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OATH OR AFFIRMATION

Michael Murray 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 Securities LLC d/b/a Rice Financial Products Company as

of December 31 2009 are true and correct further swear or affirm that

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

classified solely as that of customer except as follows

STACY ALMEYDA
NOTARY YORK

Signature

Qualified in Ki lnY Chief Executive Officer
My Comnisson ExpIres February 17 2013

Title

Thc4 AL
3otary

Public

This report contains check all applicable boxes
E1 Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15 c3 -1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

t1 An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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Briggs Veselka Co
PROFESSIONAI CORPORATION

Certified Public Accountants and Business Advisors

To the Member

Rice Securities LLC formerly Apex Securities Inc and Subsidiaries

dba Rice Financial Products Company
New York New York

Independent Auditors Report

We have audited the accompanying consolidated statements of financial condition of Rice

Securities LLC formerly Apex Securities Inc and Subsidiaries dba Rice Financial Products

Company the Company as of December 31 2009 and 2008 The consolidated 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 of expressing an opinion on the effectiveness of the Companys internal control over

financial reporting Accordingly we express no such opinion An audit 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 of the consolidated statements of financial condition provide reasonable

basis for our opinion

In our opinion the consolidated statements of financial condition referred to above present fairly

in all material respects the consolidated financial position of Rice Securities LLC formerly

Apex Securities Inc and Subsidiaries dba Rice Financial Products Company as of

December 31 2009 and 2008 in conformity with accounting principles generally accepted in the

United States of America

riggsVeselka Co
Professional Corporation

Certified Public Accountants

February 25 2010

ST FIC 713.667.9147 Tel 713.667.1697 Fax

6575 West Loop South Suite 700 .Bellaire Texas 77401 .www.bvccpa.com II
Member of the Center for Public Company Audit Firms of the American Institute of Certified Public Accountants



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDJAIRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

ASSETS 2009 2008

Cash and cash equivalents 901647 96795

Accounts receivable net of allowance of $-0-

at December 31 2009 and 2008 1121601 114170

Related party receivable 1067975 1771257

Deposits with clearing organizations 1782745 827006

Deferred tax asset 5247

Income tax receivable 77010

Other assets 87834 86636

TOTALASSETS 5038812 2901111

LIABILITIES SUBORDINATED BORROWINGS
AND STOCKHOLDERS DEFICIT AND
MEMBERS EQUITY

LIABILITIES

Accounts payable and accrued liabilities 918211 595718

SUBORDINATED BORROWINGS 2676505 2525257

STOCKHOLDERS DEFICIT AND
MEMBERS EQUITY

Common stock $.20 par value 10000000 shares

authorized 101719 shares issued and outstanding 20344

Accumulated deficit 240208
Members equity 1444096

TOTAL STOCKHOLDERS DEFICIT AND

MEMBERS EQUITY 1444096 219864

TOTAL LIABILITIES SUBORDINATED

BORROWINGS STOCKHOLDERS
DEFICIT AND MEMBERS EQUITY 5038812 2901111

The accompanying notes are an integral part ofthese consolidated statements ofjmnancial condition



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIIITAJRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

NOTE NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Nature of Organization

Rice Securities LLC dba Rice Financial Products Company the Company was formed on

June 15 2009 Prior to June 15 2009 the Companys legal name was Apex Securities Inc which

was incorporated on November 1987 under the laws of the State of Texas On June 15 2009 the

Company converted from corporation to limited liability company and processed legal name

change to Rice Securities LLC The Company has operated under the laws of the State of Delaware

since June 15 2009

The Company is wholly-owned subsidiary of Rice Derivative Holdings LP Rice The

Company has operated using the dba Rice Financial Products Company since March 2007 The

Company is registered as broker/dealer in securities with the Securities and Exchange Commission

SEC and is member of the Financial Industry Regulatory Authority FINRA and the

Municipal Securities Rulemaking Board MSRB 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

In June 2009 the Company formed two wholly-owned subsidiaries Rice Capital Access Program
LLC and Rice Capital Marketing and Servicing LLC In combination these entities provide various

managerial and administrative services and assistance to the United States Department of Education

with respect to its Historically Black College and University Capital Financing Program

Summary of Significant Accounting Policies

Consolidation

The Company maintains the accounts on the accrual method of accounting in accordance with

generally accepted accounting principles All material intercompany transactions and accounts

have been eliminated in consolidation

Use of Estimates

The preparation of consolidated statements of financial conditions 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 consolidated statements of

financial condition and the reported amounts of revenues and expenses during the reporting

period Actual results could differ from those estimates



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDIAIRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31 2009 AND 2008

NOTE 1- NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES CONTINUED

Summary of Significant Accounting Policies Continued

Cash and Cash Equivalents

The Company considers all highly liquid financial instruments with original maturities of ninety

90 days or less that are not pledged or otherwise restricted to be cash equivalents

Accounts Receivable

Accounts receivable are customer obligations due under normal trade terms requiring payment

within sixty 60 days from the invoice date Receivables are recorded when invoices are issued

and are presented in the consolidated statements of financial condition net of the allowance for

doubtful accounts The Company estimates the allowance for doubtful accounts based on

various factors with an emphasis on the age of past due accounts The allowance for doubtful

accounts was $-0- at December 31 2009 and 2008

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 consolidated statements of financial condition 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 Effective June 15 2009 the Company is treated as partnership for federal and

state income tax purposes and therefore does not record provision for income taxes

Accordingly the individual member reports his share of the Companys income or loss on his

personal income tax returns



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDIAIRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

DECEMBER 312009 AND 2008

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

Summary of Significant Accounting Policies Continued

Income Taxes Continued

Effective January 2009 the Company adopted the provisions of the Financial Accounting

Standards Board FASB Interpretation No 48 Accounting for Uncertainty in Income Taxes

an Interpretation of FASB Statement No 109 which provides guidance on ASC 740 Income

Taxes for how uncertain tax positions should be recognized measured presented and disclosed

in the consolidated statements of financial condition The FASB guidance requires the

evaluation of tax positions taken or expected to be taken in the course of preparing the

Companys consolidated statements of financial condition to determine whether the tax positions

are more-likely-than-not to be sustained by the applicable tax authority Tax positions with

respect to tax at the partnership level not deemed to meet the more-likely-than-not threshold

would be recorded as tax benefit or expense in the current year The Company has concluded

the adoption of this guidance had no impact on the operations of the Company for the year ended

December 31 2009 and no provision for income tax related to this guidance is required in the

Companys consolidated statements of financial condition

Adoption of New Accounting Standards

In June 2009 the FASB issued Statement of Financial Accounting Standards SFAS No 168

The FASB Accounting Standards Codification and the Hierarchy of Generally Accepted

Accounting Principles the Codification This standard replaces SFAS No 162 The

Hierarchy of Generally AcceptedAccounting Principles and establishes only two levels of U.S

generally accepted accounting principles GAAP authoritative and nonauthoritative

The FASB Accounting Standards Codification ASC has become the source of authoritative

nongovernmental GAAP except for rules and interpretive releases of the SEC which are sources

of authoritative GAAP for SEC registrants All other nongrandfathered non-SEC accounting

literature not included in the Codification will become nonauthoritative This standard was

effective for consolidated statements of financial condition for interim or annual reporting

periods ending after September 15 2009 The adoption of the Codification changed the

Companys references to GAAP accounting standards but did not impact the Companys results

of operations financial position or liquidity



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDIAIRIES
DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

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

Summary of Significant Accounting Policies Continued

Adoption of New Accounting Standards Continued

Effective January 2008 the Company adopted the provisions of ASC 820 Fair Value

Measurements and Disclosures formerly SFAS 157 Fair Value Measurements which defines

fair value establishes framework for measuring fair value in GAAP and expands disclosures

about fair value measurements Adoption of the ASC 820 fair value provision did not have

material impact on the Companys consolidated financial position or results of operations

Under ASC 820 fair value is defined as the exchange price that would be received for an asset or

paid to transfer liability an exit price in the principal or most advantageous market for the

asset or liability in an orderly transaction between market participants on the measurement date

Valuation techniques used to measure fair value must maximize the use of observable inputs and

minimize the use of unobservable inputs ASC 820 describes fair value hierarchy based on

three levels of inputs of which the first two are considered observable and the last unobservable

that may be used to measure fair value

Level Quoted prices in active markets for identical assets or liabilities

Level Inputs other than Level that are observable either directly or indirectly such as

quoted prices for similarassets or liabilities quoted prices in markets that are not active or

other inputs that are observable or can be corroborated by observable market data for

substantially the full term of the assets or liabilities

Level Unobservable inputs that are supported by little or no market activity and that are

significant to the fair value of the assets or liabilities

At December 31 2009 the Company had no assets or liabilities recorded at fair value on

recurring or nonrecurring basis



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDJAIRIES
DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

NOTE 3- INCOME TAXES CONTINUED

The Company files income tax returns in the U.S federal jurisdiction and nine state jurisdictions

The Company is no longer subject to U.S federal and state examinations by tax authorities for years

before December 31 2001 At December 31 2009 the Companys tax returns open for review by

taxing authorities were 2002 to 2009 for federal and 2006 to 2009 for various State filings

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 2009 and 2008

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 2009

and 2008 was $329303 and $244851 respectively At December 31 2009 future minimum rental

commitments on such leases are as follows

For the Year Ending

December 31 Amount

2010 47763
2011 30685

2012 20733

TOTAL 99.181

NOTE 5- CONCENTRATIONS OF CREDIT RISK

Financial instruments that potentially subject the Company to concentrations of credit risk consist

principally of cash and trade receivables The Company places its temporary cash investments with

financial institutions insured by the Federal Deposit Insurance Corporation FDIC The Company
monitors the financial condition of the bank and has experienced no losses associated with these

accounts In accordance with the Economic Stabilization Act of 2008 on October 2008 FDIC

deposit insurance temporarily increased from $100000 to $250000 per depositor for interest-bearing

accounts and one hundred percent 100% for noninterest-bearing accounts through December 31
2009 Starting January 2010 the Companys bank will ensure all interest and noninterest-bearing

accounts up to $250000 through December 31 2013 As of December 31 2009 balances with

financial institutions exceeded the federally insured limit by $720638 At December31 2008 the

Company had no uninsured cash



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDIAIRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

NOTE 5- CONCENTRATIONS OF CREDIT RISK

The Company also maintains certain brokerage accounts which are insured by the Securities Industry

Protection Corporation on amounts up to $500000 At December 31 2009 and 2008 the

Company had brokerage account balances in excess of the SIPC limit of $1282745 and $227006

respectively

NOTE 6- SUBORDINATED BORROWINGS

At December 31 2009 and 2008 the borrowings under subordination agreements from Rice the

Companys parent including accrued interest are as follows

2009 2008

SUBORDINATED BORROWINGS AT
BEGINNING OF YEAR 2525257 2374007

Increase

Accrued interest 151248 151250

SUBORDINATED BORROWINGS AT
END OF YEAR 2676505 2.525257

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 REOUIREMENTS

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 exceeds 10 to At December 31 2009 the

Company had net capital of $1974369 which exceeds its required net capital of $100000 by

$1874369 The Companys ratio of aggregate indebtedness to net capital was 1.47 to at

December 31 2009

NOTE 8- RELATED PARTY TRANSACTIONS

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

due under management service agreement The amounts due from Rice of $1067975 and

$1771257 at December 31 2009 and 2008 respectively are included in related party receivable in

the accompanying consolidated statements of financial condition



RICE SECURITIES LLC FORMERLY APEX SECURITIES INC AND SUBSIDIAIRIES

DBA RICE FINANCIAL PRODUCTS COMPANY
NOTES TO CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31 2009 AND 2008

NOTE 9- CONTINGENCIES

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

December 31 2009 and 2008 management was not aware of any legal proceedings that would have

material adverse impact on the Companys financial condition or results of operations

NOTE 10-RULE 15c3-3

The Company is exempt from Rule 15c3-3 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

NOTE 11 SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 25 2010 the date which the

consolidated statements of financial condition were available to be issued

10


