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OATH OR AFFIRMATION

Laura McGrath swear or affirm that to the best of

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

James River Securities Corp as

of December 31 20 11 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

Signature

President

Title

Notary Public

This
report

11
contains check all applicable boxes
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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 5c3-3

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

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

An Oath or Affirmation

copy of the SIPC Supplemental Report Bound under separate cover

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

Independent auditors report on internal control

My Commission
Expires

February 282015

Notary ID 7111855

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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James River Securities Corp
58 Broad Street Road

Manakin-Sabot VA 23103

804 578-4500

February 21 2012

James River Securities Corp registered futures commission merchant is submitting this audited annual report and

its attachments as of and for the year ended December 31 2011 The person whose signature appears below

represents that to the best of their knowledge all information contained therein is true correct and complete

L6tP.McGrat
President
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McGladrey Pullen LLP

McGladrey

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 2011 and 2010 and the related

consolidated statements of operations changes in stockholders equity and cash flows for the years then

ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and

Regulation .10 under the Commodity Exchange Act CEAct These financial statements are the

responsibility of the Companys management Our responsibility is to express an opinion on these

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 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 audits provide

reasonable basis for our opinion

In our opinion the 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 2011

and 2010 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 consolidated financial statements

as whole The supplementary information contained in Schedule required by Rule 17a-5 under the

Securities Exchange Act of 1934 and the CEAct is presented for purposes of additional analysis and is

not required part of the consolidated financial statements Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other records

used to prepare the consolidated financial statements The information has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other records used

to prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In

our opinion the information is fairly stated in all material respects in relation to the consolidated financial

statements as whole

/147 /%ee
Richmond Virginia

February 23 2012

Member of the RSM international network of Independent accounting tax and consulting firms



James River Securities Corp and Subsidiary

Consolidated Statements Of Financial Condition

December 31 2011 And 2010

Assets 2011 2010

Cash 102793 136799

Liabilities And Stockholders Equity

Current Liabilities

Accrued expenses

Commitment and Contingencies

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

1194 1533

1000

1624000

1523401

101599

1000

1524000

1389734

135266

102793 136799



James River Securities Corp and Subsidiary

Consolidated Statements Of Operations

Years Ended December 31 2011 And 2010

Expenses

Administrative fees

Professional fees

Other expenses

Total expenses

Net loss

See Notes To Consolidated Financial Statements

105816

23966

4008

133790

2011 2010

105816

23058

4793

133667

133667 133790



James River Securities Corp and Subsidiary

Consolidated Statements Of Changes In Stockholders Equity

Years Ended December 31 2011 And 2010

Paid-In

Capital

Balance at January 2010 1000 1424000

Capital contributions 100000

Net loss

Balance at December31 2010

Capital contributions

Net loss

Balance at December 31 2011 1000 1.624.000

See Notes To Consolidated Financial Statements

Common

Stock

Retained

Earnings

Deficit

1255944

Total

Equity

169056

100000

133790

135266

100000

133667

101.599

133790

1000 524000 389734

100000

133667

1523401



James River Securities Corp and Subsidiary

Consolidated Statements Of Cash Flows

Years Ended December 31 2011 And 2010

Cash Flows From Operating Activities

Net loss

Adjustments to reconcile net loss to net cash used in operating

activities

Changes in assets and liabilities

Accrued expenses

Net cash used in operating activities

Cash Flows From Financing Activities

Contributions from stockholders

Net cash provided by financing activities

Net decrease in cash

Cash beginning of year

Cash end of year

See Notes To Consolidated Financial Statements

2011 2010

133667 133790

339 22962

134006 156752

100000

100000

34006

136799

102793

100000

100000

56752

193551

136799



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 however it has not engaged in

these activities during the years ended December 31 2011 and 2010 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 operates under the exemptive provisions of paragraph k2i of Rule 15c3-3 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 reporting The consolidated financial statements include the accounts of James River

Securities Corp and its wholly owned subsidiary All material intercompany 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 Codification sometimes referred to as the Codification or ASC

Accounting estimates The preparation of financial statements in conformity with GAAP 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 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 authorities 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 percent

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 periods 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

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 tee paid by the Company was $105816 for the years

ended December 31 2011 and 2010

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

Management has evaluated the Companys tax positions for the open tax years and concluded that the

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

statements to comply with the provisions of this guidance Generally the Company is no longer subject to

income tax examinations by the U.S federal state or local tax authorities for years before 2008

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 The Company is also subject to the net capital requirements of the CFTC

Regulation 1.17 and requirements of the National Futures Association At December 31 2011 the

Company had net capital of $101599 which was $51599 in excess of its required net capital of $50000

The Companys net capital ratio was 0.01 to



James River Securities Corp and Subsidiary

Computation Of Net Capital Under SEC Rule 15c3-1 And Regulation 1.17

Of The Commodity Exchange Act

December 31 2011

Schedule

Net Capital

Stockholders Equity

Net capital

Aggregate Indebtedness

Accounts payable and accrued liabilities

101599

101599

1194

50000

51599

0.01 to

Computation of Basic Net Capital Requirements

Minimum net capital required

the greater of $50000 or 2/3% of aggregate indebtedness
_________________

Excess net capital
__________________

Ratio of aggregate indebtedness to net capital

Note There are no material differences between the preceding computation and the Companys

corresponding unaudited Part II of Form X-17A-5 as of December 31 2011 and pursuant to CFTC Rule 1.17



McGadrey Pullen LLP

McGladrey

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 2011 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 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 17a-3a11
and for determining compliance with the exemptive provisions of Rule 15c3-3 Because the Company
does not carry securities accounts for customers or perform custodial functions relating to customer

securities 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 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 17a-

5g and Regulation .16d2 list additional objectives of the practices and procedures listed in the

preceding paragraphs

Member of the RSM International network of independent acountinq tax and consulting firms



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

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 second and third

paragraphs and was not designed to identify 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 activities for safeguarding securities

and firm assets 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 regulations 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 2011 to meet the SECs and CFTCs

objectives

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

e447/%ee
Richmond Virginia

February 23 2012
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