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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: RH Investment Corporation OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
15760 Ventura Blvd., Suite 1732

(No. and Street)

Encino California 91436
(City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

A. L. "Bud" Byrnes, lli (818) 789-8781

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Breard & Associates, Inc. Certified Public Accountants

(Name - if individual, state last, first, middle name)

9221 Corbin Avenue, Suite 170 Northridge California 91324
(Address) (City) (State) (Zip Code)
CHECK ONE:

& Certified Public Accountant
[J Public Accountant

O Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I, A. L. "Bud" Byrnes, Il , Swear (or affirm) that, to the best of

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

, as

of December 31 ,20 14 , 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
classified solely as that of a customer, except as follows:
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President /deo
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' MARY WEISSHAR
Notary Public Commission # 2035518

Z
. . . ic - California
This report ** contains (check all applicable boxes): No{a;g::ggés gg:;nty §

X (a) Facing Page. ] o/ My Comm, Expires Aug 26, 2017[
N (b) Statement of Financial Condition.

0 (c) Statement of Income (Loss).

[0 (d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

0O (g) Computation of Net Capital.

(0 (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.

O3 () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requitements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

E (1) An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.

B (n) Areportdescribing 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 240.17a-5(e)(3).
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(\ BREARD & ASSOCIATES, INC,
(A~ CERTIFIED PUBLIC ACCOUNTANTS

Report of Independent Registered Public Accounting Firm

To the Members of
R H Investment Corporation:

We have audited the accompanying statement of financial condition of R H Investment
Corporation ("the Company") as of December 31, 2014, and the related notes (the "financial
statements"). These financial statements are the responsibility of R H Investment Corporation's
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). 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 R H Investment Corporation as of December 31, 2014, in conformity
with accounting principles generally accepted in the United States.

Breard & Associates, Inc.
Certified Public Accountants

Northridge, California
February 3, 2015

9221 Corbin Avenue, Suite 170, Northridge, California 91324
phone 818.886.0940 fax $18.886.1924 web www.baicpa.com

L.os ANGELES CHICAGO NEW YORrK OAKLAND SEATTLE WE FOCUS & CARE"



R HINVESTMENT CORPORATION

STATEMENT OF FINANCIAL CONDITION

]
December 31, 2014

ASSETS
Cash $ 52,185
Cash at clearing broker (including clearing deposit of $30,000) 1,692,085
Trading income receivable 4,521
Interest receivable 47,756
Securities inventory, at fair value 4,151,946
Secured demand note receivable 250,000
Equipment and leasehold improvements, net 83,164
Prepaid expenses and other assets 43,510
$ B,225177
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Accounts payable and accrued expenses $ 18,631
interest payable 19,560
Margin payable - securities inventory 4,147 891
Total liabilities 4,186,082
Liabilities subordinated to claims of general creditors 650,000
Commitments
Stockholders’ equity
Common stock, $10 par value, 500,000 shares authorized,
126,040 shares issued and outstanding 1,260,400
Additional paid-in capital 129,116
Retained earnings (421)
Total stockholders’ equity 1,389,095
$ 6225177

See accompanying notes to financial statements. -1-



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

e EEEEEEEE———

1. Nature of business and summary of significant accounting policies
Nature of Business

R H Investment Corporation (the “Company”) was incorporated in California and is registered as a broker-dealer in
securities with the Securities and Exchange Commission (*SEC") and is a member of the Financial Industry
Regulatory Authority (‘FINRA") and the Municipal Securities Rulemaking Board (‘MSRB"). The Company, in
connection with its activities as a broker-dealer, does not hold funds or securities for customers. The Company
executes and clears all of its transactions through a clearing broker-dealer on a fully disclosed basis and, accordingly,
is exempt from the provisions of Rule 15¢3-3 under Subparagraph (K)(2)(i).

The Company is a municipal bond dealer and operates out of its office in Encino, California.

Basis of Presentation

Certain prior-year amounts have been reclassified to conform with the current year's presentation. These financial
statements were approved by management and available for issuance on February 3, 2015. Subsequent events
have been evaluated through this date.

Fair Value - Definition and Hierarchy

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (i.e., the “exit
price”) in an orderly transaction between market participants at the measurement date.

In determining fair value, the Company uses various valuation approaches. A fair value hierarchy for inputs is
used in measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable
inputs by requiring that the most observable inputs are to be used when available. Observable inputs are those
that market participants would use in pricing the asset or liability based on market data obtained from sources
independent of the Company. Unobservable inputs reflect the Company's assumptions about the inputs market
participants would use in pricing the asset or liability developed based on the best information available in the
circumstances. The fair value hierarchy is categorized into three levels based on the inputs as follows:

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

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

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



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

M

1. Nature of business and summary of significant accounting policies (continued)
Fair Value - Definition and Hierarchy (continued)

The availability of valuation techniques and observable inputs can vary from investment to investment and are
affected by a wide variety of factors, including the type of investment, whether the investment is new and not yet
established in the marketplace, and other characteristics particular to the transaction. 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. Those estimated values do not necessarily represent the amounts that may be
ultimately realized due to the occurrence of future circumstances that cannot be reasonably determined. Because
of the inherent uncertainty of valuation, those estimated values may be materially higher or lower than the values
that would have been used had a ready market for the investments existed. Accordingly, the degree of judgment
exercised by the Company in determining fair value is greatest for investments 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 falls in its
entirety, is determined based on the lowest level input that is significant to the fair value measurement.

Fair value is a market-based measure considered from the perspective of a market participant rather than an
entity-specific measure. Therefore, even when market assumptions are not readily available, the Company’s own
assumptions are set to reflect those that market participants would use in pricing the asset or liability at the
measurement date. The Company uses prices and inputs that are current as of the measurement date, including
periods of market dislocation. In periods of market dislocation, the observability of prices and inputs may be
reduced for many investments. This condition could cause an investment to be reclassified to a lower level within
the fair value hierarchy.

Fair Value - Valuation Techniques and Inputs

Municipal Bonds

The fair value of municipal bonds is estimated using recently executed transactions, market price quotations from
market makers and other dealers, and if applicable, pricing models that factor in interest rates, bond or credit
default swap spreads, and volatility. Municipal bonds are generally categorized in Level 1 or Level 2 of the fair
value hierarchy.

Revenue and Expense Recognition from Securities Transactions

Securities transactions and the related revenues and expenses are recorded on the trade-date basis and unrealized
gains and losses are reflected in revenues.

Underwriting Income

Underwriting income from the underwriting of state and municipal bond issuances is recognized upon the sale of
bonds to the market.



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

1. Nature of business and summary of significant accounting policies {continued)
Equipment and Leasehold Improvements

Equipment and leasehold improvements is stated at cost less accumulated depreciation and amortization. The
Company provides for depreciation and amortization as follows:

) Estimated
Asset Useful Life Method
Furniture and fixtures 10 years Straight-line
Computers and equipment 3 years Straight-line
Leasehold improvements & years Straight-line

Income Taxes

The shareholders of the Company have elected to be treated as an “S" corporation under Subchapter S of the
Internal Revenue Code. Accordingly, no provision has been made for federal income taxes since the income or
loss of the Company is allocated to the individuai shareholders for inclusion in their personal income tax return.
The provision for income taxes represents primarily state and local taxes for the year ended December 31, 2014.

In accordance with GAAP, the Company is required to determine whether a tax position of the Company is more
likely than not to be sustained upon examination by the applicable taxing authority, including resolution of any
related appeals or litigation processes, based on the technical merits of the position. The tax benefit to be
recognized is measured as the largest amount of benefit that is greater than fifty percent likely of being realized
upon ultimate settliement. De-recognition of a tax benefit previously recognized could result in the Company
recording a tax liability that would reduce stockholders' equity. This policy also provides guidance on threshoids,
measurement, de-recognition, classification, interest and penalties, accounting in interim periods, disclosure, and
transition that is intended to provide better financial statement comparability among different entities.
Management's conclusions regarding this policy may be subject to review and adjustment at a later date based on
factors including, but not limited to, on-going analyses of and changes to tax laws, regulations and interpretations
thereof.

The Company files its income tax returns in the U.S. federal and various state and local jurisdictions. Generally,
the Company is no longer subject to income tax examinations by major taxing authorities for years before 2009.
Any potential examinations may include questioning the timing and amount of deductions, the nexus of income
among various tax jurisdictions and compliance with U.S. federal, state and local tax laws. The Company's
management does not expect that the total amount of unrecognized tax benefits will materially change over the
next twelve months.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires the Company’s management to make

estimates and assumptions that affect the amounts disclosed in the financial statements. Actual results could
differ from those estimates.



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

R
2. Fair value measurements
The Company's assets recorded at fair value have been categorized based upon a fair value hierarchy as

described in the Company’s significant accounting policies in Note 1. The following table presents information
about the Company's assets measured at fair value as of December 31, 2014 (in thousands):

Quoted Prices Significant
in Active Other Significant Balance

Markets for Observable Unobservable as of
tdentical Assets Inputs inputs December 31,

{Level 1} {Level 2) (Level 3) 2014

Assets
Securities inventory, at fair value

State of California municipal bonds $ 2,491 $ 5 $ - $ 2,496
State of Hawaii municipal bonds 719 - - 719
State of Oregon municipal bonds 222 - - 222
State of Utah municipal bonds 515 - - 515
State of Washington municipal bonds 189 - - 199
$ 4,146 $ 5 $ - $ 4,151

For the year ended December 31, 2014, the Company did not transfer any assets between the Level 1, Level 2 or
Level 3 classifications of the fair value hierarchy.

Realized gains and losses and the change in unrealized gains and losses for the year ended December 31, 2014
are included in trading income in the statement of operations.

3. Equipment and leasehold improvements

Equipment and leasehold improvements consist of the following as of December 31, 2014:

Computers and equipment $ 152,124
Furniture and fixtures 61,969
Leasehold improvements 2,965
217,058

Less accumulated depreciation
and amortization 133,894
$ 83,164

L """



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

e —

4. Liabilities subordinated to claims of general creditors

At December 31, 2014, the Company had five FINRA-approved subordinated loan agreements for a total of $650,000
with related parties. The terms of the subordinated loan agreements are as follows:

$250,000 secured demand note agreement maturing on November 15, 2015 and bearing interest at 10% per
annum, (note is collateralized by cash in excess of $250,000 and a portfolio of securities).

$100,000 loan agreement maturing on May 1, 2015 and bearing interest at 10% per annum.
$200,000 loan agreement maturing on November 15, 2015 and bearing interest at 10% per annum.

$100,000 loan agreement maturing on November 23, 2015 and bearing interest at 10% per annum.

5. Off-balance sheet risk

Pursuant to clearance agreements, the Company introduces all of its securities transactions to its clearing broker on
a fully-disclosed basis. In accordance with the clearance agreement, the Company has agreed to indemnify the
clearing broker for losses, if any, which the clearing broker may sustain from carrying -securities transactions
introduced by the Company. ‘

Cash at clearing broker includes a clearing deposit pursuant to the clearance agreement.

6. Margin payable to clearing broker

The margin payable to clearing broker is due on demand and is collateralized by all Company-owned securities
held by, or deposited with, the clearing broker, Southwest Securities, Inc. Interest is charged at the clearing
broker's call rate. '

7. Concentrations of credit risk

The Company maintains its cash balances in various financial institutions. These balances are insured by the
Federal Deposit Insurance Corporation up to $250,000 per institution.



R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

e ..

8. Commitment

The Company leases office space at its location in Encino, California under a non-cancellable operating lease
expiring on June 30, 2016. As of December 31, 2014, the Company's future minimum rental commitment is as
follows:

Year Ending December 31,
2015 70,474
2016 35938

$ 106,412

9. Employee benefit plan

The Company maintains a retirement plan (the “Plan”), pursuant to Section 401(k) of the Internal Revenue Code, for
eligible participants to make voluntary contributions of a portion of their annual compensation, on a deferred basis,
subject to limitations provided by the Internal Revenue Code. The Company makes a matching contribution of 3% to
the Plan based on each employee’'s annual compensation. During the year ended December 31, 2014, the
Company contributed $34,612 into the Plan.

10. Net capital requirement

The Company, is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC 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 15 to 1. Rule 15c3-1 also provides that equity capital may not be withdrawn
or cash dividends paid if the resulting net capital ratio would exceed 10 to 1. Net capital and aggregate indebtedness
change day to day, but on December 31, 2014, the Company had net capital of $1,610,540 which was $1,510,540 in
excess of its required net capital of $100,000; and the Company's ratio of aggregate indebtedness ($38,191) to net
capital was 0.0237 to 1, which is less than the 15 to 1 maximum allowed.

11. Recently Issued Accounting Pronouncements

The Financial Accounting Standards Board (the “FASB") has established the Accounting Standards Codification
(“Codification” or "ASC”) as the authoritative source of generally accepted accounting principles (“*GAAP")
recognized by the FASB. The principles embodied in the Codification are to be applied by nongovernmental
entities in the preparation of financial statements in accordance with GAAP in the United States. New accounting
pronouncements are incorporated into the ASC through the issuance of Accounting Standards Updates (“ASUs")

For the year ending December 31, 2014, various ASUs issued by the FASB were either newly issued or had
effective implementation dates that would require their provisions to be reflected in the financial statements for the
year then ended. The Company has reviewed the following ASU releases to determine relevance to the
Company's operations:
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R HINVESTMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS
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ASU
Number Title Effective Date

2013-02 | Comprehensive Income (Topic 220): Reporting of Amounts Reclassified After 12/15/13
Out of Accumulated Other Comprehensive Income (February 2013).

2013-11 Income Taxes (Topic 740). Presentation of an Unrecognized Tax Benefit | After 12/15/14
When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax
Credit Carryforward Exists (July 2013).

2014-08 | Presentation of Financial Statements (Topic 205) and Property, Plant, After 12/15/14
and Equipment (Topic 360): Reporting Discontinued Operations and
Disclosures of Disposals of Components of an Entity (April 2014).

2014-09 Revenue from Contracts with Customers (Topic 606): Revenue from After 12/15/17
Contracts with Customers (May 2014).

2014-15 | Presentation of Financial Statements—Going Concern (Subtopic 205-40): | After 12/15/16
Disclosure of Uncertainties about an Entity’s Ability to Continue as a
Going Concern (August 2014).

The Company has either evaluated or is currently evaluating the implications, if any, of each of these
pronouncements and the possible impact they may have on the Company's financial statements. In most cases,
management has determined that the pronouncement has either limited or no application to the Company and, in
all cases, implementation would not have a material impact on the financial statements taken as a whole,



