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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Rensselaer Securities Corp.

We have audited the accompanying statements of financial condition of Rensselaer Securities Corp.
as of June 30, 2010 and 2009 and the related statements of income, changes in stockholders’ equity,
and cash flows for the years then ended. These financial statements are the responsibility of the
Corporation’s management. Our responsibility is to express an opinion on these financial statements
based on our audit.

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 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 auditalso 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 audits provide 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 Rensselaer Securities Corp. as of June 30, 2010 and 2009, and the results of its
operations and changes in its cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules 1, 2 and 3 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 our audits 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.
Cuaded C%Mj,@&tf L

CUSACK & ComMPANY, CPA'S LL.C
Latham, New York
August 25, 2010



RENSSELAER SECURITIES CORP.
STATEMENTS OF FINANCIAL CONDITION
JUNE 30, 2010 AND 2009

ASSETS

2010 2009
Cash and Cash on Hand $ 450 $ 22,545
Cash with Clearing Organization - 134,200
Securities with Clearing Organization 1,283,235 1,224,452
Other Deposits, at Fair Value 100,003 100,001
Investments - 16,300
Prepaid Expenses 5,779 4,226
Property, Plant and Equipment, Less Accumulated
Depreciation of $15,079 and $35,983 18.144 7.917
Total Assets $ 1.407.641 $ 1.509.641
LIABILITIES AND STOCKHOLDERS’ EQUITY
Cash Overdraft $ 3,929 $ -
Cash Overdraft with Clearing Organization 51,775 -
Securities Sold Not Yet Purchased 13,490 41,350
Accounts Payable 20,550 20,543
Accrued Expenses 1,357 1,557
Total Liabilities 91.101 63.450
Stockholders’ Equity:
Common Stock, No Par Value; Shares Authorized
200; 50 Shares Issued and Outstanding, at
June 30, 2010 and 2009, respectively 100 100
Additional Paid-In Capital 125,275 125,275
Retained Earnings 1.191.165 1,320.816
Total Stockholders’ Equity 1.316.540 1.446.191
Total Liabilities and Stockholders’ Equity $ 1,407,641 $ 1.509.641

See accompanying notes and independent auditor’s report.



RENSSELAER SECURITIES CORP.
STATEMENTS OF INCOME
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

2010 2009

Revenue:
Dealer Inventory and Investment Gains $ 1,464,622 $ 894,401
Commission Income 16,724 10,751
Interest and Dividend Income 52,207 87.766
1,533,553 992.918

Expenses:
Employee Compensation and Benefits and Related Taxes 346,225 172,083
Pension Expense 49,000 33,750
Quotation Services 64,034 57,962
Clearing and Commission Fees 50,502 47,207
Other Operating Expenses 95.119 90,668
604,880 401.670
Income Before Provision for Income Taxes 928,673 591,248
Provision for Income Taxes 175 175
Net Income $ 928498 $ 591.073

See accompanying notes and independent auditor’s report.



RENSSELAER SECURITIES CORP.

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

Additional
Common Paid-In
Stock Capital

Balance: June 30, 2008 $100 $ 125,275

Net Income for the Year Ended June 30, 2009 - -

Stockholders’ Distributions of Net Income -

Retained
Earnings Total
$ 963,988 §$ 1,089,363
591,073 591,073

(234,245) (234.245)

Balance: June 30, 2009
Net Income for the Year Ended June 30, 2010 $100 $ 125275

Stockholders’ Distribution of Net Income - -

Balance: June 30, 2010 - -

$ 1,320,816 $ 1,446,191
928,498 928,498

(1.058.149) _(1.058.149)

$100 $ 125275

See accompanying notes and independent auditor’s report.

$ 1.191.165 $ 1.191.165




RENSSELAER SECURITIES CORP.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2010 AND 2009

2010 200

Cash Flows from Operating Activities:
Net Income $ 928,498 $§ 591,073
Adjustments to Reconcile Net Income to Net Cash Provided
By (Used In) Operating Activities:

Depreciation of Property, Plant and Equipment 3,441 2,793
Unrealized (Gain) Loss on Securities (343,962) 232,238
Change in Assets and Liabilities:
Securities Inventory 285,179 47,645
Investments 16,300 -
Prepaid Expenses (1,553) 202
Accounts Payable and Accrued Expenses (193) 960
Securities Sold Not Yet Purchased (27.860) 22,250
Net Cash Provided By Operating Activities 859.850 897.161
Cash Flows Provided By (Used In) Investing Activities:
Capital Expenditures (13,668) (2,139)
Other Deposit with Clearing Organization (32) 421
Net Cash Used In Investing Activities (13.700) (1,718)
Cash Flows Used in Financing Activities
Stockholders’ Distribution of Net Income (1.058.149) (234.245)
Net Increase (Decrease) in Cash and Cash Equivalents (211,999) 661,198
Cash (Overdraft) and Cash Equivalents at Beginning of Period 156,745 (504.453)
Cash (Overdraft) and Cash Equivalents at End of Period $  (55.254) § 156,745
Composition of Cash and Cash Equivalents:
Cash (Overdraft) and Cash on Hand (3,479) 22,545
Cash (Overdraft) with Clearing Organization (51,775) 134,200

$ (55254) § 156,745

Supplemental Disclosure of Other Cash Items:
Interest Paid $ 3,169 § 14527

Taxes Paid $ 175 § 150

See accompanying notes and independent auditor’s report. 5



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2010 AND 2009

SIGNIFICANT ACCOUNTING POLICIES

Organization

The Company was formed in July 1993, for the purpose of providing brokerage services to retail
and institutional investors on a fully-disclosed basis. The Company began operations as a

broker/dealer in December 1993 and derives a majority of its revenue from trading profits on
unlisted fixed income securities.

Revenue Recognition
The Company records security transactions and related expense on a trade date basis.
Income Taxes

Income tax expense is provided on income as reported in the statements of income regardless of
when such taxes are payable. Deferred taxes result from the recognition of certain income and
expense items in different time periods for financial statement and tax return purposes.

Under the asset and liability method of SFAS N° 109, deferred tax assets would be recognized for
the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. These timing differences
are not considered to be material, therefore no deferred tax provision has been recorded.

Property, Plant and Equipment

Capital expenditures consisting of office furniture and equipment are depreciated over the
estimated useful lives of the related assets ranging from three to ten years using the straight line
method.

Advertising

Advertising and promotional costs are expensed as incurred.

Cash and Cash Equivalents

Cash (overdraft) of $(3,479) and $22,545 at June 30, 2010 and 2009, respectively, consists of cash
in banks and financial institutions and cash on hand. For purposes of the statement of cash flows,

the Corporation also considers cash deposited with the clearing organization to be cash
equivalents.

See independent auditor’s report. 6



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Securities and Exchange Commission Rule 15¢3-3 Exemption

The Corporation was not required to maintain a reserve account under Rule 15¢3-3 of the
Securities and Exchange Commission at June 30, 2010 or June 30, 2009 Customer transactions
are not handled by the Corporation, rather transactions are processed through a carrying broker,
ona fully disclosed basis. The Corporation does not maintain margin accounts for their customers.
The Corporation has no liabilities subordinated to the claims of general creditors. The Corporation
is not a member of any securities exchange.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect reported amounts
and disclosures. Actual results could differ from these estimates.

Fair Value Measurement - Definition and Hierarchy

In 2009, the Company adopted the provisions of FASB ASC 820-10, (formerly SFAS No. 157),
Fair Value Measurements. FASB ASC 820-10 defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date.

The Company uses various valuation techniques in determining fair value. FASB ASC 820-10
establishes a hierarchy for inputs used in measuring fair value that maximizes the use of
observable inputs and minimizes the use of unobservable inputs by requiring that the observable
inputs be used when available. Observable inputs are inputs that market participants would use
in pricing the asset or liability developed based on market data obtained from sources independent
of the Company. Unobservable inputs are inputs that reflect the Company’s assumptions about
the assumptions market participants would use in pricing the asset or liability, developed based
on the best information available in the circumstances.

The hierarchy is broken down into three levels based on the reliability of inputs as follows:

» Level 1 - Valuations based on quoted prices in active markets for identical assets or liabilities
that the Organization has the ability to access. Valuation adjustments are not applied to Level
1 instruments. Since valuations are based on quoted prices that are readily and regularly
available in an active market, valuation of these products does not entail a significant degree
of judgment.

The Company’s cash and cash equivalents are primarily valued utilizing Level 1 inputs.

» Level 2 - Valuations based on quoted prices in markets that are not active or for which all
significant inputs are observable, directly or indirectly.

See independent auditor’s report. 7



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS ( C()NTINUED)
JUNE 30, 2010 AND 2009

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Fair Value Measurement - Definition and Hierarchy (Continued)
The Company’s securities are primarily valued utilizing Level 2 inputs.

* Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair
value measurement.

The Company has no Level 3 inputs.

The availability of observable inputs can vary and is affected by a wide variety of factors. To the
extent that valuation is based on models or inputs that are less observable or unobservable in the
market, the determination of fair value requires more judgment.

Accordingly, the degree of judgment exercised by the Company in determining fair value is
greatest for instruments categorized in Level 3. In certain cases, the inputs used to measure fair
value may fall into different levels of the fair value hierarchy. In such cases, for disclosure
purposes the level in the fair value hierarchy within which the fair value measurement in its
entirety falls is determined based on the lowest level input that is significant to the fair value
measurement in its entirety.

Accounting for Uncertainty in Income Taxes

In June 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48,
Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109,
Accounting for Income Taxes (“FIN 48"). FIN 48, now referred to as FASB ASC 740-10, requires
entities to disclose in their financial statements the nature of any uncertainty in their tax position.
The Company implemented this policy in 2009 and its current accounting policy for evaluating
uncertain tax positions is in accordance with generally accepted accounting principles. The
Company has not recognized any benefits from uncertain tax positions in 2009 or 2010 and
believes it has no uncertain tax positions for which it is reasonably possible that the total amounts
of unrecognized tax benefits will significantly increase or decrease within 12 months of the
balance sheet date of June 30, 2010.

Subsequent Events

Management has evaluated subsequent events or transactions occurring through August 25,2010,
the date the financial statements were available to be issued.

See independent auditor’s report. 8



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

OTHER DEPOSITS

In December 1993, the Corporation made an initial required interest bearing deposit with its
clearing agent. This account is subject to withdrawal restrictions and is not used for clearing
security transactions. The funds are invested in either cash, U.S. Treasury Bills or a money market
fund. The fair value of the good faith deposit was $100,033 and $100,001 at June 30, 2010 and

2009, respectively.

INVESTMENTS

Investments for trading purposes, including those securities held by the clearing organization, are
marked to the market price. Realized and unrealized gains or losses are therefore recognized as
revenue during the current period.

OTHER OPERATING EXPENSES

Other operating expenses consisted of the following for the period ended June 30:

2010 2009
Consulting and Temporary Help $ 4,135 $ 1,901
Professional Fees 28,115 27,138
Occupancy 13,800 13,800
Regulatory Dues and Fees ' 7,633 3,667
Dues and Subscriptions 700 944
Office Expenses 11,171 10,091
Communications 7,486 7,337
Insurance and Bonding 1,093 1,093
Depreciation and Amortization 3,441 2,793
Margin Interest 3,169 14,527
Meals, Travel and Entertainment 14,376 7.377

§ 95,119 S 90.668

PENSION BENEFITS

The Corporation maintains two qualified retirement plans. Both plans are defined contribution
plans that cover employees 21 years or older that have provided 1,000 hours of service per year.
One plan allows a discretionary contribution up to 15% of compensation while the other plan
requires a contribution of 5% of each participants compensation for the plan year. The amounts
contributed annually to each plan are allocated to the qualifying participants in the ratio that each
qualifying participant’s compensation for the plan year bears to the total compensation of all
qualifying participants for the plan year. In each plan participants vest 20% per year after their first
year and are fully vested after five years of participation. The normal retirement age under each
Plan is 59% years old. The total contributed to all plans was $49,000 for the year ended June 30,
2010 and $33,750 for June 30, 2009.

See independent auditor’s report. 9



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

6.

INCOME TAXES

| Income tax expense consisted of the following for the years ended June 30:

2010 200
Current Income Tax:
State A 175 $ 175

The Corporation elected to be treated as a Sub-Chapter S-Corporation beginning January 1, 1999
and accordingly changed its tax reporting year-end to December 31. Under these provisions, the
Corporation will generally not pay Federal income taxes and will be only subject to State income
taxes based on the required minimum franchise tax.

NET CAPITAL REQUIREMENTS

The Corporation is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(rule 15¢3-1), 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 8 to 1 in the first year
of operation and shall not exceed 15 to 1 in subsequent years (and the rule of "applicable"”
exchange also provides the equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1). AtJune 30,2010 the Corporation had net capital,
as defined, of $1,171,464 which was $1,071,464 in excess of its minimum required net capital of
$100,000. The Corporation’s ratio of aggregate indebtedness to net capital was .66 to 1 at June
30,2010. At June 30, 2009 the Corporation had net capital, as defined, of $1,304,110 which was
$1,204,110 in excess of its minimum required net capital of $100,000. The Corporation’s ratio
of aggregate indebtedness to net capital was .17 to 1 at June 30, 2009.

COMMITMENTS AND CONTINGENT LIABILITIES
Off-Balance-Sheet Risk

The Corporation engages in the business of a broker and dealer in securities as defined in Note 1
to the basic financial statements. The inherent risk of this business is the ability of the Corporation
to properly execute all customer initiated transactions, if any, including the proper safeguarding
and transfer of customer owned securities. During the periods ended June 30, 2010 and 2009, the
Corporation did not hold customer securities.

Litigation

Management was not aware of any pending or threatened litigation that could result in any
material adverse effect on the Corporation’s financial condition as of June 30, 2010 and 2009.

Operating Leases
The Corporation leased office space under an operating lease at $1,100 per month, through
October 2006 at which time it was renewed for an additional year at $1,150 per month. Additional

one year renewals have subsequently been exercised through October, 2010. Future minimum
payments under this agreement for the year ending June 30, 2011 is $4,600.

See independent auditor’s report. 10



RENSSELAER SECURITIES CORP.
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
JUNE 30, 2010 AND 2009

MARGIN ACCOUNT

The Company will occasionally purchase securities on margin for the Firm account. These loans
are short term in nature. The interest rate charged on margin loans is 1% above the brokers call.
The loan is collateralized by Securities owned by the Company. Margin interest is charged on the
net cash overdraft balance with the clearing organization.

See independent auditor’s report. 11
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RENSSELAER SECURITIES CORP.
SCHEDULE 1

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

AS OF JUNE 30, 2010 AND 2009

Net Capital
Total Stockholders’ Equity Qualified for Net Capital

Deductions and/or Charges:
Non-Allowable Assets:
Petty Cash
Purchased Interest
Investments
Property, Plant and Equipment
Prepaid Expenses
Total Non-Allowable Assets

Net Capital Before Haircuts on Securities Positions
Haircuts on Securities

Net Capital

Aggregate Indebtedness

Items Included in the Statement of Financial Condition:

Cash Overdraft
Accounts Payable
Accrued Expenses

Total Aggregate Indebtedness

Computation of Basic Net Capital Requirement
6%:% of Aggregate Indebtedness

Minimum Net Capital Requirement

Excess Net Capital Over Minimum Net Capital Requirement

Excess Net Capital at 1000%*

* Calculated as Net Capital - (Total Minimum Capital x 120%) - 2010
(Total Aggregate Indebtedness x 10%) - 2009

Reconciliation with Corporation’s Computation (included in Part IT of Form

X-17A-5 as of June 30, 2010 and 2009

Net Capital, as reported in Corporation’s Part IT (Unaudited)

FOCUS Report
Net Audit Adjustments

Net Capital Per Above

See independent auditor’s report.

2010

$ 1316540

450

18,144

5.779

24,373

1,292,167

120.703

$ 1.171.464

$ 55,704
20,550

1,357

$ 77.611

$ 5,174
100,000

1,071,464
1,051,464

$ 1,171,464

$ 1171464

200

3 1.446.191

450
3,375
16,300
7,917

4,226

32,268

1,413,923

109,813

$ 1304110

$ -
20,543

1,557

$ 22,100

$ 1,473
100,000

1,204,110
1,301,900

§ 1,304,110

$ 11.304.110



RENSSELAER SECURITIES CORP.
SCHEDULE 2
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER
RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
A4S OF JUNE 30, 2010 AND 2009

2009 2008
CREDIT BALANCES:
Free credit balances and other credit balances in customers’ security
accounts $ - $ -
Monies borrowed, collateralized by securities carried for the accounts of
customers - -
Monies payable against customers’ securities loaned - -
Customers’ securities failed to receive (including credit balances in
continuous net settlement accounts) - -
Credit balances in firm accounts which are attributable to principal
sales to customers - -
Market value of stock dividends, stock splits, and similar distributions
receivable outstanding over 30 calendar days - -
Market value of short security count differences over 30 calendar days
old - -
Market value of short securities and credits (not to be offset by "longs"
or by debits) in all suspense accounts over 30 calendar days - -
Market value of securities which are in transfer in excess of 40
calendar days and have not been confirmed to be in transfer by the
transfer agent or the issuer during the 40 days - -
Total Credit Items - -
DEBIT BALANCES:
Debit balances in customers’ cash and margin accounts excluding
unsecured accounts and accounts doubtful of collection net of
deductions pursuant to rule 15¢3-3 - -
Securities borrowed to effectuate short sales by customers and
securities borrowed to make delivery on customers’ securities failed to
deliver - -
Failed to deliver of customers” securities not older than 30 calendar
days (including debit balances in continuous net settlement accounts) - -
Other - -
Total Debit Items - -
RESERVE COMPUTATION:
Excess of Total Debits Over Total Credits - -
Required Deposit $ - $ -

Note:  There is no material difference between the Rensselaer Securities Corp. (RSC) computations of reserve
requirements as filed in Form X-17a-5 (FOCUS report filed quarterly by RSC) and the above schedule.
RSC is exempt from Rule 15¢-3 as customer securities are not held by RSC.

See independent auditor’s report. 13



* RENSSELAER SECURITIES CORP.
SCHEDULE 3
INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF JUNE 30, 2010 AND 2009

During the years ended June 30, 2010 and 2009, Rensselaer Securities Corp. was exempt from the
possession or control requirements under Rule 15¢3-3 of the Securities and Exchange Commission
as all customer transactions were cleared on a fully disclosed basis with a clearing broker/dealer.
All customer funds and securities were transmitted to the clearing broker/dealer which carries all
of the accounts of such customers.

See independent auditor’s report. 14



