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OATH OR AFFIRMATION

Laura McGrath swear or affirm that to the best of my knowledge and belief the accompanying financial
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McGladrey Pullen

Certified Public Accountants

Independent Auditors Report

To the Stockholders

James River Securities Corp

Manakin-Sabot Virginia

We have audited the accompanying consolidated statements of financial condition of James River Securities Corp

and subsidiary the Company as of December 31 2009 and the related consolidated statements of operations

changes in stockholders equity and cash flows for the year then ended that you are filing pursuant to Rule 7a-5

under the Securities Exchange Act of 1934 These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our audit The

consolidated financial statements of James River Securities Corp and subsidiary for the year ended December 31

2008 were audited by other auditors whose report dated February 24 2009 expressed an unqualified opinion on

those statements

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 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 reasonable basis for our opinion

In our opinion the 2009 consolidated financial statements referred to above present fairly in all material respects the

financial position of James River Securities Corp and subsidiary as of December 31 2009 and the results of their

operations and their 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 consolidated financial statements taken

as whole The information contained in Schedule is presented for purposes of additional analysis and is not

required part of the basic consolidated financial statements but is supplementary information required by Rule 7a-5

under the Securities Exchange Act of 1934 This schedule is the responsibility of the Companys management 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 whole

E447
Richmond Virginia

February

McGladrey PulIen LLP is an independent member firm of RSM Intemafional

an affihiafion of separate and independent legal entities



James River Securities Corp and Subsidiary

Consolidated Statements Of Financial Condition

December 31 2009 And 2008

Assets

Cash

Due from affiliates

Total assets

Liabilities And Stockholders Equity

Current Liabilities

Accrued expenses

Stockholders Equity

Common stock $1.00 par value 1000 shares authorized

and outstanding

Paid-in capital

Retained earnings deficit

Total stockholders equity

Total liabilities and stockholders equity

See Notes To Consolidated Financial Statements

2009 2008

193551 136870

3000

193.551 139.870

24.495 3265

1000

1424000

1255944

169056

193.551

1000

1224000

1088395

136605

139870



James River Securities Corp and Subsidiary

Consolidated Statements Of Operations

Years Ended December 31 2009 And 2008

Expenses

2009 2008

Administrative fees

Professional fees

Other expenses

105816

53940

7793

167.549

105816

93175

3683

202674Total expenses

Net loss

See Notes To Consolidated Financial Statements

167.549 202.674



Total

Equity

Balance at January 2008 139279

Capital contributions 200000

Net loss 202674

Balance at December 31 2008 136605

Capital contributions 200000

Net loss 167549

169.056

James River Securities Corp and Subsidiary

Consolidated Statements Of Changes In Stockholders Equity

Years Ended December 31 2009 And 2008

Common Paid-In

Stock Capital

1000 1024000

200000

Retained

Earnings

Deficit

885721

202674

1000 1224000 1088395

200000

167549

1424000 1255944__$ --
Balance at December 31 2009 1.000

See Notes To Consolidated Financial Statements



James River Securities Corp and Subsidiary

Consolidated Statements Of Cash Flows

Years Ended December 31 2009 And 2008

Cash Flows From Operating Activities

Net loss

Adjustments to reconcile net loss to net cash used in operating

activities

Bad debt expense

Changes in assets and liabilities

Due from affiliate

Accrued expenses

Net cash used in operating activities

Cash Flows From Financing Activities

Contributions from stockholders

Net cash provided by financing activities

Net increase decrease in cash

Cash beginning of year

Cash end of year

See Notes To Consolidated Financial Statements

200000 200000

200000 200000

56681 3707

136870 140577

193.551 136.870

2009 2008

167549 202674

3000

21230

143319

1000
33

203707



James River Securities Corp and Subsidiary

Notes To Consolidated Financial Statements

Note Nature of Business And Significant Accounting Policies

Nature of business James River Securities Corp and subsidiary the Company operates in Virginia as an

introducing broker-dealer James River Securities Corp.s wholly owned subsidiary James River Insurance Agency

LLC is licensed with the Commonwealth of Virginias Bureau of Insurance to solicit negotiate effect or procure

variable life insurance and variable annuities The Company is registered as broker/dealer under the rules and

regulations of the Securities and Exchange Commission the SEC is member of the Financial Industry Regulatory

Authority FINRA and is registered as an Introducing Broker with the Commodity Futures Trading Commission the

CFTC The broker/dealer registration with the SEC permits the Company to conduct business primarily in direct

participation programs on best efforts basis and to act as finder or marketing agent with respect to real estate

investment trusts involving either public offerings or private placements The Company also has approval to conduct

business in the sale of variable annuity contracts and privately placed variable life insurance

The Company operates under the exemptive provisions of paragraph k2i of rule 5c3-3 of the SEC Therefore

the Company does not have customer accounts and thus does not carry margin accounts or receive customer funds

or securities which it would have to transmit promptly in connection with its activities as broker or dealer The

Company does not otherwise hold funds or securities for or owe money to customers nor does it have financial

transactions between the broker or dealer and customers through which bank accounts have been designated as

Special Accounts for the Exclusive Benefit of Customers of the Company

Method of reDortinci The consolidated financial statements include the accounts of the Company and its wholly

owned subsidiary All material inter-company accounts and transactions are eliminated in consolidation

summary of the Companys significant accounting policies follows

The Company follows accounting standards established by the Financial Accounting Standards Board the FASB to

ensure consistent reporting of financial condition results of operation and cash flows References to Generally

Accepted Accounting Principles GAAP in these footnotes are to the FASB Accounting Standards Codification1M

sometimes referred to as the Codification or ASC The Codification is effective for periods ending on or after

September 15 2009

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 the disclosure of contingent assets and liabilities at the date of the financial statements and the reported

amounts of revenues and expenses during the reporting period Actual results could differ from those estimates

Income taxes On January 2009 the Company adopted the accounting standard on accounting for uncertainty in

income taxes which addresses the determination of whether tax benefits claimed or expected to be claimed on tax

return should be recorded in the consolidated financial statements Under this guidance the Company may

recognize the tax benefit from an uncertain tax position only if it is more-likely-than-not that the tax position will be

sustained on examination by taxing authonties based on the technical merits of the position The tax benefits

recognized in the consolidated financial statements from such position are measured based on the largest benefit

that has greater than 50% likelihood of being realized upon ultimate settlement The guidance on accounting for

uncertainty in income taxes also addresses de-recognition classification interest and penalties on income taxes and

accounting in interim penods The Company would recognize any interest and penalties on income taxes as

component of income tax expense in the consolidated statements of operations



James River Securities Corp and Subsidiary

Notes To Consolidated Financial Statements

Notel Nature of Business And Significant Accounting Policies Continued

Subsequent events The Company has evaluated subsequent events for potential recognition or disclosure through

February 23 2010 the date that the consolidated financial statements were issued The Company has determined

that there are no such subsequent events to report

Reclassifications Certain prior year amounts in the consolidated statements of operations have been reclassified to

conform to the current year presentation

Note Related Party Transactions

The Company has no paid employees The Company is charged an administrative fee by related entity James

River Financial Corp JRFC The fee is based on an estimation of the administrative services to be rendered is

reviewed periodically and may be changed as determined appropriate by mutual consent of JRFC and the Company

The total administrative fee paid by the Company was $105816 for the years ending December 31 2009 and 2008

Note Income Tax Status

The Company with the consent of its stockholders has elected to be taxed under sections of federal and the

Commonwealth of Virginia income tax law which provide that in lieu of corporation income taxes the stockholders

separately account for their pro rata shares of the Companys items of income deductions losses and credits As

result of this election no income taxes have been recognized in the accompanying consolidated financial statements

FASB issued new guidance on accounting for uncertainty in income taxes The Company adopted this new guidance

for the year ended December 31 2009 Management evaluated the Companys tax positions and concluded that the

Company had taken no uncertain tax positions that require adjustment to the consolidated financial statements to

comply with the provisions of this guidance With few exceptions the Company is no longer subject to income tax

examinations by the U.S federal state or local tax authorities for years before 2005

Note Net Capital Requirements

The Company is broker-dealer subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 5c3-1 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 Rule 5c3-1 also provides that equity capital

may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to At December 31

2009 the Company had net capital of $169056 which was $119056 in excess of its required net capital of $50000

The Companys net capital ratio was 0.14 to



James River Securities Corp and Subsidiary

Computation Of Net Capital Under SEC Rule 15c3-1

December 31 2009

Schedule

Net Capital

Stockholders Equity

Net capital

Aggregate Indebtedness

Accounts payable and accrued liabilities

Computation of Basic Net Capital Requirements

Minimum net capital required

the greater of $50000 or 62/3% of aggregate indebtedness

169056

169056

24495

50000

119056Excess net capital
________________

Ratio of aggregate indebtedness to net capital 0.14 to

Note There are no mateal differences between the above computation and the Companys corresponding

unaudited Part II of Form X-17A-5 as of December 31 2009



McGladrey Pullen

Certied Public Accountants

Independent Auditors Report

On Internal Control

To the Stockholders

James River Securities Corp

Manakin-Sabot Virginia

In planning and performing our audit of the consolidated financial statements of James River Securities Corp and

Subsidiary 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 Companys internal control over financial

reporting internal control as basis for designing our auditing procedures for the purpose of expressing our opinion

on the consolidated financial statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the Companys

internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made 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-5g in making the periodic computations of aggregate indebtedness and net capital

under Rule 7a-3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3 Because the

Company does not carry securities accounts for customers or perform custodial functions relating to customer

secunties we did not review the practices and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and the recordation of

differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

In addition as required by Regulation 1.16 of the Commodity Futures Trading Commission CFTC we have made

study of the practices and procedures followed by the Company including consideration of control activities for

safeguarding customer and firm assets This study included tests of such practices and procedures that we

considered relevant to the objectives stated in Regulation 1.16 in making the periodic computations of minimum

financial requirements pursuant to Regulation 1.17

The management of the Company is responsible for establishing and maintaining internal control and the practices

and procedures referred to in the preceding paragraphs 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 paragraphs and to assess whether those practices and procedures can be

expected to achieve the SECs and the CFTCs 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 managements authorization and recorded properly to permit

the preparation of financial statements in conformity with generally accepted accounting principles Rule 7a-5g and

Regulation 1.16d2 list additional objectives of the practices and procedures listed in the preceding paragraphs

McGladrey Pullen LLP isa member firm of RSM Intemabonal

an affiliation of separate and independent legal entities



Because of inherent limitations in internal control or 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 effecveness of their design and

operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements on

timely basis

significant deficiency is deficiency or combination of deficiencies in internal control that is less severe than

material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and

was not designed to idenfy all deficiencies in internal control that might be material weaknesses and therefore there

can be no assurance that all material weaknesses have been identified We did not identify any deficiencies in

internal control and control acvities for safeguarding securifles 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 and third

paragraphs of this report are considered by the SEC and CFTC to be adequate for their purposes in accordance with

the Securities Exchange Act of 1934 the Commodity Exchange Act and related regulaons and that practices and

procedures that do not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and procedures

as described in the second and third paragraphs of this report were adequate at December 31 2009 to meet the

SECs and CFTCs objectives

This report is intended solely for the information and use of the Director Stockholders management the SEC the

CFTC the Financial Industry Regulatory Authority the National Futures Association and other regulatory agencies

that rely on Rule 7a-5g under the Securities Exchange Act of 1934 or Regulation 1.16 of the CFTC or both in their

regulation of registered brokers and dealers and introducing brokers and is not intended to be and should not be

used by anyone other than these specified parties

Richmond Virginia

February 23 2010
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