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RD Capital Group, Inc.

Balance Sheets
December 31, 2016 and 2015

Assets

Cash

Deposit with Clearing House--
investment in marketable securities

Due from stockholder

Other accounts receivable

Prepaid expenses '

Property and equipment:
Furniture and fixtures
Computers and other office equipment
Leasehold improvements

Less- Accumulated depreciation and

amortization
Net property and equipment

Total assets

Liabilities and Stockholdet's Equity

Accounts and othet commissions payable
Accrued payroll taxes and withholdings -
Income and related tax payable

Due to stockholder

Other accrued expenses

Total liabilities

Stockholder's equity:
Common stock, $1 par value, 1,000,000 shates
authorized, 35,000 shares issued and outstanding
Additional paid-in capital
Accumulated deficiency
Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes ate an integral part of these balance sheets.

2016 2015

$ 16,783 % 53,055
114,947 109,768

. 934

537 400

6,090 6,783

138,357 170,940

74,012 74,012

5,376 5,376

12,998 12,998

92,386 92,386
(92,386) (92,386)

$ 138357  § 170,940
$ 8056 % 7,861
4317 3527

; 2,000

12,000 28,607

34,547 47,146

58,920 89,141

35,000 35,000

273,421 273,421
(228,984) (226,622)
79,437 81,799

$ 138357 % 170,940

2



RD Capital Group, Inc.

Statements of Operations and Accumulated Deficiency
Years Ended December 31, 2016 and 2015

Revenues:
Commissions and fees

Interest and other income
Total revenues

Operating expenses:
Employee compensation, commissions, payroll taxes
and benefits
Occupancy costs and office expenses
Communications and postage
Travel and entertainment
Professional and temporaty setvices
Dues, subscriptions and other registration fees
Clearing fees
Property, municipal and other taxes
Auto
Others

Total operating expenses
Operating loss before income tax benefit (expense)
Income tax benefit (expense) - cutrent
Net loss
Accumulated deficiency, beginning of year

Accumulated deficiency, end of year

. The accompanying notes are an integral part of these statements.

2016 2015
869,581 886,511
1,018 518
870,599 887,029
402,650 433,119
208,961 202,905
72,000 74,306
57,123 59473
42,863 33,873
34,166 32,030
20,862 15,725
18,447 25425
8,097 17,982
8,892 7,521
874,961 902,359
(4,362) (15,330)
2,000 (739)
(2,362) (16,069)
(226,622) (210,553)
(228,984) (226,622)




RD Capital Group, Inc.

Statements of Changes in Stockholdet’s Equity
December 31, 2016 and 2015

Additional
Common Paid-in Accumulated
Stock Capital Deficiency Total
Balances, December 31, 2014 $ 35000 § 273421 $ (210553) § 97,868
Net loss - - (16,069) (16,069)
Balances, December 31, 2015 35,000 273,421 (226,622) 81,799
Net loss - - (2,362) (2,362)
Balances, December 31, 2016 $ 35,000 % 273421 § (228,984 § 79,437

‘The accompanying notes ate an integral part of these statements.
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RD Capital Group, Inc.

Statements of Cash Flows
Years Ended December 31, 2016 and 2015

Cash flows from operating activities:
Commnissions and fees received
Operating expenses paid
Income taxes paid

Net cash used in operating activities

Cash flows from investing activities:
Redemption of marketable securities
Purchase of marketable securities

Net cash used in investing activities

Cash flows provided by financing activities-
collections from stockholder

Decrease in cash during the year
Cash, begining of year
Cash, end of year

The accompanying notes are an integral part of these statements.

2016 2015
§ 870599 § 887,029
(902,626) (874.446)
- (33,962)
(32,027) (21,379)
109,768 -

(114,947) (9,768)
(5,179) (9,768)

934 1,721

(36,272) (29,426)

53,055 82,481

$ 16,783 $ 53,055
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RD Capital Group, Inc.

Statements of Cash Flows
Years Ended December 31, 2016 and 2015

Reconciliation of net loss to net cash
used in operating activities:

Net loss

Adjustments to reconcile net loss to net cash
used in operating activities-
(Increasc) decrease in assets-
Other accounts receivable
Prepaid expenses
Increase (decrease) in liabilities-
Accounts and other commissions payable
Accrued payroll taxes and withholdings
Income and related tax payable
Accrued interest and penalties
Commissions payable to stockholder
Other accrued expenses

Total adjustments

Net cash used in operating activities

Non-cash investing transactions:

Duting the year ended December 31, 2015, the Company invested in U.S. Tteasury Bills $100,000 the

Company had in a broker account and which is presented as deposit with Clearing House in the

accompanying balance sheets.

The accompanying notes are an mtegral past of these statements.

2016 2015

2362) % (16,069)
(137) 1,666
693 (250)
195 (14,457)
790 1,731
(2,000) (33,223)
- (5,046)
(16,607) 28,607
(12,599) 15,662
(29,665) (5,310)
(32,027)  $ (21,379)
6



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

(1) Otganization and summary of
significant accounting policies:

Organization —
RD Capital Group, Inc. (the Company) is a closely held corporation organized under the laws of the

Commonwealth of Puerto Rico on July 26, 1994, and is ptimarily engaged in rendering brokerage and
investment advisory setvices. The Company does not catty secutities accounts for customers nor does it
render custodial functions of customer securities. Ordets are received from customers and placed via
Pershing LLC (a subsidiary of The Bank of New Yotk Mellon Corporation), a correspondent U.S. based
firm who maintains all accounts for the customers.

The most significant accounting policies followed by the Company are the following:

Summary of significant accounting policies —

(a) Basis of presentation —
The Company’s fiscal year ends on December 315t of each year. All references to yeats in these
notes to the financial statements represent the fiscal yeats then ended, unless othetwise
- noted. The Company has evaluated subsequent events through February 24, 2017, the date the
financial statements were available to be issued.

(b) Revenue recognition —
Commission revenues are earned mainly from the trading of securities, and are recorded on a
trade date basis. Other revenues are recorded following the accrual basis of accounting,

(c) Property and equipment —
Property and equipment is recorded at cost and are amortized using the straight-line method
over the estimated useful lives on the assets. Leasehold improvements are amortized using the
straight-line method over the estimated useful life or the remaining lease life, whichever is
shorter. Maintenance and repaits are charged to operations when incurred. Betterments and
renewals, which substantially increase the life of individual assets, are capitalized. All property
and equipment are fully depreciated. '

(d) Long-lived assets —

Management reviews long-lived assets for impairment whenever events or changes in
circumstances indicate that the cartying value of such assets may not be recoverable.
Recoverability of assets to be held and used (the fair value) is measured by a compatison of the
carrying amount of an asset to future net cash flows expected to be generated by the asset. If
such assets are considered impaired, the impairment recognized is measured by the amount by
which the carrying value of the assets exceeds the fair value of assets. Assets to be disposed of
are reported at the lower of the carrying amount or fair market value less costs to sell.



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015
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(g)

()

Investment in marketable security ~

The Company maintains an investment in marketable securities, which is classified as available-
for-sale. The investment is stated at fair value, with net untealized gains ot losses (none in 2016
and 2015) recorded as accumulated other comprehensive income and recorded as a separate
component of the stockholdet’s equity. Realized investment gains and losses are recorded using
the specific identification method for determining the cost of securities and ate included in
cutrent eatnings.

Fair value measurements —

Investment in matketable securities with readily detetminable fair value and all investments in
debt securities are reported at their fair values in the balance sheets. Fair value is the price that
would be received to sell an asset of paid to transfer a liability in an ordetly transaction between
matket participants at the measurement date. Accounting principles generally accepted in the
United States of America (US GAAP) also establishes a framework for measuring fair value and
expends disclosures about fair value measurements. See Note (4).

Income taxes —

Income taxes are accounted for using the asset and liability method under which deferred
income taxes are recognized for the tax consequences of “temporary differences” by applying
enacted statutory tax rates applicable to future years to differences between the financial
statement carrying amounts and the tax bases of existing assets and liabilities and operating loss
carry forwards. The effect of deferred taxes for a change in tax rates is recognized in the period
that includes the enactment date. Management provides a valuation allowance against the.
deferred tax assets for amounts which are not considered “more likely than not™ to be realized.

The Company follows the accounting standard on accounting for uncertainty in income taxes,
which addresses the determination of whether tax benefits claimed ot expected to be claimed on a
tax return should be recorded in the finandial statements. Undet this gnidance, 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 financial statements from such a position are
measured based on the latgest benefit that has a greater than 50% likelihood of being realized
upon ultimate settlement. The guidance on accounting for uncertainty in income taxes also
addtesses de-recognition, classification, intetest and penalties on income taxes, and accounting in
interim periods.

Use of estimates ~

In preparing financial statements in conformity with US GAAP, management is required to
make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosures of contingent assets and liabilities at the date of the financial statements, and the
recorded amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

(i) Concentration of credit risk —
Financial instruments that potentially expose the Company to concentration of credit risk only
include bank accounts. The Company maintains these accounts at reputable financial
institutions. While the Company attempts to limit any financial exposure, its deposit balances
may, at times, exceed federally insured limits. The Company has not expetienced any losses on
such accounts.

For the years ended December 31, 2016 and 2015, two customers accounted for 54% and 63%
of the Company’s revenues, respectively. However, management believes that it is not
reasonably possible that events that could cause severe impact will occur in the near term and
that the Company is not vulnerable to the tisk of near-term severe impact.

(2) Deposit with Clearing House:

3)

*®

This constant deposit is a requirement of Petshing LLC, the U.S. based firm providing clearing and
custodial setvices for the Company and which maintains all customer accounts. As of December 31,
2016 and 2015, the total deposited amount of $100,000 was held by Petshing LL.C. As of December 31,
2016 and 2015, this deposit with Clearing House was invested in U.S. Treasury Bills. See Note (3).

Investment in marketable securities:

The investment in marketable securities at December 31, 2016 and 2015, consisted of U.S. Tteasury Bills,
which matured on February 9, 2017 and June 16, 2016, respectively. It amortized cost of $114,947 and
$109,768 equals its fair value as of December 31, 2016 and 2015, respectively.

Fair value measurement:

FASB ACS 820 defines fair value, establishes a framework for measuring fair value, and establishes a
hierarchy of fair value inputs. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an ordetly transaction between market participants at the measurement date. A fair
value measurement assumes that the transaction to sell the asset ot transfer the liability occuts in the
principal matkets for the asset or liability or, in the absence of a principal market, the most advantageous
market. Valuation techniques that are consistent with the market, income or cost approach, as specified
by FASB ASC 820, are used to measure fait value.

The fair value hierarchy priotitizes the inputs to valuation techniques used to measure fair value into
three broad levels:

Level 1—  Quoted prices (unadjusted) in active markets for identical assets and liabilities that the
Company can access at the measurement date.

Level 2 — Inputs other than quoted prices included within level 1 that are obsetvable for the asset
" orliability either directly or indirectly.

Level 3~ Unobservable inputs for the asset or liability.



RD Capital Group, Inc.

Notes to Financial Statefnents
December 31, 2016 and 2015
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The availability of observable inputs can vary from secutity to secutity and is affected by a wide vatiety
of factors, including, for example, the type of secutity, the liquidity of matkets, and other charactetistic
particular to the secutity. To the extent that valuation is based on models ot inputs that ate less
observable or unobservable in the market, the determination of fait value requites mote judgement.
Accordingly, the degtee of judgement exercised in determining fair value is greatest for instruments
categorized in leve] 3.

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 it’s entirely is determined based on the lowest level input that is significant to the
fair value measurement in its entitely.

A description of the valuation technique applied to the Company’s major categoties of assets and
liabilities measured at fair value on a recusting basis follows:

U.S. Treasury Bills — U.S. treasury bills are valued using quoted market prices. Valuation adjustments
are not applied. Accordingly, U.S. government securities are generally categotized in level 1 of the fair

value hierarchy.

The following table presents the Company’s fait value hietatchy for those assets measured at fair value
on a recurting basis as of December 31, 2016 and 2015.

Assets at fair value as of December 31, 2016

Level 1 Level 2 Level 3 Total
U.S. Treasury Bills $ 114,947 $ - $ $ 114,947
Total assets at fair value $ 114,947 $ - $ - $ 114,947

Assets at fair value as of December 31, 2015

Level 1 Level 2 Level 3 Total
U.S. Treasury Bills $ 109,768 $ - $ $ 109,768
Total assets at fair value $ 109,768 $ - $ - $ 109,768

(5) Retirement plan:

The Company has a defined employer contribution plan, which covers all of its employees with a
minimum of 21 yeats of age and 12 months of setvice, with full vesting of benefits after five years of
service. Future benefits and contributions to the plan cannot be anticipated since they depend upon
investment performance and therefore, cannot be guaranteed. No employet conttibution was made for
the years ended December 31, 2016 and 2015. '

10



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

(6) Income taxes:

On September 30, 2016, the Puerto Rico Treasury Department (“PRTD”) issued Administrative
Determination No. 16-11 (“AD 16-117) to clatify the applicability of the alternative minimum tax
(AMT) under Section 1022.03 of the Puerto Rico Internal Revenue Code of 2011 (the “Code”) for the
2016 taxable year and to establish the procedure to claim a credit for the excess payment of AMT for
the taxable year 2015.

Among the changes are the following:

1) The AMT computation will be limited to the 30% of the net alternative minimum tncome over
the exempt amount, reduced by the alternative minimum foreign tax credit for the taxable year, if
any.

2) Estimated tax payments for the taxable year 2016 that have not yet expired will not have to
include the tangible property and expenses in their computation.

3) Amounts already paid attributable to the tangible property and expenses component of the AMT
can be totally applied to the 2016 income tax liability.

AD 16-11 also provides that who filed its income tax return for taxable year 2015 and was subject to
tangible property and expenses components, will have the right to compute the AMT without
considering such amounts in the computation. Any credit resulting from such revision can be used
against AMT for subsequent years or estimated taxes for the year 2016.

These changes apply for taxable yeats commencing after January 1, 2016.

On May 29, 2015, the Governor of Puerto Rico enacted Act No. 72 “Amendments to the 2011 Puerto
Rico Intetnal Revenue Code”. The Act provided changes to income tax and sales and use tax provisions,
as well as included the adoption of a value added tax (VAT).

Among the changes to income taxes applicable to the Company’s 2016 and 2015 taxable years are:

1) The alternative minimum tax (AMT) was the higher of:
a. AMT income at the rate of 30%, or

b. Thesum of:
1. Purchases of personal property to related parties at rates that fluctuate from 2.5% to
6.5%, plus
ii. Expenses ot charges from related parties not subject to withholding at the rate of
20%

This was modified according to the AD 16-11 as described above.

2) Net operating losses (NOL’s) for taxable periods beginning after December 31, 2014 will be
limited to 80% of the net income for regular taxes and for taxable periods ending after
Decembet .31, 2014, they will be limited to 70% of the alternative minimuin net income for AMT

Plll’pOSéS.
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RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

@)

3) No deductions will be allowed for expenses incurred or paid to a related person that does not
perform any trade or business in Puerto Rico or a home office located outside of Puerto Rico by
a foreign entity engaged in trade or business in Puerto Rico through a branch.

4) For tax years beginning after December 31, 2014, carryforward of capital losses will be limited to
80% of capital gains from such sale and capital losses carried forward to subsequent years will be
limited to 80% of the current year’s net capital gain.

5) Expenses incutred or paid to a related persén will have a disallowance of 51% for the tax year
beginning after December 31, 2014.

On May 26, 2016, the Puerto Rico House of Representative and Senate approved the elimination of the
VAT, making Puerto Rico keep the Sales and Use Tax regime.

As of December 31, 2016 and 2015, the Company’s taxable income was subject to a tax rate, ranging
from 20% to 39%.

Differences between financial statements and taxable income consist mainly of temporary differences
with respect mainly to the non-deductibility of certain expenses for tax purposes.

Management evaluated the Company’s tax positions and concluded that the Company had taken no
uncertain tax positions that requite adjustment to the finandial statements. The Company files income
tax returns in the Commonwealth of Puerto Rico.

Lease commitments:

The Company operates in premises, comprising of 1,892 square feet, occupied undet the terms of an
operating lease agreement. Effective January 1, 2015, the Company renewed the lease agreement for an
additional five years period that ends on December 31, 2019. Monthly rent under the lease agreement
amounts to $4,336.

The Company is also committed under the terms of a lease agreement with Healthy Aging, LLC, a
related party. The agreement was effective March 1, 2014 to December 31, 2019 and provides for a
monthly rent amounting to $8,707.

Total rent expense related to the above leases amounted to approximately $156,500 and $159,400 duting
the years ended December 31, 2016 and 2015, respectively.

Minimum rental commitment for the next years related to the above operating lease agreements, is as
follows:

Year Amount
2017 $ 156,500
2018 156,500
2019 156,500
$ 469,500

12



—

R

-

)

~ ]

RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

(®)

In addition, the Company leases two vehicles under operating lease agreements. Futute minimum rental
commitment under these leases, through their expiration dates ate as follows:

Year Amount

2017 $ 4704

2018 10,050
$ 14,754

Rent expense for these vehicles’ operating leases for the years ended December 31, 2016 and 2015
amounted to $7,976 and $14,522, respectively.

Related patty transactions:

The Company engaged in transactions with related parties mainly for commissions and othet employee
benefits paid to the stockholder, rent expenses, among others. In addition, included in the statements of
operations and accumulated deficiency ate revenues and expenses resulting from various securities trading
activities with related parties, as well as fees for administrative services petformed by the Company. The
following table sets forth the Company’s related party transactions as of and duting the yeats ended
December 31, 2016 and 2015:

2016 2015

Commission revenue - Stockholder $ 370,027 §$ 466,547

Clearing charges resulting from the trading of securities

with the Stockholder $ 2201 § 2,754

Commission paid to Stockholder $ 160,500 § 175,000

Employee benefits paid to Stockholder $ 24900 ¢ -

Due to Stockholder $ 12,000 § 28,607
' Due from Stockholder $ - $ 934

Duting the years ended December 31, 2016 and 2015, the Company incutred in rent expenses telated to an
agreement with Healthy Aging, LLC, a related company, in the amount of $104,484 each yeat (see Note 7).

13



RD Capital Group, Inc.

Notes to Financial Statements
December 31, 2016 and 2015

)

(10)

a1

Net capital requirements:

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. Furthermore, equity
capital may not be withdrawn or cash dividends paid under certain conditions.

At December 31, 2016 and 2015, the Company had the following net capital figures (see related
Schedule I):

Requited Net Excess Net
Capital Ratio Capital Net Capital Capital Amount
0.66 to 1 3 50,000 § 71,103 § 21,103
0.84to 1 $ 50,000 § 71,962 § 21,962

Supplementary information:

The accompanying Schedules I and II have been prepared in accordance with the requitements and
general format of FOCUS Form X-17a-5.

Other schedules, such as, Statement of Changes in Liabilities Subordinated to Claims of Genetal
Creditors, Determination of Reserve Requirements, Information Relating to the Possession or Control
Requirements, and Schedule of Segregation Requirements and Funds in Segregation, which are requited
pet SEC Rule 15¢3-3 are omitted as being not applicable since, during the yeats ended December 31,
2016 and 2015, the Company has not had activities that would need to be disclosed on such schedules.

Contingencies:

The Company, at times, may be involved in litigation relating to matters that atises in the ordinary
course of its operations and activities. Such matters are contested by the Company’s legal counsel or
covered by insurance. It is management and its legal counsels’ opinion, that the final outcome of such
claims and legal proceedings when they arise, will not matetially affect the operations of the Company.

14



— RD Capital Group, Inc. Schedule I
— Computation of Net Capital Under Rule 15¢3-1
o of the Securities and Exchange Commission
ﬁ‘ December 31, 2016 and 2015
L 2016 2015
- Net Capital:
L Total stockholder's equity $ 79,437 $ 81,799
o Less- Non-allowable assets-
o Petty cash 414 485
i Account receivable from stockholder - 934
— Other accounts receivable 537 400
b Prepaid expenses 6,090 6,783
o Total non-allowable assets 7,041 8,602
__ Less- Haircuts on securities-
vl Investment in marketable securities 1,293 1,235
—
Ll : Net capital $ 71,103 $ 71,962
B Aggregate indebtedness:
- Items included in the accompanying balance sheets -
L Accounts and other commissions payable $ 8,056 $ 7,861
— Accrued payroll taxes and withholdings 4,317 3,527
L Income and related tax payable - 2,000
- Other accrued expenses 34,547 47,146
— Total aggregate indebtedness $ 46,920  § 60,534
L_ Computation of basic net capital requirement:
L Minimum net capital required (aggregate indebtedness + by 15) $ 3128 § 4,036
T Minimum dollar net capital requitement $ 50,000 $ 50,000
— Net capital requirement (highest of above amounts) $ 50,000 $ 50,000
=
. Excess net capital (net capital - §50,000) $ 21,103 $ 21,962
L Net capital less the greater of 10% of aggregate indebtedness
L ot 120% of minimum dollar net capital requirement $ 11,103 § 11,962
o Ratio: Aggregate indebtedness to net capital 66to 1 B4to1l
t
e Reconciliation with Company's computation (included in Part IIA
e Form X-17A-5 as of December 31, 2016 and 2015):
L Net capital, as reported in Company's Part ITA

(Unaudited) FOCUS report $ 71,103 $ 71,962
L Net audit adjustments - -
— Net capital pet above $ 71,103 $ 71,962
o
o
[T

15
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RD Capital Group, Inc.

Reconciliation of Aggregate Indebtedness Pursuant to Rule 17A-5 (D)(4)
of the Secutities and Exchange Commission
December 31, 2016 and 2015

Schedule 11

2016

2015

Reconciliation with Company's computation (included in Part
ITA Form X-17A-5 as of December 31, 2016 and 2015):

Aggregate indebtedness as reported in

Company's Part ITA (Unaudited) FOCUS report $ 46,920

Audit adjustments

$ 60,534

Schedule I $ 46,920

$ 60,534

16
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Independent Accountants’ Report on
Applying Agreed-Upon Procedures
Related to the SIPC Assessment Reconciliation
Kevane Grant Thornton LLP

33 Calle Bolivia, Ste 400
San Juan, Puerto Rico 00917-2013

T+1 787 754 1915
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RD Capital Group, Inc.:

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934, we have petformed the
procedutes enumerated below with respect to the accompanying Schedule of Assessment and Payments
[General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation
(SIPC) for the year ended December 31, 2016, which were agreed to by RD Capital Group, Inc. (“the
Company”) and the Secutities and Exchange Commission, Financial Industty Regulatory Authority, Inc.,
and SIPC, solely to assist you and the other specified parties in evaluating the Company’s compliance
with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The
Company’s management is responsible for the Company’s compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation standards established
by the American Institute of Cestified Public Accountants. The sufficiency of these procedures is solely
the tesponsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report
has been requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compated the assessment payments in Form SIPC-7 with respective cash disbursement recotds
entties.

The Company made the following general assessment payments, as reported in Form STPC-7
cotresponding to the year ended December 31, 2016:

Bank
Check Check Check Clearing
Number Date Amount Date
13140 7/19/2016 $ 1,174 8/1/2016
13364 2/13/2017 $ 939 *

*Check has not been collected/cleared by the bank as of the date of this report.

We found no exceptions as a result of the procedure.
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2. Compated the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2016, as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31,
2016.

Total
Audited Revenues
Form X-17A-5 Form SIPC-7 Diffetence

$ 870,599 $ 870,598 $ 1

We found one-dollar difference as a result of the procedure.

3. Compared any adjustments reported in Form SIPC-7 with the internal Company’s trial balance
(general ledger) for the year ended December 31, 2016.

Adjustment
per Form
SIPC-7 - Amount
Deductions:
Clearing firm charges $ 20,861
Short sales interest expense 4,424
Total $ 25,285

We found no exceptions as a result of the procedure.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the General
Assessment Payment Form (SIPC-6) for the year ended December 31, 2016.

We found no exceptions as a result of the procedure.

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed.

This step does not apply since there were no overpayments of general assessment fees for the year
ended December 31, 2016.
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We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
petformed additional procedures, othet matters might have come to our attention that would have been
reported to you.

This report s intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.
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We have reviewed management's statements, included in the accompanying Exemption Report, in
which (1) RD Capital Group, Inc. (“the Company”) identified the following provisions of 17
C.FR. § 15¢3-3(k) under which RD Capital Group, Inc. claimed an exemption from 17 CF.R. §
240.15¢3-3: (2)(it) — Al customer transactions cleared through anotber broker-dealer on a fully disclosed basis
(the “exemption provisions”) and (2) the Company stated that it met the identified exemption
provisions throughout the year ended December 31, 2016 without exception. The Company's
management is responsible for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required
procedures to obtain evidence about RD Capital Group, Inc.'s compliance with the exemption
provisions. A review is substantially less in scope than an examination, the objective of which is
the expression of an opinion on management's statements. Accordingly, we do not express such

an opinion.

Based on out review, we are not aware of any matetial modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k) (2)(iz) — Al customer transactions cleared through
another broker-dealer on a fully disclosed basis of Rule 15¢3-3 under the Securities Exchange Act of
1934,
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The Exemption Report

RD Capital Group, Inc., (the Company) is a registered broker-dealer responsible for complying with the
Rule 17a-5 promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to
be made by certain brokers and dealers™) and complying with 17 C.F.R. §240.15¢3-3: 2(ii) (the "exemption
provisions™). This Exemption Report was prepared as required by 17 C.F.R. § 240.17a-5 and the exemption
provisions. To the best of its knowiedge and belief, the Company states the following:

(1) The Company claimed an exemption from 17 C.F.R. §240.15¢3-3: 2(ii) (the "exemption provisions")
under the following provisions of 17 C.F.R. §240.15c3-3(k) and: '

(2) The Company met the identified exemption provisions in 17 C.F.R. §240.15¢3-3(k) throughout the most
recent fiscal year from January 1, 2016 to December 31, 2016 without exception.

Position: Chief Financial Officer

Date: February 7, 2017
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