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OATH OR AFFIRMATION

Michael McCoy , swear (or affirm) that, to the best of

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

B.Riley FBR, Inc· , as

of December 31st , 20 18 , 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:

Signature

& SVETLANAKIRfC

- Notary Public - California . Chief FinancialOfficer
Los Angeles County si

Commission # 2258199 'fitje
My Comm.Expires Oct 13,2022

Notary Public

This report ** contains (check all applicable boxes):
2 (a) Facing Page.
2 (b) Statement of Financial Condition.

0 (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

6 (d) Statement of Changes in Financial Condition.(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
() (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

0 (j) A Reconciliation, including appropriate explanation ofthe Computation ofNet Capital Under Rule 15c3-1 and the

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

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

/ (l) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

[] (n) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the ShareholderandBoard of Directors of
B.Riley FBR,Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of B.Riley FBR, Inc.(the
"Company")as of December 31, 2018 and the related notes (collectively referred to as the "financial
statements").In our opinion,the financial statementspresentfairly, in all material respects,the financial
position of the Company as of December 31, 2018, in conformity with accounting principles generally
acceptedin the United States of America.

Basis for Opinion

Thesefinancial statementsarethe responsibility of the Company's rnanagement.Our responsibility is to
express an opinion on the Company's financial statements based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independentwith respect to the Company in accordancewith the U.S.
federal securities laws and the applicable rules and regulations of the Securities and. Exchange
Commissionand the PCAOB.

We conductedour audit in accordancewith the standardsof the PCAOB.Those standardsrequire that
we plan andperform the audit to obtain reasonableassuranceaboutwhether the financial statementsare

free of material misstatement,whether due to error or fraud.Our audit included performing procedures .
to assessthe risks of material misstatement of the financial statements,whether due to error or fraud,
and performing procedures that respond to those risks.Such proceduresincluded examining, on a test
bäsis,evidence regarding the amounts and disclosures in the financial statements. Our audit also

included evaluating the accounting principles used and significant estimatesmade by management,as
well as evaluating the overall presentationof the financial statements.We believe that our auditprovides
areasonablebasisfor our opinion.

We haveservedas the Company's auditor since2017.

Denver,Colorado
February26 2019



B.Riley FBR, Inc.

Statement of Financial Condition

December 31,2018

Assets

Cashand cash equivalents $ 33,129
Receivables:

Securities borrowed 931,346
Due from affiliates 2,848
Investment banking 11,827

Due from clearing brokers 29,259
Other 2,449

Financial instruments owned, at fair value 196,138
Goodwill and intangible assets 3,493

Furniture,equipment,software, andleaseholdimprovements,
net of accumulated depreciation and amortization 4,865

Prepaid expenses and other assets 2,959

Total assets $ 1,218,313

Liabilities and Shareholder''s Equity
Liabilities

Securities loaned $ 930,521
Financial instruments sold, not yet purchased, at fair value 37,613
Accrued compensation and benefits 12,070
Accounts payable and accrued expenses 7,191

Total liabilities 987,395

Commitments and Contingencies (Note 10)

Shareholder's equity

Common stock, $1 par value, 2,000 shares authorized,

1,135shares issued and outstanding 201
Additional paid-in capital 293,265
Accumulated deficit (62,548)

Total shareholder's equity 230,918

Total liabilities and shareholder's equity $ 1,218,313

The accompanying notes are an integral part of this financial statement.
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B.Riley FBR,Inc.

Notes to Statement of Financial Condition

December 31,2018
(Dollars in thousands,except per share amounts)

Note 1.Organization and Nature of Operations:

B.Riley FBR,Inc.("theCompany") is abroker-dealer registeredwith the SecuritiesandExchangeCommission("SEC")
andis amemberof the Financial Industry Regulatory Authority ("FINRA").The Company is a Delawarecorporationengaged
in a single line of business as a securities broker-dealer, which includes institutional brokerage and investment banking
activities.The Companyis a wholly-owned subsidiaryof B.Riley Financial, Inc. (the "Parent" or "B.Riley Financial").

TheCompany's principal business activities, including capital raising, financial advisory, institutional sales and trading,
differentiated securities research and securities lendingareall linked to the capital markets.

The Company's investment banking and institutional brokeragebusiness activities areprimarily focusedon small- and
mid-cap stocks in the following industry sectors; consumer,energy and natural resources,financial institutions, healthcare,

insurance,industrials, real estate,and technology,media and telecommunications.Additionally, the Companyalsoprovides
securities lending services to institutional clients. These services include facilitating the sourcing, borrowing and lending of
equity and fixed income securities. By their nature, the Company's business activities are conducted in markets which are
highly competitive and are subject to general market conditions, volatile trading markets and fluctuations in the volume of
market activity, as well as conditions affecting the companies and markets in the Company's areas of focus.

The Company'srevenuesfrom investmentbanking aresubjectto substantialfluctuations dueto a variety of factors that
cannot bepredictedwith great certainty, including the overall condition of the economyand the securities markets asa whole
andof the sectorson which the Company focuses.Fluctuations also occur dueto the level of market activity,which,among
other things,affects the flow of investment dollars and the size, numberandtiming of transactions.As aresult, net results and
revenuesmayvary significantly from year-to-year.

Note 2.Summary of Signifleant Accounting Policies:

Use of Estimates

The preparation of the Company's financial statements,in conformity with accountingprinciples generally acceptedin
the United States of America,("U.S. GAAP"), requires management to make estimates and assumptions affecting the reported
amounts of assetsand liabilities and disclosure of contingent assetsandliabilities at thedate of the financial statements and the

reported amountsof revenuesand expensesduring the reporting period.Although the Company basesits estimatesand
assumptions on historical experience and market information (when available) and on various other factors that it believes to
bereasonableunder the circumstances,managementexercisessignificant judgment in the final determination of its estimates.
Actual resultsmay differ from theseestimates.

Cashand Cash Equivalents

Cashequivalents include demand deposits with banks, money market accounts, and highly liquid investments with
original maturities of three months or less.As of December 31, 2018,approximately 88% of the Company's cashequivalents
are investedin government money market funds that invest primarily in U.S.Treasuries and other securities directly or
indirectly guaranteed by the U.S.government. The Company holds cash in financial institutions in excessofthe Federal Deposit
Insurance Corporation insured limits. The Company periodically reviews the financial condition of the financial institutions
andassessesthe credit risk of such investments.

Securities Borrowed and Securities Loaned

Securities borrowed and securities loanedare recorded basedupon the amount of cashadvanced or received.Securities
borrowedtransactionsfacilitate the settlement process and require the Company to deposit cashor other collateral with the
lender.With respect to securities loaned,the Company receivescollateral in the form of cash.The amount of collateral required
to bedepositedfor securities borrowed, or received for securities loaned,is an amount generally in excessof the market value
of the applicablesecurities borrowed or loaned.TheCompanymonitors the market value of the securitiesborrowedandloaned
on a daily basis,with additional collateral obtained,or excess collateral recalled,when deemed appropriate.As of December
31,2018, all collateral received or paid was in the form of cash.

3



B.Riley FBR, Inc.

Notes to Statement of Financial Condition

December 31,2018
(Dollars in thousands,except per share amounts)

Receivable from Clearing Brokers

The Companyclears all of its proprietary and customertransactionsthrough other broker-dealers on a fully disclosed
basis.The amount receivable from the clearing brokers represents amounts receivable for unsettled securities sold by the
Company,amounts receivable for commissions,the Company's clearingdepositslessamountspayablefor clearing costs and
other settlement charges and amounts payablefor unsettled securities purchased.The amount also includes the cashcollateral
receivedfor securities loaned lesscash collateral paid for securities borrowed.

Financial Instruments

Trading account and investment securitiesand financial instruments sold, not yet purchasedare recorded on the trade-
date andcarriedat fair value.

Fair Valueof Financial Instruments

The Financial Accounting Standards Board's ("FASB") Accounting Standards Codification ("ASC") 820,"Fair Value
Measurement"("ASC 820") definesfair value asthe price that would be receivedto sell anassetor paid to transfera liability
in anorderly transaction between market participants at the measurement date,not adjusted for transaction costs.ASC 820also
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques usedto measure fair value into three broad
levelsgiving the highest priority to quoted prices in active markets for identical assetsor liabilities (Level 1) andthe lowest
priority to unobservable inputs (Level 3) asdescribedbelow:

Level 1 Inputs Unadjustedquoted prices in active markets for identical assetsor liabilities that is accessibleby the
-Company;

Level 2 Inputs Quoted prices in markets that are not active or financial instruments for which all significant inputs are
-observable, either directly or indirectly;

Level 3 Inputs Unobservable inputs for the asset or liability including significant assumptions of the Companyand other
-market participants.

The Companydetermines fair valuesfor the following assetsandliabilities:

Equity securities and warrants-The Companyclassifies marketableequity securitieswithin Level 1of the fair valuehierarchy
becausequotedmarket pricesfrom anexchangeareusedto valuethese securities.Non-public equity securities,which primarily
include securitieswhere the Company acted as placementagent in anoffering of equity securitiesand where the Company
facilitates over-the-counter trading activity for the securities, are classified within Level 3 of the fair value hierarchy. In
determining the fair value of these securities,the Company considers enterprise value and analyzes various financial,
performance and market factors to estimate the value, including where applicable over-the-counter market trading activity.
Non-exchange tradedwarrants to purchasepublic equity securities areclassifiedasLevel 3 asaBlack-Scholes valuation model
is usedto valuethese securities.

Corporate bonds-The Company classifies corporate bonds within Level 2 ofthe fair value hierarchy asthey are valued using

quotedmarket prices provided by a broker or dealer, or alternative pricing servicesthat provide reasonablelevels of price
transparency.The Company primarily usesprice quotes from an independent broker dealer who makes markets in or is a
specialistwith expertisein thevaluation of thesefinancial instruments.The Companyreviews broker or pricing servicequotes
it receivesto assessthe reasonableness of the valuesprovided,suchreviews include comparisonto internalpricing modelsand,
when available,prices observed for recently executed market transactions of comparablesize.Basedon this assessment,at

eachreporting date the Company will adjust price quotes it receives if such anadjustment is determined to beappropriate.
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B.Riley FBR,Inc.

Notes to Statement of Financial Condition

December 31,2018
(Dollars in thousamis, except per share amounts)

Theestimated fair values of the Company'sfinancial instruments which arenotmeasuredat fair value on thestatement
of financialcondition asof December 31,2018 are as follows:

Carrying Estimated
Amount Fair Value

Financial Assets

Cash and cash equivalents $ 33,129 $ 33,129

Securities borrowed 931,346 931,346
Receivables 46,383 46,383

FinancialLiabilities

Securities loaned $ 930,521 $ 930,521
Accounts payable and accrued expenses 7,191 7,191

The carrying amounts noted above for cash and cash equivalents, securities borrowed and loaned, receivables,and
accounts payable and accrued expensesapproximate fair value giventhe short-term nature of these items and/or minimal credit
risk. The cashand cash equivalents are classified asLevel I within the fair value hierarchy. The securities borrowed and loaned,
receivables,andaccounts payable andaccrued expenses areclassifiedasLevel 2 within the fair value hierarchy.

Goodwill and Intangible Assets

The Company'sintangible assets consistof goodwill andintangible assetswith finite useful lives. All of theseintangible
assets wererecognizedasa result of a business combination that was completedin August 2014. Goodwill is not amortized
but is tested annually for impairment (during the third quarter) ormore frequently if anadverseeventoccursthatmay indicate
impairment. The valuesof the intangible assetswith finite useful lives areamortized in proportion to their expectedeconomic
benefit over their estimateduseful life or straight-line if the econornicbenefit cannot bereliably determined.These intangible
assetsareperiodically tested for impairment by comparing expected future grosscashflows to the asset'scarrying amount.If
the expected grosscashflows are less than the carrying amount,the asset is impaired and is written-down to its fair value.

Furniture, Equipment, Software and Leasehold Improvements

Furniture, equipment, software and leasehold improvements are stated at cost less accumulated depreciation and
amortization.Furniture and equipmentare depreciatedusing the straight-line method over their estimated useful life of three
to five years.Amortization of purchased software is recorded over the estimateduseful life of three to five years.Leasehold
improvementsare amortized using the straight-line method over the shorter of the useful life or leaseterm.

Leases

The Company leases its corporate headquarters and other offlees under non-cancelable leases.The terms of the
Company'sleaseagreementsrange up to 10yearsandmay containrenewal options, escalationclauses,rent-free periods and
operating cost adjustments.

For leasesthat contain escalation olausesor rent-free periods, the Company recognizesthe related rent expenseon a
straight-line basisfrotn the date the Company takes control of the property to the end of the initial leaseterm. The Company
recordsanydifferencebetweenthestraight-line rent amountsandamounts payableunderthe leasesaspart of accounts payable
andaccrued expenses.Leaseincentives receivedupon entering into certain leases are recognizedon a straight-line basisasa
reduction of rent expense from the date the Company takes control of the property or receives the incentive to the end of the
initial lease term.The Company records the unamortized portion of lease incentives as part of accountspayable andaccrued
expenses.

Income Taxes

The Company joins in the filing of a consolidated federalincome tax return with the Parent.The Company's income tax
provision is calculated basedon the benefits for loss tax allocation method. Under the benefits for lossmethod,tax attributes
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B.Riley FBR,Inc.

Notes to Statement of Financial Condition

December 31,2018
(Dollars in thousands, except per share amounts)

arecharacterized asrealizable by the consolidatedgroupevenif the subsidiary would not otherwise have realized the attributes
on astand-alone basis.

Deferredtax assetsand liabilities represent the differencesbetween the financial statement andincome tax basesof assets
and liabilities using enacted tax rates.The measurement of net deferredtax assets is adjusted by a valuation allowance if, based
on the Company'sevaluationand its consideration of the criteria in ASC 740, "Income Taxes" ("ASC 740"), it is more likely
thannot that they will not berealized. Tax liabilities for uncertain tax positionsarerecordedin accordance with ASC 740.The
Companyrecordsinterest andpenalties in other operating expensesin the statement of operations.

RecentAccounting Pronouncements

In August 2018, the Financial Accounting Standards Board(the "FASB") issuedAccounting Standards Update ("ASU")
No.2018-13: Fair Value Measurement (Topic 820) ("ASU 2018-13"). The amendments in this update change the disclosure

requirementsfor fairvaluemeasurementsbyremoving,modifyingandaddingcertaindisclosures.TheCompanyearlyadopted
ASU 2018-13 in the third quarter of 2018 and the adoption did not have a material impact on the Company's financial
statements.

In February 2016, the FASB issued ASU No.2016-02: Leases (Topic 842) ("ASU 2016-02"). The amendments in this
update require lessees,among other things, to recognize lease assets and lease liabilities on the balance sheet for those leases

classifiedas operating leases under previous authoritative guidance.This updatealso introduces new disclosurerequirements
for leasing arrangements.In July 2018, the FASB issued ASU 2018-10: Codification Improvements to Topic 842, Leases,
which providesnarrow-scope improvements to the leasestandard.ASU 2016-02 and ASU 2018-10 will be effective for the
Companyin fiscal year 2019, but early application is permitted. The Company is currently evaluating the impact of these
updates on the financial statements.

In August 2016, the FASB issuedASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash
Receipts and CashPayments ("ASU 2016-15"), which clarifies how companies present and classify certain cashreceipts and
cashpayments in the statement of cash flows.ASU 2016-15 is effective for the Company in the first quarter of fiscal year2019,
but early application is permitted. The Company hasnot yet adopted this update and is currently evaluatingthe impact it may
haveon its financial condition and results of operations.

In January 2017, the FASB issuedASG 2017-04, Intangibles-Goodwill and Other (Topic 350)Simplifying the Testfor
Goodwill Impairment. This standard simplifies the accounting for goodwill impairment. The guidance removes Step 2 of the
goodwill impairment test, which requires a hypothetical purchaseprice allocation. Goodwill impairment will now be the
amount by which a reporting unit's carrying value exceeds its fair value,not to exceedthe carrying amountof goodwill. The
revisedguidancewill be applied prospectively, and is effective for calendar year-end SEC filers for its annual or any interim
goodwill impairmenttests in fiscal yearsbeginningafter December 15,2019.Early adoption ispermitted for interim or annual
goodwill impairment tests performedon testing dates afterJanuary1,2017.The Company hasnot yet adopted this update and
currently evaluating the effect this new standard will haveon its financial condition and results of operations

Note3.Related-Party Transactions:

The Companyis a member of anoperating group of affiliates that may provide or receive services to andfrom eachother.
From time to time, B.Riley Financial and other affiliates may record costs which, in part, may be basedon the Company's
operations.Accordingly, the statement of financial condition andstatement of operations may not necessarilybe indicative of
the financial position and operations that would have existed had the Company been operated asan unaffiliated corporation.

During the year endedDecember31,2018, the Company's affiliates allocated to the Company certainoverheadcosts
related to various corporate governanceactivities. In addition, the Companyallocated to its affiliates certain costs representing
allocations for the use by theseentities of varioussupport services administered by the Company.

As of December31, 2018, the Company held limited partnership interests of $2,972 in GACP I, L.P.,which is a direct
lendingfund that providessenior securedloansand secondlien secured loan facilities to middle market public and private U.S.
companies.The general partner and investment manager of GACP I,L.P.is Great American Capital Partners, LLC,which is
a wholly-owned subsidiaryof B.Riley Financial.
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B.Riley FBR, Inc.

Notes to Statement of Financial Condition

December 31,2018

(Dollars in thousands,except per share amounts)

Receivables and Payables

Fromtime to time the Company may agreeto makeadvancesto employeesor provide loansto employees,generally in
connection with employee recruitment. These arrangements are typically short term in nature and repaid from incentive
compensation earnedby the employee.As of December31,2018,there was $2,458 of receivablesfrom employeesincluded in
duefrom affiliates on the statement of financial condition.

Administrative and other services provided by the Company to, or receivedfrom, its operating group of affiliates may
result in amountsduefrom or due to affiliates. As of December 31,2018, $1,425waspayableto theparent andits subsidiaries.
Netted with this amount in receivablesdue from affiliates is $1,815 of currentand deferred taxesduefrom the parent aswell
asrefundsof previoustax reimbursementsfrom theparent company.

Employee Benefits

The Company maintains a retirement plan, pursuant to section 401(k) of the Internal Revenue Code, for eligible
participantsto makevoluntary contributions of aportion of their annualcompensation,on adeferredbasis,subjectto limitations
provided by the Internal Revenue Code. The Company may make a contribution at the discretion of the Board of Directors.

Note 4.Financial Instruments:

The following tables set forth, by level within the fair value hierarchy, financial instruments accounted for underASC
820 asof December 31, 2018.As required by ASC 820, assets and liabilities that are measured at fair value are classified in
their entirety basedon the lowest level of input that is significant to the fair value measurement.
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B.Riley FBR, Inc.

Notes to Statement of Financial Condition

December 31,2018

(Dollars in thousands,except per share amounts)

Items Measured at Fair Value on a Recurring Basis

December 31,2018 Invel 1 Izvel 2 Invel 3

Financialinstrumentsowend, at fair value

Tradingaccountsecurities,at fair value

Marketable andnon-public equity securities $ 151,606 $ 145,329 $ - $ 6,277

Loans 19,345 - - 19,345

Fixedincomesecurities 3,430 - 3,430 -

Corporatebonds 18,785 - 18,785 -

193,166 145,329 22,215 25,622

Investment funds valued at net asset valueN 2,972
Total financial instruments owend, at fair value $ 196,138

Financialinstruments sold, not yet purchased,

at fair value

Marketableand non-public equity securities $ 11,130 $ 11,130 $ - $ -

Fixedincomesecurities 10,145 - 10,145 -

Corporate bonds 16,338 - 16,338 -

Financialinstrumentssold, not yet purchased,at fair value $ 37,613 $ 11,130 $ 26,483 $ -

(1) In accordance with Subtopic 820-10,certain investments that are measured at fair value using the net asset value per

share (or its equivalent) practical expedient have not been classified in the fair value hierarchy.The fair value amounts

presented in this table are intended to permit reconciliation ofthe fair value hierarchy to the amounts presented in the
consolidated balance sheets.

As of December31, 2018, financial assetsmeasured and reported at fair value on a recurring basisandclassifiedwithin
Level 3 were $25,622,or 2.1%of the Company's total assets at that date. Regarding these Level 3 financial assets,in
determining fair value,the Company analyzesvarious financial, performance andmarket factorsto estimate the value,including
for non-public equity securities,over-the-counter market trading activity. The following table providesthe valuationtechnique
andunobservable inputs primarily used in assessingthe value of thesesecuritiesasof December31,2018:

Fair Value Valuation Technique Unobservable Input Range Weighted Average
Marketable and non-public equity securities 6,277 Market approach Over-the-counter tradingactivity $10.50/share S 10.50

Market price of related security SOA8/share s 0.48
Option pricing model Annualized volatility 53% 53%

Loans Receivable 19,343 Discounted cash flow Market interest rate I1.0% - 14.8% 12.3%
Total assetsmeasuredat fhir value 25,622

For those non-public equity securities valued using a market approach,adverse industry market conditions or events
experienced by the underlying entitiescould result in lower over-the-counter trading pricesfor the securities.Suchlower trading
prices would result in a decline in the estimated fair value of these assets. The Companyassessedthe reasonablenessof the
fair valuesof thenon-public equity securitiesnoted abovebasedon its consideration of available financial data related to these

issuersaswell as anassessment of the nature of any over-the-counter trading activity during the period.

During the year endedDecember 31, 2018, there was one transfer out of Level 3 and into Level 1 for equity securities
that werepreviously non-public andduring the period became publicly traded.
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B.Riley FBR, Inc.

Notes to Statement of Financial Condition

December 31,2018
(Dollars in thousands,except per share amounts)

Items Measured at Fair Value on a Non-Recurring Basis

In addition, the Company may also measurecertain financial and other assetsand liabilities at fair value on a non-
recurring basisincluding items suchas intangible assetsand fixed assets.Adjustmentsto the fair value of theseassetsusually
result from the write downs of individual assets.Due to the nature of theseassets and liabilities, in determining value the
Companywould analyze various financial, performance and market factors to estimate the fair value. As aresult, these assets
andliabilities would be classifiedwithin Level 3 of the fair value hierarchy.

During the year endedDecember31,2018, there were no assetsor liabilities measuredat fair value on a non-recurring
basis for which there wasa changein carrying value.

Note 5.Goodwill and Intangible Assets:

The Companyperforms its annualassessmentof goodwill impairmentduring the third quarter of each year.
Management's assessment process includes determining the fair value of the Company's securities lending reporting unit and
comparing such fair value to the carrying value of the reporting unit. The Company's goodwill balance of $2,570relatesto the
securities lending businessthat was acquired in2014.In its annualassessment of this goodwill, basedon actual resultsachieved
comparedto projections used in valuing the acquisition, the Company determined that the fair value of the reporting unit
exceeded its carrying value.

As a result of the 2014 securities lending acquisition, the Company alsorecorded a finite-lived intangible assetrelated to
acquiredcustomer relationshipsinitially valued at $2,500. The customer relationship intangible assets are amortized over their
estimateduseful life of sevenyearson a straight-line basis.As of December 31,2018, the net carrying value of this intangible
asset is $923.

Note6.Securities Lending:

The Companyaccounts for securities lending transactions in accordancewith ASU 2013-01, "Balance Sheet (Topic 210):
Clarifying the Scope of Disclosures about Offsetting Assets and Liabilities," requiring companies to report disclosures of
offsetting assets and liabilities. The Company does not net securities borrowed and securities loaned and these items are
presented on agrossbasison the statement of financial condition. The following table presents the contractual grossand net
securities borrowing and lending balances and the related offsetting amount asof December 31,2018.

Amounts not
offset inthe

Gross amounts Net amounts statement of financial

offset in the included in the condition but eligible

Gross amounts statement of statement of for offsetting upon
recos;nized financial condition (1) financial condition counterparty default (2) Net amounts

Securities borrowed $ 931,346 $ - $ 931,346 $ 931,346 $ -

Securities loaned $ 930,521 $ - $ 930,521 $ 930,521 $ -

(1) Includes financial instruments subject to enforceable master netting provisions that are permitted to be offset to the extent

an event of default has occurred.

(2) includes the amount of cash collateral held/posted.
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B.Riley FBR, Inc.

Notes to Statement of Financial Condition

December31,2018
(Dollars in t/rousands,except per strare amounts)

Note 7.Furniture, Equipment, Software and Leasehold Improvements:

Furniture, equipment,software and leasehold improvements,summarizedby major classification, as of December31,
2018wereas follows:

Leaseholdimprovements $ 11,287
Furniture and equipment 5,436
Software 2,129

18,852
Less - accumulated depreciation andamortization 13,987

$ 4,865

Note 8.Income Taxes:

The Company is treated as a disregarded entity for federal and state income tax purposesand the Parent includes the
taxable income of the Company on its tax return,

The Company is not currently under audit related to its federal income tax returns. As of December31,2018, tax years
subsequent to December 31, 2015 remain open under the federal statute of limitations and for the Company's significant state
jurisdictions. As of December31, 2018, the Company hadno liability for uncertain tax positions.

Note 9.Regulatory Requirements:

The Companyis registered with the SEC and is a member of FINRA. As such, the Company is subject to the Uniform
Net Capital Rule 15c3-1 ("Rule 15c3-1") which stipulates minimum net capital requirements and aggregate indebtedness levels.
As of December 31,2018, the Company had net capital of $125,964which was$124,599 in excess of its requirednet capital
of $1,365.Rule 15c3-1 alsorequires that the Company's aggregateindebtedness to net capital percentage not exceed1500%.
The Company'saggregate indebtedness to net capital percentage was 16%.

The Companyis exempt from the provisions of Rule 15c3-3 underthe SecuritiesandExchangeAct of 1934,(the "Rule")
basedon sectionsk(2)(i) andk(2)(ii) of the Rule becausethe Companymaintains a SpecialAccount for the ExclusiveBenefit
of Customers andall customer transactionsare clearedthrough other broker-dealers on a fully disclosedbasis.The Company
doesnot carryor hold any customer funds or securities.

Note 10.Commitments and Contingencies:

The Company hascontractual obligations to make future payments in connection with non-cancelable lease agreements.
The following table sets forth these contractual obligations by fiscal year:

2019 2020 2021 2022 2023 Thereafter Total

M inimum rental

commitmentsfor the

Company's leases $ 4,441 $ 4,709 $ 4,719 $ 4,714 $ 4,579 $ 13,305 $ 36,467

Litigation

As ofDecember 31,2018, except as described below, the Company was neither a defendant nor plaintiffin any lawsuits
or arbitrationsnor involved in any governmental or self-regulatory organization matters that are expected to havea material
adverseeffect on its financial condition, results of operations or liquidity. The Company has been named asa defendant in a
small number of civil lawsuits relating to its various businesses.In addition, the Company is subject to various reviews,
examinations,investigations and other inquiries by governmental agenciesand self-regulatory organizations.There canbe no

assurancethat these matters individually or in aggregate will not havea material adverseeffect on the Company's financial
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condition, results of operations, or liquidity in a future period.However, based on management's review with counsel,
resolutionof these matters is not expected to have a material adverse effect on the Company's financial condition, results of
operations or liquidity.

Many aspects of the Company's businessinvolve substantial risks of liability and litigation. Underwriters andbroker-
dealers are exposedto liability under federal andstate securities laws,other federalandstate laws and court decisions,including
decisionswith respect to underwriters' liability and limitations on indemnification, as well as with respect to the handling of
customer accounts.For example,underwriters may beheld liable for materialmisstatements or omissionsof fact in aprospectus
used in connection with the securities being offered and broker-dealers may be held liable for statements made by their
securities analysts or other personnel.The Company has been named as a defendant in a small number of securities claims
involving investmentbanking clients as a result of the Company's role as an underwriter. In these cases,the underwriting
agreement provides, subject to certain conditions, that the investment banking client is required to indemnify the Company
againstcertainclaims or liabilities, including claims or liabilities underthe SecuritiesAct of 1933,as amended(the"Securities
Act"),or contribute to payments which the Company is required to make asa result of the litigation. There can beno assurance

that suchindemnification or contribution will ultimately beavailableto the Company or that an investment banking client will
be able to satisfy its indemnity or contribution obligations when due.

OnAugust 18,2017, a complaint was filed underBucks County Employees RetirementFund v. Nanthealth, Inc.et al.
naming FBR Capital Markets &.Co. as a defendant in a lawsuit alleging claims under Section 11 of the Securities Act, in
connection with the underwriting of the June 2016 IPO of Nanthealth, Inc.The complaint was initially filed in Los Angeles
SuperiorCourt. Defendantsremovedto federal court and plaintiffs filed a motion to remand back to state court; briefing is
ongoing. Nanthealth, Inc.hasassumedindemnity obligation.

In accordancewith applicable accounting guidance, the Company establishesan accrued liability for litigation and
regulatory matters when those matters present loss contingencies that areboth probable and estimable.In suchcases,there may
be an exposureto loss in excessof any amounts accrued.When a losscontingency is not both probable and estimable,the
Companydoesnot establishan accrued liability. As a litigation or regulatory matter develops, management,in conjunction
with counsel,evaluateson an ongoing basiswhether suchmatter presentsa losscontingency that is probableandestimable.
The pendingcasediscussedabove involving the Company is at a preliminary stage, based on management'sreview with
counseland present information known by management,loss contingenciesfor litigation and regulatory matters are not
probableandestimable as of December31,2018.

In certain circumstances, broker-dealers may also be held liable by customers and clients for losses sustained on
investments.In recent years,there has beenan increasingincidence of litigation andactions by government agenciesand self-

regulatory organizations involving the securities industry, including classactionsthat seeksubstantial damages.The Company
is alsosubjectto the risk of litigation, including litigation that maybewithout merit. As the Companyintends to actively defend
such litigation, significant legal expenses could beincurred.An adverseresolution of any future litigation againstthe Company
could materially affect its financial condition, operating results and liquidity.

Other

In February2016, pursuant to acompensation plan,the Companygranted certain employeesan interest inapool of assets
valuedat $2,766.The individual awards are subject to a 4-year cliff vesting requirement basedon continued service, The terms
ofthe compensation plan provide that any forfeited awardsbereallocatedto remaining awardrecipients and that the total value
of the assetpool at the date of vesting be distributed. The specific assets in the pool may change over the vesting period and
theCompanymay settle the awards in cash.The value of the assetpool was$539 as of December31,2018.

Note 11.Off-Balance-Sheet Risk and Other Risk:

Market Risk

Market risk is primarily caused by movements in market prices of the Company's trading account securities. The
Company'strading securities are also subject to interest rate volatility andpossible illiquidity in markets in whichthe Company
trades or invests. The Company seeks to manage market risk through monitoring procedures. The Company's principal
transactions areprimarily long and short equity and convertible debttransactions.
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Positionstaken and commitments made by the Company, including those madein connection with investment banking
activities, may result in substantial amounts of exposure to individual issuers andbusinesses, including non-investruent grade
issuers,securitieswith low trading volumes andthosenot readilymarketable.Theseissuersandsecuritiesexposethe Company
to ahigherdegree of risk than associated with investment grade instruments.As part of its trading activities, the Companymay
sell securitiesit doesnot currently own.When the Companysellsasecurity shortandborrows the security to makeadelivery,
a gain,limited to the price at which the Company sold the security short, or a loss, unlimited in size,will be realizedupon the
termination of the short sale.Financial instruments sold,not yet purchased represent obligationsof the Company to deliver the
specified security at the contracted price, and thereby, create a liability to purchasethe security in the market at prevailing
prices.These transactions when unrelated to over-allotments result in off-balance-sheet risk as the Company's ultimate
obligation to satisfy the saleof securities sold but not yet purchasedmayexceedthe current vale recordedin the statement of
financialcondition.

Credit Risk

The Companyfunctions asan introducing broker that placesandexecutescustomerorders.The orders arethen settled

by an unrelated clearing broker that maintains custody of customers' securities and provides financing to customers.The
Company clears all of its securities transactions through clearing brokerson a fully disclosed basis.Pursuant to the terms of
the agreements between the Company and the clearing brokers,the clearingbrokers have the right to charge the Company for
lossesthat result from a counterparty's failure to fulfill its contractual obligations.As the right to chargethe Companyhasno
maximum amount and appliesto all trades executed through the clearing brokers, the Company believesthere is no maximum
amountassignableto this right. At December31, 2018, the Companyhasrecorded no liabilities with regardto the right.

In addition, the Company has the right to pursue collection of performance from the counterparties who do not perform
under their contractual obligations. The Company monitors the credit standingof the clearing brokers and all counterparties
with which it conducts business.The Company attempts to limit its credit spreadrisk by offsetting long or short positions in
variousrelated securities.

The securities industry is subject to numerous risks, including the risk of loss associated with the underwriting,
ownership,and trading of securities,andthe risk of reducedrevenuesin periodsof reduceddemandfor security offerings and
activity in secondary trading markets. Changing economic and market trends may negatively impact the liquidity and value of
the Company's financial instruments and the level of security offerings underwritten by the Company, which may adversely
affect the Company's financial condition.

Through indemnification provisions in agreementswith the Company's clearing organizations,customer activities may
exposethe Company to off-balance-sheet credit risk. Financial instruments may have to be purchasedor sold at prevailing
marketprices in the event a customer fails to settle a trade on its original termsor in the event cashandsecurities in customer
marginaccounts arenot sufficient to fully cover customerobligations. The Companyseeksto manage the risks associated with
customer activities through customer screeningand selection proceduresas well as through requirements on customersto
maintain margin collateral in compliance with various regulations andclearing organization policies.

Credit risk from the Company's securities lending operations arisesif a lender or borrower defaults on an outstanding
securitiesloanor borrow transaction and the cashor securities the Company is holding is insufficient to cover the amount they

owethe Companyfor that receivable.The Companyassignscredit limits andcollateralpostingthresholdsfor eachcounterparty
and these limits and thresholds arereviewed periodically.

The Company'sequity and debt investments may include non-investment gradesecuritiesof privately held issuerswith
no readymarkets.The concentration and illiquidity of these investments exposethe Company to a higher degree of risk than
associated with readily marketable securities.

Note 12.Subsequent Events:

The Companyhasperformed anevaluation of subsequent events through the date the financial statements were issued.
The evaluation did not result in any subsequent events that required disclosures and/or adjustments.
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