive markets. Financial
assets and liabilities using level 3 inputs were primarily valued using management’s assumptions
about the assumptions market participants would utilize in pricing the asset or liability. Valuation
techniques utilized to determine fair value are consistently applied.

The following table provides a summary of changes in fair value of the Company’s assets, as well
as the portion of gains or losses included in income attributable to unrealized depreciation that
relate to those assets held at December 31, 2008:

Warrants to
Acquire
Common Stock
Balance, January. 1, 2008

$ 134,000
Unrealized depreciation on warrants
(92,600)
Balance, December 31, 2008
$ 41400



RIVERBANK CAPITAL SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Income taxes

Provision (benefit) for income taxes for the year ended December 31, 2008 consists of the
foliowing:

New York City - current 3 16,004
New York City - deferred (8.801)
$ 7,203

Temporary differences that give rise to deferred tax assets and liabilities consist of (i) unrealized
gains and losses on warrants, (i) accelerated depreciation on fixed assets, and (iii) organizational
costs capitalized for income tax purposes.

Indemnifications

In the normal course of its business, the Company indemnifies and guarantees certain service
providers, such as clearing and custody agents, trustees and administrators, against-specified
potential losses in connection with their acting as an agent of, or providing services to, the
Company or its affiliates. The Company also indemnifies some customers against potential
losses incurred in the event specified third-party service providers, including subcustodians and
third-party brokers, improperly execute transactions. The maximum potential amount of future
payments that the Company could be required to make under these indemnifications cannot be
estimated. However, the Company believes that it is unlikely that it will have to make material
payments under these arrangements and has not recorded any contingent liability in the financial
statements for these indemnifications:

The Company provides representations and warranties to counterparties in connection with a
variety .of commercial transactions and-occasionally indemnifies them against potential losses
caused by the breach of those representations and warranties. The Company may also provide
standard indemnifications to some counterparties to protect them in the event additional {axes are
owed or payments are withheld, due either to a change in or adverse application of certain tax
laws. These indemnifications generally are standard contractual terms and are entered info in the
normal course of business. The maximum potential amount of future payments that the
Company could be required to make under these indemnifications cannot be estimated.
However, the Company believes that it is unlikely it will have to make material payments under
these arrangements and has not recorded any contingent liability in the financial statements for
these indemnifications.
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RIVERBANK CAPITAL SECURITIES, INC.
SUPPLEMENTARY INFORMATION

COMPUTATION OF NET CAPITAL AND OTHER STATEMENTS REQUIRED
BY RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

Stockholders' equity $ 230,126
Allowable credits - deferred income tax liability 900
231,026

Less non allowable assets
Warrants - at fair value (41,400)
Property and equipment, net (5,481)
Other assets {(17.961)
Total net capital before haircuts 166,184

Less haircuts on securities
Money market funds (3,284)
Net capital $ 162,900

Minimum net capital requirement (the greater

of 6-2/3% of aggregate indebtedness or $5,000) $ 5,000
Excess net capital $ 157,900

Excess net capital at 1,000% .
(net capital less 10% of aggregate indebtedness $ 159,366

AGGREGATE INDEBTEDNESS

Total aggregate indebtedness 3 35,338

Ratio of aggregate indebtedness to net capitai .22:1

There were no material differences between the above calculation of net capital and the net capital as
reported in the Company’s part HA of the FOCUS report Form X-17A-5.

The Compan'y claims an exemption to the proviéions of Rule 15¢3-3-0of the Securities and Exchange
Commission under paragraph (k)(2)(i) of the Rule.

All other disclosures required under Rule 17a-5 of the Securities and Exchange Commission are not
applicable to the Company.

The accompanying notes are an integral
part of these financial statements.
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To the Stockholders
Riverbank Capital Securities, Inc.

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL REQUIRED BY
RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION FOR A
BROKER-DEALER CLAIMING AN EXEMPTION FROM RULE 15¢3-3

In planning and performing our audit of the financial statements and supplemental schedules of
Riverbank Capital Securities, 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 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 tests of compliance with such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g) in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e) L

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

12
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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 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
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, 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 pames

H 2 Cs‘m
t
February 25, 2009
New York, New York
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