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OATH OR AFFIRMATION

I W l LL /Aﬂ/l e . la cEeE , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Rice CI\WAVCAL SERILES. JuC.- , as

7

of D ECeEMBEL S | ,20. 09, are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

)
77
LA —

?}Z = tDéM —

Title
, { DARRELL E. GILL
- Notary Public, Maine

7 Notary Public My Commission Expires July 2, 2013

classified solely as that of a customer, except as follows:

'llglzjx’report ** contains (check all applicable boxes):
(a) Facing Page.~
IZ/ b) Statement of Financial Condition.—
LM {c) Statement of Income (Loss). —
2 d) Statement of Changes in Financial Condition. .

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital. ~—
]g/(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.
[1 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
B o A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
, Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
(] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

(1) An Oath or Affirmation.
LI (m) A copy of the SIPC Supplemental Report.
O ) A report describjng any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

0 statemeit of Cash flows

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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W. R. Rice Financial Services, Inc. ‘g\ O
938 Forest Avenue ' ‘ v e g\{)“a
Portland, ME 04103 } R\ G\ N

In planning and performing our audit of the financial statements of W. R. Rice Financial Services,
Inc. (the Company), as of and for the year ended December 31, 2009, 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)(l) 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 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 practlces and procedures followed by the
Company in any .of the following:

1. Making quarterly securltles examinations, counts, verlficatlons, and comparisons
and recordatlon 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 statéments in conformity with generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practlces and
procedures listed in the precedlng 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'vto the risk that they may becoine inade‘quate 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 s1gnlfieant 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 consnderatmn 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 praetfces 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 understandmg 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, 2009, to meet the SEC’s objectives.

This report is intended solely for the information and use of 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 parties.

Clark, Friel and Joyce, P. A.
February 21, 2010

(Rark, Feir md,gyw, as
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Independent Auditors’ Report

W. R. Rice Financial Services, Inc.
938 Forest Avenue '
Portland, ME 04103

We have audited the accompanying statement of financial condition of W. R.
Rice Financial Services, Inc. (an S corporation) as of December 31, 2009,
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-
S5 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
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 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 W. R. Rice Financial
Services, Inc. at December 31, 2009, 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 the
Computation of Net Capital Under Rule 15c3-1 of the Securities and Exchange
Commission 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 under 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.

CQa;h, Tt M@IQ@% / A.

Clark, Friel and Joyce, P.A.
February 21, 2010 ,
. -2-



W. R. Rice Financial Services, Inc.
STATEMENT OF FINANCIAL CONDITION
December 31, 2009

ASSETS
CURRENT ASSETS _ , _ .

' Cash and cash equivalents : , $ 13,354
Commissions receivable - ' : - 6,460
Prepaid expenses ' ‘ 10,995
Marketable secur;t;es, ava;lable for sale » 109,663

Total current assets ' A : . 140,472
PROPERTY AND EQUIPMENT (at cost) '

Furniture and equipment _ 31,977

Leasehold improvements » o A 25,330

. , , . 57,307

Less accumulated depreciation . o 40,870

Total property and equipment : i _ . o 16,437

$156,909

LIABILITIES AND STOCKHOLDER'S EQUITY _

CURRENT LIABILITIES

Accounts payable ' ' g ‘ $ 1,304
Accrued expenses ’ _ 8,185
Note payable - line of credit _ : - . ) 30,025
Note payable -~ payments due within one year ' : 4,624

Total current‘liabilitieS* - ' : 44,138

STOCKHOLDER'S EQUITY
Common stock, no par value, 3,000 shares:

authorized, issued and outstanding 20,000
Additional paid-in capital : 20,000
Retained earnings 62,702
Accumulated other comprehensive income ’ ’

Unrealized gains on marketable securities ’ ' 10,069

Total stockholder’s equity ' 112,771

$156,909

The accompanying notes are an integral part of these statements.
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W. R. Rice Financial Services, Inc.
STATEMENT OF INCOME _
Year Ended December 31, 2009

" REVENUES -
Commissions
Financial plannxng and advisory fees
Other income
Interest income

Total revenues

OPERATING EXPENSES
Commissions paid
Officer’s salary
Office rent
Other wages
Repairs and mazntenance
Insurance
Professional fees
Payroll taxes _
Telephone and utilities
Regulatory fees
Office supplies and postage
Cantella maintenance fees
Travel and entertainment
Equipment rental
Depreciation
Computer expenses
Memberships, publications and 11cense fees
Advertising and pramot;on
Miscellaneous
Interest expense
Pension expense
Representative expense relmbursement

Total operating expenses

NET INCOME

The accampenying notes are an integral part of these statements.

-4-

$391,529
33,229
14
155

424,927

266,521
75,000
26,000

3,565
6,471
11,228
10,223
6,246
7,858
550
2,498
2,030
2,366
1,288
1,642
1,819 -
619
592
2,452
2,350
10,000
(34,729)

406,589

$_18,338



W. R. Rice Financial Services, Inc.
STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY
Year Ended December 31, 2009

Accumulated

‘Additional. _ Other

Common ~ Paid-in Retained Comprehensive

Stock Capital Earnings. Income Total
'Balance, beginning $20,000  $20,000  $92,296 = $37,250 $169,546
Net income = - - " 18,338 - 18,338
Stockholder distributions - _ - - (47,932) - (47,932)
Change in unrealized gains ' : v : -

on marketable securities. - - - (27,181) (27,181)

Balance, ending $20,000  $20,000 $62,702  $10,069 $112,771

The accompanying notes are an integral part of these statements.
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W. R. Rice Financial Services, Inc.
-STAEEMENT OF CASH FLOWS
" Year Ended December 31, 2009

CASH FLOWS FROM OPERATING ACTIVITIES
Net income

Aﬂjustments to reconcile net income to net
cash provided by operatlng act;v:t;es
Depreciation
Increase in commissions recelvable
Decrease in due from stockholder
Increase in prepaid expenses
Increase in accounts payable and accrued expenses:

Total adjustments
Net cash‘provided-by operating activities.

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment

CASH FLOWS FROM FINBNCING ACTIVITIES
Net payments on note pavable - line of cred:t :
~ Proceeds from note payable (net) ”
Stockholder distributions

Net cash used by financing activities

DECREASE IN CASH
Cash, beginning

Cash, endihg

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid during the year for interest

The accompanying notes are an integral part of these statements.
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$18,338

1,642
(1,831)
36,000

(10,454)

1,979
27,336

45,674
(9,522)

(5,975)
4,624
(47,932)

(49,283)

(13,131)
26,485

- $13,354

$_2,289



W. R. Rice Financial Services, Inc.
NOTES TO FINANCIAL STATEMENTS
December 31, 2009
SUMMARY OF - SIGNIFICANT ACCOUN'I‘ING POLICIES

Nature of Business

The  Company is a broker-dealer engaged primarily in transactions in
securities. The Company does business on a fully disclosed basis and,
therefore, does not hold or maintain any customer accounts. The Company is
a registered broker under the Securities Exchange Act of 1934 and is a
member of the Financial Industry Regulatory Association (FINRA) and the
Securities Investor Protection Corporation (SIPC). The Company was
incorporated in 1994 in the State of Maine. ' '

Account ing Method .

The COmpa.ny m:.nta.:.ns its account:.ng records on the accrual bas:.s of
accounting.

Commissions VReceiv‘a‘.ble

Bad debts are charged to operations in the year in which the account is
determined uncollectible. . ' If the reserve method of accounting for
uncollectible accounts were used, it would not have a material effect on
the financial statements. v

Depreciation

Property and equipment are stated at cost. Additions, renewals and
bettement_:s, unless of relatively minor amounts, areca.pitalized. '

Depreciation, is computed by using the _stra.ight-line method over the
estimated useful lives of the assets, which is from five to thirty nine
vyears. Depreciation expense for the year ended December 31, 2009 was
$1,642. : :

.~ When property and equipment is sold or retired, the related cost and any
accumulated depreciation is removed :Erom the accounts and any gain or loss

is :.ncluded in operations.

Income Taxes

The Company has elected by consent of its stockholder to be taxed under
the provisions of Subchapter S of the Internal Revenue Code. Such an
election requires the stockholder to report the Company’s taxable income
with the stockholder 8. individual income tax returns. Therefore, no
provision or liability for Federal or state income taxes is presented in
these financial statements. ’ '

Commissions

Comm15510ns are recorded on a trade-date bas;s as securltles transact;ons‘
occur.



W.IYR'. Rice Financial Services, Inc.
NO'.I'.‘ES TO FINANCIAIL STATEMENTS
December 31, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.)

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash
equivalents as highly ligquid investments, with or:l.g:.nal maturities of less
‘than ninety days and is not held for sale in the ordinary course o:E
business. -

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 during the reporting period
and at the date of the f:.nanc:.al statements. Actual results could differ
from those estimates. ‘ R

Advertising COSts ,

Advertisin§ ‘costs are cha_rged to operations when incurred.
NET CAPITAL REQUIREMENTS

The Company is sub:ect to the Secur:l.t:l.es and Exchange COmm:.ss:l.on Uniform
Net Capital Rule (SEC rule 15c3-1), 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 to 1 (and the rule of
the “applicable” exchange also provides that equity capital may not be
withdrawvn if the resulting net capital ratio would exceed 10 to 1).

LINE OF CREDIT L o ' A -

The Company has available a line of credit of $50 000, paya.ble on demand,
with interest payable monthly at the Wall Street Journal prime (4.25%) at
December 31, 2009. The stockholder personally guarantees the line of
credit. The outstanding balance at December 31, 2009 was $30,025.

PROFIT SHARING PLAN

The Company has established a noncontributory profit-sharing retirement
plan for its eligible employees. The Company’s contribution is determined
solely at the discretion of the stockholder. The plan is qualified under
. the. Internal Revenue Code. All contributions are being paid to the
' trustees of the plan. The stockholder elected to make a contribution to _
the plan for the year ended December 31, 2009 -of $10,000.

RELATED PARTY TRANSACTIONS
In November 1997, the Company began leasing office space from its sole

stoekholder,’ The rent paid in 2009 was $26,000. There is no formal lease
agreement as of December 31, 2009.



W. R. Rice Financial Services) Inc.
NOTES TO FINANCIAL S'.I.‘ATEMEN'I‘S
December 31, 2009

DEPOSI'I‘,‘S HELD BY FINANCIAL INSTITUTIONS

At year-end, the carrying amount of the Company’s deposits was $13,354 and
the bank balance was $26,823. The principal difference between these
amounts are outstand;ng checks. The bank balance is categorized as
follows: : ‘ N '

Amount insured by the FDIC or collateralized with _
secur:tles held by the Company in its mname ‘ o $26,823

Amount collateral;zed w;th securities held by the
pledglng financial 1nst1tut10n s trust department

in the CQmpany s name : o , v _—
- Amount uninsured.and uncolléteralized _ . : o ‘ : | -
Total bank‘balance ' : : R 826,823

LEASE COMMITMENT

The Company leases office equipment under an operating lease that will
gxpire in September 2011. The rent expense under this 1ease for the year
ended December 31, 2009 was $1,288. v

Future minimum lease payments are as follows;
Years ending

December 31, . v _ _
2010 ‘ 7 : : $1,522

2011 . ' ; : Lo ' o 1,054
. $2,576

MARRETABLE SECURITIES

Marketable securities are classified as available for sale. Available for
sale securities are reported at fair market value, with unrealized gains
and losses excluded from earnings and reported in a separate component of
stockhblder's equity. :

Cost and fair wvalue of marketable securltles available fof sale at
December 31, 2009 is as follows: -

Unrealized Fair

Cost . Gains Value
Marketable securities (level 1) $99,594  £10,069  $109,663



W. R. 'R:i.'ee Financial Services, Inc.
NOTES TO EINBNCIAL STATEMENTS
' Dece:_n.ber 31, 2009

COMPENSATED ABSENCES

Enployees of the Company are ent:.tled to pa:l.d vacation depending on length '
of service and other: factors. At December 31, 2009, the value of"
‘accumulated vacation leave could not be estimated. However, it would not
have a mterial effect on the financial statements. E o '

NOTE PA!IBLE
'.l‘he Company f:.nanced insurance prem:l.ums total:.ng $10 183, paya.ble in nine
monthly :.nstallments of 81,181 (principal and interest) through April 2010

with an interest. rate of 10. 45%. The outstanding balance at December 31,
' 2009 was $4,624. : : ‘

-10-~



- W. R. Rice Financial Services, Inc.
'COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

: December 31, 2009

NET CAPITAL
Stockholder s equ;ty from statement of f;nanc;al cond;tlon

, Add° : :
Subordlnnted borrowxngs allowable
in cqmputatlon of net cep;tal
Other (deductions) or allowable credits

Total stockholder's equity and subordinated borrowinge-
Deductions and/or charges.

Nonallowable assets , , _ :
Accounts receivable _ ' ‘ -

Prepaid expenses : : 10,995
Property and equzpment (net of . ‘ : .
‘accumulated depreciation) : - T 16,437
' Other dednct;ons and/or charges . j L -

Net cap;tal before ha:rcuts on securities poeitions

Ha1rcuts on secur1t1es (computed, where. appllcable,
pursuant -to 15¢3-1(f)):

Contractual securities commitments ‘ : -

Subordinated securities borrowings R -

Trading and investment securities: =~ ' ' :
Exempted securities ' i -
Debt securities ' : ' Lo -
Options ' ' o ' S - :
Other securities v o ‘ 16,449
Undue concentration o ‘ o : 14,949

Net capital

Aggregate Indebtedness :

Total aggregate 1ndebtedness 11ab111t1es from

statement of financial condltlon

Add: o »
Drafts for immediate credit v : ‘ -
Market value of securities borrowed for which no

equivalent value is paid or credited : -
Other unrecorded amounts ' -

Total'aggregate indebtedness

-11-

$112,771

112,771

© (27,432)

85,339

31,398

$_53,941

$ 44,138

$ 44,138



W. R. Rice Financial Services, Inc.
COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION (CONT )
-~ December 31, 2009

Camputat;on ‘of Ba51c Net Cap1ta1 Requ;rement

Mlnlmum net capltal requ;red (6-2/3% of total aggregate o
1ndebtedness) S : ‘ : - $ 2,943

Minimum net cap;tal_reqnirement of reporting broker or _
- dealer and minimum net capital requirement of subsidiaries

computed in accordance with rule 15¢3-1 - 5,000
Net capital requirement (greater of above mininumsj v ' ‘ 5,000

Excess net capital (net capital less net

capital requ;rement) _ R . _ . 48,941
. Excess net capital at 1000% - ' ' - $48,941
Percentage'of aggregate indebtedness to met capital = o 81.8%

'There is no mater1a1 dlfference between the audited 00mputat10n of Net

Capital and the corresponding unaudited Part IIA of the Form X-17A-5 FOCUS
report.

_The Company is exempt from Rule 15c3-3 of the Secur;tles and Exchange
cgmmlsszon under paragraph (K)(Z)(ll) of that rule. _ .

-12-



