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CAUTIONARY NOTICE REGARDING FORWARD LOOKING STATEMENTS

This Current Report on Form 8-K (this [JReport[]) contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended (the [JSecurities Act[]), Section 21E of the Securities
Exchange Act of 1934 (the JExchange Act[]) and the Private Securities Litigation Reform Act of 1995 (the JPSLRA[]).
Forward-looking statements reflect the current view about future events and financial performance based on
certain assumptions. They include opinions, forecasts, projections, assumptions, guidance, expectations, beliefs
or other statements that are not statements of historical fact. In some cases, forward-looking statements can be
identified by words such as [Jmay[], [Jcan[], Jwill{], (Jshould[], [Jcould[], (Jexpects[], [Thopes[], [believes[], [Iplans[], [Janticipate:
Opredicts[], (Jprojects[], [Jpotential[], [Jintends[], [Jlapproximates[] or the negative or other variation of such terms and other
comparable expressions. Forward-looking statements in this Report may include statements about:

e future financial and operating results, including projections of revenues, income, expenditures, cash
balances and other financial items;

e our capital requirements and the need for additional financing;

e our ability to secure new client engagements;

e our ability to successfully consummate financing and merger and acquisition transactions on behalf of our
clients;

e our ability to protect our intellectual property rights and secure the right to use other intellectual
property that we deem to be essential to the conduct of our business;

e the outcome of various regulatory and legal proceedings in which we are currently involved;

e the performance of any of our financial products and their potential to generate revenues;

e development of new financial products;

e our ability to execute our growth, expansion and acquisition strategies;

e current and future economic and political conditions;

e overall industry and market performance;

e competition;

e management[]s goals and plans for future operations; and

e other assumptions described in this Report underlying or relating to any forward-looking statements.

The forward-looking statements in this Report are only predictions. Actual results could, and likely will,
differ materially from these forward-looking statements for many reasons, including the risks described under
OJRisk Factors[] and elsewhere in this Report. No guarantee about future results, performance or achievements can
be made. These forward-looking statements are made only as of the date hereof, and we undertake no obligation
to update or revise the forward-looking statements, whether as a result of new information, future events or
otherwise. The safe harbors for forward-looking statements provided by the PSLRA are unavailable to issuers of
Openny stock.[] Our shares may be considered a penny stock and, as a result, the safe harbors may not be available
to us.
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Item 1.01 Entry into a Material Definitive Agreement

EXPLANATORY NOTE

Unless otherwise indicated or the context otherwise requires, all references in this Report to [Jwe,[] [Jus,[] Jour[]
and the [[Company(] are to Enthrust Financial Services, Inc., a Delaware corporation, together with its direct and
indirect wholly-owned subsidiaries, including Rodman & Renshaw Holding, LLC, a Delaware limited liability
company ([JHolding(]) and Rodman & Renshaw, LLC, a Delaware limited liability company and a registered
broker-dealer (JR&R[]), R&R Biotech Partners, LLC, a Delaware limited liability company, and Rodman & Renshaw
Fund Management, LLC, a Delaware limited liability company engaged in asset management (the [JFund
Managerf]), after the consummation of the Exchange described below under [J[Summary.[] Specific discussions or
comments relating only to Enthrust Financial Services, Inc. prior to the Exchange reference [JEnthrust[] and those
relating only to Holding and/or its direct and indirect subsidiaries prior to the Exchange reference Holding.

SUMMARY

On July 10, 2007 (the JExchange Date[]), pursuant to an Exchange Agreement, dated as of July 10, 2007 (the
JExchange Agreement[]), (i) Paul Revere, LLC ([JRevere[]), a Delaware limited liability company, which owned 70% of
Holding, contributed its membership interest in Holding to Enthrust in exchange for 12,711,683 shares of
Enthrust[]Js common stock, par value $.001 per share (the [Common Stock[]); (ii) the stockholders of R&R Capital
Group, Inc. (JRRCG[]), a Delaware [JS[] corporation, which owned 30% of Holding and 25.5% of RRPR, LLC, a
Delaware limited liability, contributed all of their shares of RRCG to Enthrust in exchange for 5,967,591 shares of
Common Stock; and (iii) the holders of the 6% Senior Convertible Debentures issued by Holding in March 2007 in
the aggregate principal amount of $20 million (the [J]Debentures[]) and warrants to purchase 714,286 shares of
Holding stock at a price of $7.70 per share (the [[Warrants[]) contributed the Debentures and the Warrants to
Enthrust in exchange for 5,970,099 shares of Common Stock and warrants to purchase 1,355,600 shares of
Common Stock at a purchase price of $7.00 per share (the [JEnthrust Warrants[]). In addition, options held by
Holding employees to purchase up to 2,848,370 shares of Holding[Js stock at prices ranging from $0.409 to $8.24
per share were, by their terms, converted into options to acquire up to 5,405,793 shares of Common Stock at

prices ranging from $0.22 to $4.34 per share. The transactions contemplated by the Exchange Agreement as
described in this paragraph are referred to in this Report as the [J[Exchange[]. The shares of Common Stock issued
to Revere, the stockholders of RRCG and the Debenture holders pursuant to the Exchange Agreement,
represented 98.6% of our issued and outstanding shares immediately after the Exchange. Before the Exchange,
Holding owned 80% of Enthrust through a subsidiary. Immediately after the Exchange those shares were
cancelled. Sandler O[]Neil & Partners, L.P. acted as financial advisor to Enthrust and issued a fairness opinion that
the consideration paid in the Exchange was fair to the holders of Common Stock whose shares were not cancelled
in the Exchange.

As a result of the Exchange, Enthrust changed its management and will reconstitute its board of directors
(the JBoard of Directors[]). On the Exchange Date, the president and the chief financial officer of Enthrust resigned
and Enthrust[]s sole director, Arnold P. Kling, appointed Edward Rubin, Holding[Js President and a member of
Holding[Js board of directors, as a director of Enthrust, and they then appointed the officers of Holding as the
officers of Enthrust and the other members of the Holdings[] board of directors as directors of Enthrust. However,
in accordance with the rules and regulations of the Securities and Exchange Commission (the [JSEC[]), the other
new directors will not take office until ten days after we file an Information Statement pursuant to Rule 14f-1 of
the Exchange Act
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and mail that statement to our stockholders of record (the [JEffective Date[]). In addition, on the Exchange Date Mr.
Kling resigned as a director of Enthrust effective as of the Effective Date. As a result, as of the Effective Date, all
of our directors will be the former directors of Holding. Finally, as soon as practicable after the Exchange,
Enthrust intends to change its name to Rodman & Renshaw Capital Group, Inc. to reflect the corporate identity of
Holding.

Prior to the consummation of the Exchange, Enthrust was not engaged in any trade or business and
Holding was engaged, directly and indirectly through its various subsidiaries, in the investment banking business.
Accordingly, following the Exchange, the business of Holding constitutes our only operations.

Based on the fact that after the Exchange: (i) the former members of Holding control us, (ii) the officers of
Holding have become our officers and the directors of Holding will become our directors, (iii) we will change our
name to reflect the corporate identity of Holding and (iv) our only business is the business that had been
previously conducted by Holding, for accounting purposes, Holding is treated as the acquiror. As a result, the
historical financial statements of Holding have become our historical financial statements and are the historical
financial statements appearing elsewhere in this Report.

A copy of the Exchange Agreement is filed as Exhibit 10.1 to this Report.

Item 2.01 Completion of Acquisition or Disposition of Assets

Upon consummation of the Exchange, Holding became our wholly-owned subsidiary. Item 2.01(f) of Form
8-K states that if the registrant was a [Jshell[] company, such as Enthrust was immediately before the Exchange,
then the registrant must disclose in a Current Report on Form 8-K the information that would be required if the
registrant were filing a general form for registration of securities on Form 10. Accordingly, this Report includes
all of the information that would be included in a Form 10. Please note that unless indicated otherwise, the
information provided below relates to us after the Exchange. Information relating to periods prior to the date of
the Exchange only relate to the party specifically indicated.

DESCRIPTION OF BUSINESS

Overview

We are a full service investment bank dedicated to providing investment banking services to companies
that have significant recurring capital needs due to their growth and development strategies. We also provide
research and sales and trading services to institutional investor clients that focus on such companies. Since 2003,
we have been a leading investment banking firm to the biotechnology sector, a capital intensive market segment,
as well as a leader in the PIPE (private investment in public equity) and RD (registered direct placements)
transaction markets.

Through AcumenBioFin[], our division dedicated exclusively to the life science sector, we provide a broad
range of investment banking services to biotechnology companies, specialty pharmaceutical companies, medical
device companies and other companies operating in the health care space. Our present business began in 2002,
when we made the strategic decision to focus on the biotechnology sector and to build an integrated investment
banking platform to service this sector. This was based, in part, on our belief that the biotechnology sector was
underserved by the investment banking community as a result of (i) consolidation, beginning in the 1990[]s, of
well-established middle market and boutique investment banks with and into large financial institutions, and (ii)
the significant downturn in capital market activity in the biotechnology sector beginning in 2001.

2




Edgar Filing: ENTHRUST FINANCIAL SERVICES INC - Form 8-K

In furtherance of our strategy, we recruited investment bankers, research analysts, traders and
institutional sales people with expertise in the biotechnology sector from other investment banks, from academia
and from companies that operate in this sector. As a result, many members of our biotechnology [Jteam[] have PhDs
or other advanced medical or scientific degrees. With this expertise, we have been able to better understand the
potential performance of the products under development by, and the regulatory environment impacting,
biotechnology companies and evaluate general economic and business trends affecting such companies. We
believe the experience and talent of our professionals enable us to deliver the specialized advice and
differentiated services our clients demand, which has resulted in a significant amount of repeat business.

As we continued to expand our capital raising efforts for biotechnology companies, we determined that
many of the financing strategies and transaction structures that we had developed for the biotechnology sector
could be equally effective for other sectors. Applying our financing know-how, understanding of the financing
needs of capital intensive companies, and appreciation of the concerns and goals of institutional investors that
invest in such companies, we have begun to leverage our performance and reputation as a leading investment
bank in the biotechnology sector to expand our product-based expertise and business reach to other sectors with
similar financing needs. During the past 18 months, we completed investment banking transactions for
companies in the environmental services, business services, technology, security, oil and gas, retail and logistics
sectors, in addition to continuing to grow our presence in the biotechnology sector.

Competitive Strengths

We expect to maintain and expand our position in our target sector by continually leveraging our principal
competitive strengths, which include the following:

Sector focus

We believe that our focus on the biotechnology sector is a competitive advantage. This focus manifests
itself in the form of an integrated platform, including investment bankers, research analysts, traders and
institutional sales people, all devoted to companies operating in the biotechnology sector. The team is made up of
individuals who are all knowledgeable, and in some cases experts, in this area. We believe this specialization
produces a combination of financial and technical expertise, allowing us to better understand and service the
strategic and financing needs of our clients and deliver differentiated advice that our clients require and
appreciate when addressing complex financing issues and making important strategic decisions. Our in-depth
understanding of the financial and structural challenges facing our clients enables us to compete effectively for
business, and provide knowledgeable advice to clients. As a result, we have become a leading provider of
investment banking services to companies in the biotechnology sector.

The biotechnology sector is highly visible, large, complex, very technical and rapidly evolving. In addition,
the sector is highly volatile and capital intensive due to the high cost of research and development activities and
clinical trials. Because many companies in this sector are key drivers of innovation, growth and capital
investment in the United States, the institutional investor community has earmarked a significant pool of
investment capital for this sector. Within the biotechnology sector, our strengths include:

Focus on financing transactions. We are corporate finance specialists and plan to continue to
focus primarily on financing transactions. In particular, we have developed an expertise in PIPE
and RD transactions. This expertise has been gained by our professionals through years of
experience at R&R and other financial institutions.
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Focused equity research. We believe that investors are looking for investment recommendations
that are timely and differentiated. Our biotechnology research team (including eight PhDs and
one medical doctor) focuses on uncovering hidden market opportunities and on developing
recommendations that will enhance our clients' investment returns. We achieve this through
proprietary research, including survey work and building extensive networks of industry experts.
Our investment recommendations are delivered to our institutional investor clients through our
experienced sales and trading team. Our research professionals have established strong
relationships with our clients through our commitment to knowledge leadership.

Leading industry conferences. Our investment conferences dedicated to the life science sector
(with particular emphasis on biotechnology companies) are industry-leading events that bring
together companies, institutional investors, business development executives and experts from
the life science community. The conferences are designed to facilitate interactions of companies
in the life science sector with potential investors and strategic partners. The conferences also
provide an opportunity to exchange ideas and build relationships. Our life science conferences are
an effective marketing tool for us and an opportunity for the participating companies and
investors to build relationships.

Development of innovative solutions. Our in-depth knowledge of the biotechnology sector enables
us to develop financing strategies, transaction structures and financing instruments that
simultaneously address issuers[] needs for capital and the investment community[Js need to balance
risk and reward.

Experienced professionals with deep knowledge and broad skills

We have created an entrepreneurial, performance-oriented corporate culture that attracts professionals
who share a reputation for sector expertise, strong execution skills and a history of successful transactions. We
are led by a team of professionals with extensive track records of success in the biotechnology sector and with
PIPE and RD financing transactions.

Strong client relationships

We place great emphasis on developing and nurturing long-term relationships with both issuers and
investors, such as hedge funds, venture capital funds and private equity funds. This has expanded our distribution
and placement capabilities, enabling us to raise significant amounts of capital for our company clients. We strive
to build lasting relationships with clients by providing services appropriate to each stage of a company(]s
development. Our investment banking professionals have established relationships with senior executives at
many of the companies and institutions that we target. We believe our strong client relationships are a result of
the high level of service we provide. We strive to provide our clients with frequent and consistent interaction with
our senior professionals who are actively involved in all stages of our client engagements. This level of senior
involvement enables us to apply our collective judgment and experience to achieve an optimal result in the
context of a client[]s objectives.
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Established and respected brand

We believe the Rodman & Renshaw brand name has become well-recognized, highly-regarded and
associated with knowledge leadership, especially in the biotechnology sector and PIPE and RD markets. In
particular, we believe that we are known for developing creative solutions to financial and strategic challenges
and for sound execution of our clients' transactions.

The Biotechnology Sector

The biotechnology sector is experiencing significant growth. The U.S. biotechnology industry alone has
grown from a $15 billion total market capitalization in 1986 to over $500 billion today. Currently, there are over
1,100 private and 330 public biotechnology companies in the United States. It is estimated that the U.S.
economy(]s biotechnology sector generated more than $60 billion in revenue in 2006. Furthermore, projections
estimate that within a decade, almost one out of every five dollars spent in the United States will be spent on
healthcare. It is estimated that healthcare spending in the United States in 2006 exceeded $2 trillion, and it is
projected that this figure will increase to over $4 trillion by 2016. Today, approximately 45% of the American
population has a chronic illness, which accounts for more than 75% of healthcare costs.

Currently, there are over 2300 candidate drugs undergoing clinical trials or under review in the United
States by the Food & Drug Administration (JFDA[]). It takes approximately 10-15 years to bring a new drug to
market from discovery, and this development process has been estimated to cost $1.2 billion per drug. Most of
the more than 1,450 U.S. biotechnology companies rely primarily on investment capital to fund their product
development. Many of these companies have multiple products in different stages of development, each requiring
its own funding support. In our experience, lack of access to funding is the primary reason biotechnology
companies cannot bring more drug candidates into clinical (human) trials. With a high failure rate [] of every
10,000 drugs in development, only 250 complete preclinical trials necessary to enter human testing and only one
out of every five drugs that begin clinical trials eventually reaches the market [J drug development is a high risk
process.

Capital origination in the biotechnology sector has been strong over the past decade. From 1996 to 2006,
$149.1 billion was raised by U.S. biotechnology companies. In 2006, U.S. biotechnology companies completed
$23.5 billion of financing transactions, including venture capital investments, IPOs, follow-on offerings, RDs and
PIPEs. In the first quarter of 2007, the value of U.S. biotechnology companies[] financing transactions was $4.4
billion.

The value of merger and acquisition transactions in the U.S. biotechnology sector was approximately $18
billion in 2006. As established pharmaceutical firms struggle with shrinking product pipelines and patent
expirations, they are expected to look increasingly to emerging biotechnology companies to fill the innovation
gap. It is expected that by the end of 2007, U.S. companies will lose $5.9 billion in current domestic drug sales to
U.S. patent expirations. Internationally, it is estimated that over $80 billion of global [Jblockbuster[] drugs will have
lost U.S. patent protection from 2002-2007, underscoring the need for innovative replacement medicines.

Today, PIPE and RD financing transactions represent a key source of funding for public biotechnology
companies. From January 2003 through May 2007, more than $14 billion was raised through PIPEs and RDs in
the biotechnology sector. In 2006 and the first quarter of 2007, $3.7 billion and $0.7 billion, respectively, was
raised through PIPEs and RDs in the biotechnology sector. In recent years, we have played an important role in
biotechnology financing, having helped raise more than 15% of the total amount generated from PIPE and RD
financings in the biotechnology sector from January 1, 2003 to May 31, 2007. We believe that PIPE and RD
financing transactions will continue to play a
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significant role in financing the biotechnology sector because the efficiency of these types of financings better
meets the specific funding needs of biotechnology companies as compared to alternative financing methods.

PIPE and RD Financing Transactions

PIPEs (Private Investment in Public Equity) and RDs (Registered Direct Placements) provide public
companies with effective and viable alternatives to raising capital through public follow-on offerings. In a PIPE, a
public reporting company sells unregistered securities to investors in a private placement transaction and
obligates itself to file, and process to effectiveness, a registration statement with the SEC covering the resale of
the securities by the investors within a specified period after the financing closes. The investors cannot sell the
securities until the registration statement becomes effective, or an exemption from registration is available for
the resale of the securities. In a RD, a public reporting company sells to investors securities that are covered by
what is commonly referred to as a [Jshelf[] registration statement (a registration statement that was previously
declared effective by the SEC) in a financing transaction commonly referred to as a [Jshelf takedown.[] Since these
securities are issued pursuant to an effective registration statement, the investors can immediately resell them
after the completion of the transaction. We believe that both PIPE and RD financing transactions offer the
advantages of greater speed, lower cost and more efficient execution over public follow-on offerings.

Issuers use of these financing approaches as alternatives to public follow-on offerings has grown
significantly in recent years. Since 2003 when the capital markets began to recover after the internet bubble, the
number of PIPE and RD financing transactions and the amount of capital raised using them has increased every
year. Sagient Research Systems, the leading provider of research, data, and analytics covering PIPE and RD
financing transactions, and a widely quoted and used industry resource, publishes [[PlacementTracker,[] which
aggregates PIPE and RD financing transactions together for the purposes of its league tables and other statistical
data. The following statistical data related to PIPE and RD financing transactions is taken from
PlacementTracker. In 2003, there were in the aggregate 882 PIPE and RD financing transactions completed
raising more than $12.6 billion in the aggregate. In 2004, there were in the aggregate 1,270 PIPE and RD
financing transactions completed raising more than $15.6 billion in the aggregate. In 2005, there were in the
aggregate 1,304 PIPE and RD financing transactions completed raising more than $20.0 billion in the aggregate.
The year 2006 was a record year during which there were in the aggregate 1,342 PIPE and RD financing
transactions completed raising more than $28.2 billion in the aggregate. In the first quarter of 2007, there were
in the aggregate 302 PIPE and RD financing transactions completed raising more than $10.9 billion in the
aggregate. The total amount raised in 2006 represented a 41% increase over the total amount raised in 2005 and
the total amount raised in the first quarter of 2007 represented a 48% increase over the total amount raised
during the first quarter of 2006.

We completed our first PIPE and RD financing transactions in 2002 and since then have become a leader in
this space. In 2003, we completed 31 PIPE and RD financing transactions, raising more than $400 million in the
aggregate. In 2004, we completed 38 PIPE and RD financing transactions, raising more than $590 million in the
aggregate. In 2005, we completed 29 PIPE and RD financing transactions, raising more than $460 million in the
aggregate. In 2006, we completed 45 PIPE and RD financing transactions, raising more than $850 million in the
aggregate. In the first quarter of 2007, we completed 12 PIPE and RD financing transactions, raising more than
$230 million in the aggregate. According to PlacementTracker, in each of calendar years 2003, 2005 and 2006,
and in the first quarter of 2007, we were the leading investment bank in terms of the aggregate number of PIPE
and RD financing transactions completed; and in calendar year 2004, we were the number two investment bank
in terms of the aggregate number of PIPE and RD financing transactions completed.
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We believe that there is a significant opportunity for continued growth in this space given issuers[]
continuing desire to identify and pursue faster and less costly financing alternatives to traditional follow-on public
offerings and institutional investors[] continuing interest in participating in these financing transactions.

Market Opportunity

Based on the factors described below, we believe that there exists a significant opportunity for us to grow
our various lines of business, expand our service offerings, attract new clients within the industries we currently
focus on and expand into new industries.

Our focus on the biotechnology sector allows us to benefit from significant demand for the
investment banking services that we provide.

In 2006, U.S. biotechnology companies raised over $23 billion in financing transactions. Having focused on
this key sector over an extended period of time, we are well positioned to grow our corporate finance and
strategic advisory business. Companies in this sector require a significant amount of new capital on a regular
basis to develop and fund new products and services, leading to repeat business opportunities. Focusing our
research and sales and trading expertise on this sector enables us to deliver market insights and execution
strength that further establishes our reputation as a leading investment bank to companies in this sector.

From January 1, 2003 through December 31, 2006, the aggregate gross proceeds of initial public offerings
within the biotechnology sector in the United States totaled approximately $4.1 billion. The aggregate gross
proceeds of follow-on offerings for companies in the biotechnology sector in the United States during this period
were $15.2 billion. The aggregate gross proceeds of PIPEs and RDs for companies in the biotechnology sector in
the United States during this period were $12.5 billion. From January 1, 2003 through December 31, 2006, U.S.
merger and acquisition transaction value within the biotechnology sector totaled $66.4 billion.

By devoting our resources to this sector, we believe we will continue to grow our corporate finance and
strategic advisory businesses as the market continues to grow. Companies in this sector require growth capital
on a regular basis and must frequently consider their strategic alternatives. Investors in companies in this sector
frequently require investment research and brokerage services, which we believe will allow us to grow our equity
research and sales and trading platforms. We believe these trends will continue to drive the financing needs of
companies in the biotechnology sector and will result in ongoing consolidation in the form of merger and
acquisition transactions.

Consolidation in the financial services industry has created an opportunity for us to grow our
business.

The financial services industry has experienced substantial consolidation over the past 10 to 15 years.
During this period of consolidation, a number of growth-focused investment banks were acquired by larger
financial institutions with broader platforms. We believe that large investment banks often under-serve clients
considered to be small- or mid-capitalization, which has created a significant market opportunity for us to serve
the specialized needs of these companies. We continue to work with these small- and mid-capitalization
companies and aim to provide them with high quality services tailored to meet their needs for capital origination
and strategic advisory services.

11
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In addition, we believe that many large investment banks have responded to margin pressure within their
equity brokerage divisions by reducing research coverage, particularly for smaller companies, consolidating sales
and trading services, and transitioning to a more commoditized brokerage model. We continue to provide strong
sales and trading and research coverage on small- and mid-capitalization companies, providing investors in these
companies with highly experienced research, sales and trading professionals.

Growth Strategy

Our primary business objective is to become a leading full-service investment banking firm for companies
with significant and recurring capital needs across multiple sectors. We believe we can achieve this goal by
continuing to exploit our competitive advantages [] namely, our financing expertise, our reputation in, and
knowledge of, the biotechnology sector, and our extensive contacts in key sectors of the investment and private
equity communities. We further believe that as a public company, we will be better able to (i) focus on growing
our platform by adding new products to serve our existing clients, (ii) hire professionals to supplement our
existing staff and (iii) build new teams to focus on sectors of the economy, other than biotechnology, with similar
financing needs. We intend to pursue this objective through the following strategies:

Expand our existing biotechnology sector platform

We believe that the biotechnology sector is still a growth area for us, and, with our expertise and
reputation, we are well-positioned to achieve a greater share of this market. First, in order to capitalize on our
inherent advantages, we intend to increase our investment banking, sales and trading, and research capability in
this sector by adding additional professionals to augment our existing team. Our intention is to grow our leading
PIPEs and RDs business, to pursue more follow-on offerings and IPOs, to expand our merger and acquisition
advisory services, and to increase our focus on raising capital for private companies in the biotechnology sector.
Second, we intend to nurture our relationships with those companies for which we have raised capital in the past
and aggressively pursue relationships with other companies in the sector. Over 34% of our investment banking
transactions in 2006 were executed on behalf of repeat clients. As we continue to expand the range of products
we offer, we will seek to increase our share of the investment banking business of each of our existing clients.
Third, we will continue to develop new financing products and create new transactional structures that will
address the risks and rewards inherent in the sector. Finally, we will build out our capabilities within areas of the
life science sector in addition to biotechnology. Certain other areas within the life science sector, such as
specialty pharmaceuticals, medical devices and healthcare services, represent natural areas for expansion,
particularly as we build out our product capabilities. We believe these initiatives will provide opportunities to
increase our revenues and expand our expertise in the overall life science sector.

Expand into new sectors

We intend to expand opportunistically into other sectors of the economy that have certain similarities with
the biotechnology sector, including significant and on-going capital needs, highly technical expertise, high
risk/high return operating environment and the presence of numerous innovative small and mid-size companies
among industry giants. Such sectors may include one or more of the following: mining, energy, technology and
business services.

12
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Expand our existing merchant banking and asset management businesses

Our current merchant banking activity is limited to the following: (i) whenever possible, we take a portion
of our fee in warrants in connection with corporate finance transactions; (ii) we occasionally purchase securities
in a corporate finance transaction in which we are also acting as placement agent; and (iii) we obtain equity
ownership in public [Jshell[] companiesg., reporting companies that have no active trade or business and nominal
assets, which we subsequently merge with operating private companies through reverse mergers or CAPs®
(Collateralized Acquisition Pools®) arranged by us. We may expand our merchant banking activities in a number
of ways, including: (i) making larger investments in companies for which we are acting as placement agent in
connection with a financing transaction; (ii) making those investments on a more frequent basis; (iii) making
bridge loans and providing other interim capital; (iv) financing a company by ourselves or with a limited number
of other institutional investors; and (v) increasing the number of shells that we own.

Our asset management business is currently conducted entirely through the Fund Manager, which
manages the R&R Opportunity Fund, L.P. (the JFund[]), our value-focused hedge fund. At June 30, 2007, the Fund
had a net asset value of $8.5 million. We may increase the size of the Fund by opening it to outside investors and
launch additional funds, including a life science sector focused fund. These efforts may be carried out through
in-house efforts, as in the case of the Fund, through the recruitment of a fund manager or by acquiring an
existing asset management business.

Strategic acquisitions

Our growth strategy also contemplates expansion through strategic acquisitions. We may acquire teams of
investment bankers or institutional salesman and traders in one or more of the sectors that we target or we may
acquire an investment bank or financial advisory firm or other company in a complementary business. In addition,
our expansion strategy contemplates pursuing business opportunities outside of the United States. We already
have raised capital for a number of foreign companies and have contacts in Europe, Asia, Latin America and the
Middle East.

In support of these strategies, we believe the following components will be critical.
Attract and retain the highest quality professionals

Our professionals are our most important asset, and it is their reputation, talent, integrity and dedication
that result in our success. We offer a highly entrepreneurial culture with a strong, team-based approach that we
believe is attractive to our employees. We have been successful in attracting and retaining key professionals and
intend to continue to seek out top talent to further enhance and grow our business. Additionally, we believe that
becoming a publicly traded company will further enable us to offer attractive performance-based incentives to
talented professionals, which will aid in both our recruitment and retention of key employees.

Exploit strategic relationships

Our leading position in the biotechnology sector has enabled us to build an extensive network of
relationships with venture capital funds, hedge funds and other institutional investors. In addition, through our
ongoing expansion into other sectors, we have developed relationships with private equity funds. Our ability to
consistently access these sources has led to increased deal flow, within and outside the biotechnology sector.

Be the preferred research and trading partner in our target sectors
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We believe that our research and our sales and trading expertise can contribute to our growth. By
leveraging senior research professionals who develop strong investment ideas and by dedicating highly
experienced sales and trading professionals by sector, we intend to be the preferred research and trading partner
in the biotechnology and other key sectors of the economy. We believe our institutional investor clients are
aligning their resources by sector and are seeking to narrow the number of providers of research and trade
execution. We intend to meet their specific research and trading requirements and believe that our focus and
sector expertise will continue to make us a valued partner for our clients.

Our Business

Our business consists of: (a) investment banking, which includes corporate finance and strategic advisory
services; (b) sales and trading; (c) research; (d) merchant banking; and (e) asset management.

Investment Banking

Our investment banking professionals focus on providing corporate finance and strategic advisory services
to public and private companies. As of June 30, 2007, our investment banking group consists of 14 senior
investment bankers, including senior managing directors, managing directors, directors and senior vice
presidents, who focus on originating, structuring and placing transactions. A significant majority of our
investment banking revenues is earned from public companies with a market capitalization below $500 million.
We believe the experience and talent of our professionals enable us to deliver the specialized advice and
differentiated services our clients demand and to be innovative in our approach to addressing client needs.

Over the past five years, we have established our position as one of the leading investment banks in the
biotechnology sector. By devoting substantial resources to this sector, we have acquired a comprehensive
understanding of the challenges and demands that public and private biotechnology companies face in raising
capital and completing strategic transactions. We believe that the high levels of expertise and client trust we
have developed have been significant factors contributing to our growth and will allow us to generate significant
repeat business.

Our investment bankers have been successful in establishing long-term relationships with the senior
management of many companies operating in the biotechnology sector. We aim to provide these companies with
capital origination services and strategic advice throughout their companies[] stages of development. In turn, this
has led to high levels of client loyalty and significant rates of repeat business. In 2006 and 2005, over 34% and
44%, respectively, of our investment banking transactions were executed with repeat clients. In the first quarter
of 2007 the percentage was 25%.

Corporate Finance

Our corporate finance efforts are principally focused on public and private equity products, including:

e Private Investment in Public Equity, or [JPIPEs.[] In these transactions, generally, a public reporting
company sells unregistered securities of a class and/or convertible or exchangeable for a class that is
already publicly traded. Generally, the issuer is obligated to register the securities within a specified
period after the transaction closes.

e Registered Direct Offerings, or [JRDs.[] These transactions are direct placements of securities that have
been registered under a [Jshelff] registration statement and, therefore, are immediately tradeable.
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e Private Placements. These transactions involve sales of unregistered securities. In most cases the issuer
is a private company, although public companies can undertake private placements as well. The securities
sold may be common or preferred equity, debt, convertible debt, or derivatives, such as warrants. The
debt could be secured or unsecured, senior, mezzanine or subordinated. Many of these transactions
involve units, which include more than one class of securities.

e Public Offerings. These transactions involve securities that have been registered and that are listed or
traded on an exchange. The offering may constitute an [Jinitial public offering(] by a private company or a
(follow-on offering(] by an existing public company.

Our banking professionals have developed a well-earned reputation for being responsive, creative, and
effective in originating, structuring, and executing these transactions. From January 1, 2003 through June 30,
2007, we completed 196 financing transactions, which raised in excess of $3.6 billion in the aggregate. In a large
majority of these transactions we were the lead investment bank and in many of them we were the only
investment bank. In addition, we are a recognized industry leader in PIPE and RD financing transactions. From
January 1, 2003 through June 30, 2007, we executed over 170 PIPE and RD financing transactions in the
aggregate, which raised in excess of $2.8 billion in the aggregate.

We believe that we differentiate ourselves from our competitors by constantly striving to develop and
deploy a variety of financial products and financing strategies that address the needs and concerns of both
issuers and investors. For example, we have coupled a PIPE financing transaction with a reverse merger of a
private company into a reporting public [Jshell[] company and we have used this structure successfully as an
alternative to the traditional underwritten initial public offering.

Along the same lines, we developed a financial product that we call a Collateralized Acquisition Pool®, or
CAP®, the proceeds of which are held in trust and released to the issuer upon meeting milestones or the closing
of a suitable acquisition. The instrument is typically a senior secured convertible debt instrument convertible into
the common equity of a publicly traded company and carries warrant coverage. A CAP® is a flexible product that
can be used to facilitate a targeted acquisition, and, as such, may function as an alternative to a Special Purpose
Acquisition Corporation (SPAC), or it can be used as a source of working capital.

Our ongoing development of new products and financing structures provides issuers with financial
flexibility, competitive cost, and increased access to capital, and enhances our reputation for presenting investors
with attractive investment opportunities. We believe our innovation and creativity will continue to be a key driver
in the growth of our business.

Strategic Advisory Services

We advise our clients in connection with mergers, acquisitions, dispositions and similar transactions. We
are involved at each stage of these transactions, from initial structuring to final execution.

When we advise companies in connection with these types of corporate transactions, our services may
include:

e identifying and/or evaluating potential acquisition targets/acquirors;
e providing valuation analyses;
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e evaluating and proposing financial and strategic alternatives;

e rendering, if appropriate, fairness opinions;

e providing advice regarding the timing, structure and pricing of a proposed acquisition/sale;
e assisting in negotiating and closing the proposed acquisition/sale;

e advising on the appropriate sale process; and

e assisting in preparing an offering memorandum or other appropriate sales materials.

Sales and Trading

As of June 30, 2007, our sales and trading unit includes eight sales people, five sales traders and three
traders. They focus on executing trades for institutional investor clients in the United States and Europe.
Distributing proprietary research and investment ideas to institutional investor clients is a key factor in client
generation. As of June 30, 2007 we were a market-maker for 192 stocks.

We believe institutional investors are becoming increasingly selective in identifying sources of investment
and trading expertise. As these investors continue to realign their resources by sector, the premium they place on
sector expertise is growing. As a result, we believe that the value they place on timely, focused, insightful,
proprietary research and dedicated sales and trading professionals is growing.

Because of our determination to build a comprehensive investment banking platform dedicated to the
biotechnology sector, we have developed a level of knowledge and focus that differentiates our sales and trading
capabilities from those of our competitors. Specializing in this sector enables our traders to provide strong
execution because of our extensive understanding of institutional investor client interest in specific biotechnology
companies. This sector expertise also allows our sales and trading professionals to better understand and service
the needs of our clients and to create and maintain strong relationships with key institutional investor clients.

Our sales professionals provide our institutional investor clients with access to the management of
companies outside the context of financing transactions. These meetings, commonly referred to as non-deal road
shows, are highly valued by both our company and institutional investor clients. Non-deal road shows allow our
issuer clients to increase their visibility with the institutional investor community while providing our institutional
investor clients with the opportunity to further educate themselves on companies and industries through
meetings with management. We believe our strong relationships with company management teams and our
sector-focused approach provides us with significant access to management.

We also provide investors with extensive access to corporate management teams through our conferences
focused on the life science sector (with particular emphasis on biotechnology companies). At our most recent
Annual Healthcare Conference held in New York City in November 2006, we had 340 presenting companies and
over 2,000 attendees, and at our most recent Global Healthcare Conference held in Monaco in May 2007, we had
170 presenting companies and over 600 attendees. Our healthcare conferences emphasize small- and mid-cap
companies working on the latest scientific and medical breakthroughs for debilitating illnesses that frequently do
not have effective treatments, bring together company executives, scientists, industry specialists, venture
capitalists and other institutional investors and feature company presentations, panel discussions and one-on-one
meetings between company managements and investors. Expert panelists who appear at our conferences are
drawn from our extensive network of industry experts that have been developed by our professional staff over the
course of their careers. Our investor clients recognize that our expert networks are comprised of many of the
leading professionals in their respective fields.

Research
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As of June 30, 2007, our research department includes seven senior analysts; four of whom cover the
biotechnology sector, one who covers specialty pharmaceuticals, one who covers technology and one who covers
industrial services. These senior analysts are supported by nine associate analysts. As of June 30, 2007, the
research department covered 118 companies.

The goal of our research professionals is to provide institutional investor clients with timely, insightful and
useful research and investment strategies. We work diligently to keep our institutional investor clients current on
new opportunities in the biotechnology sector, new regulatory developments and other information necessary for
successful investing. We believe the best recommendations we can make to investors are not only accurate but
also differentiated from or incremental to the collective opinion of other analysts and the investment community,
generally. Our differentiated approach to research focuses our experienced analysts' efforts toward delivering
specific investment ideas and deemphasizes maintenance research, which we define as the collection and
dissemination of available information without detailed analysis.

Merchant Banking

To date, our merchant banking efforts have been primarily comprised of making limited principal
investments in several PIPE and RD financing transactions where we also acted as the placement agent, and

obtaining equity ownership stakes in public [Jshell[] companieig., reporting companies that have no active trade
or business and nominal assets, that were subsequently merged with operating private companies through
reverse mergers or CAPs® (Collateralized Acquisition Pools®) arranged by us.

Asset Management

We operate in asset management on a limited basis through the Fund Manager, which manages the Fund.
More than half of the capital invested in the Fund was contributed by our Chief Executive Officer and members of
his family. For the most recent five year period through March 2007, the Fund has shown a cumulative return,
after fees and carried interest, of 145.9% compared to returns of 99.5% and 95.6% percent, respectively, for the
Russell 2000 Value Index and the S&P Small Cap 600 for the same period. The Fund[]s assets were approximately
$8.5 million at June 30, 2007.

History

The foundation of today's Rodman & Renshaw was laid in 2002 when Michael Vasinkevich and Edward
Rubin joined John Borer and several of his colleagues from the original Rodman firm who had acquired the
OJRodman & Renshaw[] name and certain related assets out of liquidation in 1998, and named their new firm
Rodman & Renshaw in 1999. The original Rodman firm (which was also known as Rodman & Renshaw) was in
operation from 1951 to 1998. The original Rodman firm was put into liquidation due to the financial weakness of
its foreign owners in 1998. Today's Rodman & Renshaw is a different corporate entity from the original Rodman
firm and does not share any operating history with the original Rodman firm. None of the information in this
Report relates to any business operations conducted prior to 2002.
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Risk Management and Compliance

Risk is an inherent part of our business. Global markets, by their nature, are prone to uncertainty and
expose participants to a variety of risks. The principal risks we face are credit, market, liquidity, legal, reputation
and operational risks. We consider risk management to be of paramount importance in our day-to-day operations.
Consequently, we devote significant resources, including investments in personnel and technology, to the
measurement, analysis and management of risk. While risk cannot be eliminated, we seek to mitigate it through a
strong internal control environment, with multiple overlapping and reinforcing elements. We have developed
policies and procedures to identify, measure and monitor the risks involved in our sales and trading and
investment banking activities. We apply sound practical judgment before transactions occur to ensure
appropriate risk mitigation is in place. We accomplish this objective by allocating the usage of capital to each of
our businesses, establishing trading limits and setting credit limits for individual counterparties. The challenge is
balancing risk versus return. Our objective is to achieve adequate returns from each of our business lines
commensurate with the risks inherent in those businesses. Nonetheless, the effectiveness of our approach to
managing risks can never be completely assured. For example, unexpected large or rapid movements or
disruptions in one or more markets or other unforeseen developments could have an adverse effect on our results
of operations and financial condition. The consequences of these developments can include losses due to adverse
changes in the value of our portfolio of securities held for investment and increases in our credit exposure to
customers and trading counterparties and general systemic risk.

Competition

All aspects of our business are intensely competitive. Our competitors are other investment banks,
brokerage firms, merchant banks and financial advisory firms. We consider our primary competitors to include
the following firms:

Banc of America Securities, LLC Lehman Brothers, Inc.

C.E. Unterberg, Towbin Merriman Curhan Ford & Company
Canaccord Adams, Inc. Oppenheimer & Co. Inc.

CIBC World Markets Piper Jaffray & Co.

Cowen and Company, LLC RBC Capital Markets, Inc.
Duetsche Bank Securities, Inc. Roth Capital Partners, LLC
Jefferies & Company, Inc. ThinkEquity Partners, LLC

Lazard Ltd. Thomas Weisel Partners, LLC

Leerink Swann & Co.

In addition, as we expand into new sectors, we are likely to face competition from other firms.

We compete on a national, regional and local level as well as on product and business line bases. Some of
our competitors have teams that specifically focus on the biotechnology sector, and some of them specialize in
PIPE and/or RD financings. We do not believe that any of our competitors have the same level of expertise as we
do in both the biotechnology sector and with PIPE and RD financing transactions. Many of our competitors,
however, have substantially greater capital and resources than we do and offer a broader range of financial
products. We believe that the principal factors affecting competition in our business include client relationships,
reputation, quality and price of our products and services, market focus and the experience of our professionals.

In recent years, there has been substantial consolidation and convergence among companies in the
financial services industry, including among many of our former competitors. In particular, a number of large
commercial banks have established or acquired broker-dealers or have merged with other financial institutions.
Many of these firms have the ability to offer a wider range of products than we offer, including loans, deposit
taking, insurance and asset management. Many of these firms also have more
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extensive investment banking services, which may enhance their competitive position. They also have the ability
to support investment banking and securities products with commercial banking, insurance and other financial
services revenue in an effort to gain market share, which could result in pricing pressure in our business. This
trend toward consolidation and convergence has also significantly increased the capital base and geographic
reach of our competitors.

Competition is intense for the recruitment and retention of qualified professionals. Our ability to continue
to compete effectively in our business will depend upon our continued ability to retain and motivate our existing
professionals and attract new professionals.

Government Regulation

Our business, as well as the financial services industry generally, is subject to extensive regulation in the
United States and elsewhere. As a matter of public policy, regulatory bodies in the United States and the rest of
the world are charged with safeguarding the integrity of the securities and other financial markets and with
protecting the interests of participants in those markets. In the United States, the SEC is the federal agency
responsible for the administration of the federal securities laws. R&R, our wholly-owned subsidiary, is registered
as a broker-dealer with the SEC, the National Association of Securities Dealers (the [J[NASD[]) and in 23 states.
Accordingly, R&R is subject to regulation and oversight by the SEC and the NASD, a self-regulatory organization
which is itself subject to oversight by the SEC and which adopts and enforces rules governing the conduct, and
examines the activities, of its member firms. State securities regulators also have regulatory or oversight
authority over R&R. Our business may also be subject to regulation by foreign governmental and regulatory
bodies and self-regulatory authorities in other countries.

Broker-dealers are subject to regulations that cover all aspects of the securities business, including sales
methods, trade practices among broker-dealers, use and safekeeping of customers[] funds and securities, capital
structure, record-keeping, the financing of customers[] purchases and the conduct and qualifications of directors,
officers and employees. In particular, as a registered broker-dealer and member of various self-regulatory
organizations, R&R is subject to the SEC[Js uniform net capital rule, Rule 15¢c3-1 of the Exchange Act. Rule 15c¢3-1
specifies the minimum level of net capital a broker-dealer must maintain and also requires that a significant part
of its assets be kept in relatively liquid form. The SEC and various self-regulatory organizations impose rules that
require notification when net capital falls below certain predefined criteria, limit the ratio of subordinated debt to
equity in the regulatory capital composition of a broker-dealer and constrain the ability of a broker-dealer to
expand its business under certain circumstances. Additionally, the SEC[Js uniform net capital rule imposes certain
requirements that may have the effect of prohibiting a broker-dealer from distributing or withdrawing capital and
requiring prior notice to the SEC for certain withdrawals of capital. The SEC has adopted rule amendments that
establish alternative net capital requirements for broker-dealers that are part of a consolidated supervised entity.
As a condition to its use of the alternative method, a broker-dealer{]s ultimate holding company and affiliates
(referred to collectively as a consolidated supervised entity) must consent to group-wide supervision and
examination by the SEC. If we elect to become subject to the SEC[]Js group-wide supervision, we will be required to
report to the SEC computations of our capital adequacy.

The research areas of investment banks have been and remain the subject of increased regulatory scrutiny.
In 2002 and 2003, acting in part pursuant to a mandate contained in the Sarbanes Oxley Act of 2002 (OS-Ox[]), the
SEC, the New York Stock Exchange (NYSE[]) and the NASD adopted rules imposing heightened restrictions on the
interaction between equity research analysts and investment banking personnel at member securities firms. In
addition, in 2003 and 2004, several securities firms in the United States reached a settlement with certain federal
and state securities regulators and self-regulatory organizations to resolve investigations into their equity
research analysts[] alleged conflicts of
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interest. Under this settlement, to which we were not a party, the firms have been subject to certain restrictions
and undertakings. As part of this settlement, restrictions have been imposed on the interaction between research
and investment banking departments, and these securities firms are required to fund the provision of
independent research to their customers. In connection with the research settlement, the firms also subscribed to
a voluntary initiative imposing restrictions on the allocation of shares in initial public offerings to executives and
directors of public companies. The SEC has proposed amendments to Regulation M that would further affect the
manner in which securities are distributed and allocated in registered public offerings, and the NASD has
proposed similar rulemaking in this area. We cannot fully predict the practical effect that such restrictions or
measures will have on our business. Furthermore, the SEC, the NYSE and the NASD may adopt additional and
more stringent rules with respect to offering procedures and the management of conflicts of interest in the
future.

The SEC staff has conducted studies with respect to [Jsoft dollar[] practices in the brokerage and asset
management industries. In October 2005, the SEC proposed interpretive guidance regarding the scope of
permitted brokerage and research services in connection with [Jsoft dollar(] practices. The SEC staff has indicated
that it is considering additional rulemaking in this area, and we cannot predict the effect that additional
rulemaking may have on our business.

The effort to combat money laundering and terrorist financing is a priority in government policy with
respect to financial institutions. The USA PATRIOT Act of 2001 contains anti-money laundering and financial
transparency laws and mandates the implementation of various regulations applicable to broker-dealers and
other financial services companies, including standards for verifying client identification at account opening, and
obligations to monitor client transactions and report suspicious activities. Through these and other provisions,
the USA PATRIOT Act of 2001 seeks to promote the identification of parties that may be involved in terrorism or
money laundering. Anti-money laundering laws outside the United States contain some similar provisions. The
obligation of financial institutions, including us, to identify their customers, watch for and report suspicious
transactions, respond to requests for information by regulatory authorities and law enforcement agencies, and
share information with other financial institutions, has required the implementation and maintenance of internal
practices, procedures and controls which have increased, and may continue to increase, our costs, and any failure
with respect to our programs in this area could subject us to serious regulatory consequences, including
substantial fines, and potentially other liabilities.

Certain of our businesses are subject to compliance with laws and regulations of the United States, state
governments, foreign governments and their respective agencies and/or various self-regulatory organizations or
exchanges relating to the privacy of client information, and any failure to comply with these regulations could
expose us to liability and/or reputational damage.

Additional legislation, changes in rules promulgated by the SEC and self-regulatory organizations or
changes in the interpretation or enforcement of existing laws and rules, either in the United States or elsewhere,
may directly affect the mode of our operation and profitability.

The United States and foreign government agencies and self-regulatory organizations, as well as state
securities commissions in the United States, are empowered to conduct administrative proceedings that can
result in censure, fine, the issuance of cease-and-desist orders or the suspension or expulsion of a broker-dealer
or its directors, officers or employees.

Since March 2004, we have received inquiries, subpoenas and requests for production of documents from
either the SEC or NASD with respect to individual PIPE financing transactions in which we acted as placement
agent. We have responded to each such inquiry, and to our best knowledge our
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responses have been to the satisfaction of the inquiring party. We have never been advised by either the SEC or
the NASD that we are, or have been, a target in connection with any such inquiry or investigation in connection
with our PIPE business, and we have no reason to believe that we are currently a target in connection with any

such inquiry or investigation. We believe that these inquiries and investigations are consistent with the general

regulatory scrutiny that PIPE transactions have been the subject of during this period.

During 2006, and to date, we have received ongoing inquiries from the NASD relating to our participation
in resale registration offerings that register securities placed in private placement financing transactions in
which we acted as placement agent. The inquiries have focused on whether the offerings contemplated by such
resale registration statements are subject to the filing requirements set forth in Rule 2710 of the NASD Conduct
Rules (Rule 2710) and NASD Notice to Members 88-101. A Rule 2710 filing seeks approval from the NASD as to
the fairness of the compensation received, or to be received, by a member in a financing transaction covered by
the rule. The rule generally covers a member that is [Jparticipating(] in a public offering, the definition of which is
currently the subject of industry discussion and debate. We have responded to each such inquiry, and to our best
knowledge such responses have been to the satisfaction of the inquiring party. We expect that the NASD may
seek further information from us. We have never been advised by the NASD that we are, or were, a target in
connection with any investigation relating to Rule 2710.

RISK FACTORS

An investment in us involves a high degree of risk. You should consider carefully the following information
about these risks, together with the other information contained in this Report, before deciding to purchase any
of our securities. If any of the events or developments described below actually occur, our business, results of
operations and financial condition would likely suffer. In these circumstances, you may lose all or part of your
investment. In addition, it is also possible that other risks and uncertainties that affect our business may arise or
become material in the future.

Risks Related to Our Business

We derive a significant portion of our revenues from the life science sector (primarily from
biotechnology companies). Adverse developments or a decline in investor interest in this sector could
harm our business.

In 2006 and 2005, 60% and 82%, respectively, of our revenues were derived from the life science sector.
For the first quarter of 2007, the percentage was 76%. Although we expect this percentage to decrease as our
business grows and we are able to successfully execute our growth strategy, we anticipate that the life science
sector (primarily biotechnology companies) will continue to account for the largest portion of our revenues in the
foreseeable future. The life science sector is known for its volatility due to a number of factors including the
following:

e many companies in this sector rely on a single product or class of products;

e the sector is highly regulated;

e a company[]s success or viability depends on the results of clinical trials, which are unpredictable;
e technological developments;

e disposition of patent applications;

e product recalls;

e geo-political developments;

e political developments in the United States;
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e general economic conditions;

e international respect of patents;

e global competition; and

e availability of insurance coverage.

Unless we can expand into new segments of the economy, our revenue and net profits will continue to be subject
to the volatility of the life science sector, which could have a detrimental impact on the price of our securities.

We expect our growth rates to decline and anticipate downward pressure on our operating margins in
the future.

In 2006 and 2005 our total revenues were $64.0 million and $29.3 million, respectively, an increase of
118%. Similarly, in 2006 and 2005 our net income was $ 16.5 million and $4.5 million, respectively, an increase
of 267%. As our business grows and matures, it is unlikely that our growth rate can be sustained at those levels,
if at all. We expect that in the future our revenue growth rate will decline and anticipate that there will be
downward pressure on our operating margins. We believe this decline and downward pressure could be the
inevitable result of a number of factors, including the following:

e revenues not rising as quickly as expenses;

e increasing competition in those segments of the market in which we compete;

e additional costs related to being a public reporting company;

e our ability to execute our growth strategy;

e our liquidity and access to capital; and

e the relative amounts of revenue we earn from our different operating units, which have different profit
margins.

If we are unable to manage our future growth successfully, we may not be able to sustain profitability.
Continued growth may place significant demands on our operational, administrative and financial
resources.

Our rapid growth has caused, and if it continues, will continue to cause, significant demands on our
operational, administrative and financial infrastructure and increase our expenses. If we do not effectively
manage our growth, the quality of our services could suffer, which would adversely affect our operating results
and our reputation. To effectively manage future growth, we will have to hire, train and manage a larger work
force, improve our financial and management controls and our reporting systems and procedures. These systems
enhancements and improvements will require significant capital expenditures and allocation of valuable
management resources. If the improvements are not implemented successfully, our ability too manage our
growth will be impaired and we may have to incur significant additional expenditures to address these issues,
further impairing our financial condition and profitability. We cannot assure you that we will be able to manage
our growth effectively and any failure to do so could adversely affect our ability to generate revenues and control
expenses.

We depend on the services of Mr. Vasinkevich, Mr. Borer and Mr. Rubin, and the loss of their services
would have a material adverse effect on us.

We depend on the efforts and reputations of Michael Vasinkevich, our Vice Chairman, John ]J. Borer III, our Chief
Executive Officer and Edward Rubin, our President. Their reputations and relationships with clients and potential
clients are critical elements in expanding our businesses, and we believe our historical and future performance is
strongly correlated to their involvement to date and their
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continued involvement in our operations. The loss or reduction of the services of any of them, due to death,
disability, termination of employment or regulatory restriction, would have a material adverse effect on our
operations, including our ability to attract new company clients and to raise capital from institutional investors.

We have entered into employment agreements with each of Messrs. Vasinkevich, Rubin and Borer, which
expire February 28, 2010. Each employment agreement renews automatically for an unlimited number of
one-year periods until either party gives a 90-day non-renewal notice. If the executive[]s employment terminates
for any reason, he is subject to a covenant that prohibits him from competing with us for a period of one year
from the date of termination. We cannot assure you that one or more of Messrs. Vasinkevich, Borer and Rubin
will not resign, join a competitor or form a competing company or that the non-competition provisions in their
employment agreements are enforceable. If any of these events were to occur, our business could be materially
and adversely affected.

Our client base and the number of products we offer are limited. Our rate of growth will be impaired
unless we expand our client base and increase our investment banking revenues.

We derive most of our revenues from investment banking engagements, including placement agent and
underwriting fees and strategic advisory fees, which have the highest profit margins of any of our operating
units. For the first quarter of 2007 and for the years 2006 and 2005, investment banking transactions accounted
for 70.7%, 67.4 and 61.1%, respectively, of our total revenues. In addition, most of our investment banking
revenue derives from public companies in the life science sector. From January 1, 2003 through June 30, 2007,
we acted as sole or lead manager in connection with 122 financing transactions, of which 93 were or are on
behalf of companies in the life science sector. Most of our investment banking clients are public companies and
many of them have little or no revenue. From January 1, 2003 through June 30, 2007, our corporate finance
transactions ranged from $1.2 million to $163 million.

Although our growth strategy contemplates that we will develop new sources of revenue and expand our
sales and trading, strategic advisory, asset management and merchant banking capabilities, our future growth
still largely depends on our ability to generate significant placement agent and underwriting fees. To do so, we
must (i) expand into new sectors, (ii) increase the volume of corporate finance transactions in which we act as
sole or lead manager and (iii) actively solicit engagements for larger transactions. Significant factors affecting
this strategy include our relatively small size, our lack of familiarity with, and visibility in, sectors other than life
science and competition from larger investment banks. We cannot assure you that we will be able to compete
effectively for new investment banking engagements. If we are unable to increase our investment banking
revenue, our rate of growth will be adversely affected, which may cause the price of our Common Stock to
decline.

Our future success depends on our ability to expand our investment banking services into sectors of
the economy other than life science.

For the first quarter of 2007 and for the years 2006, 2005 and 2004, revenues from non-life science companies
were 24%, 40%, 18% and 15%, respectively. Since we do not have any particular expertise in sectors other than
life science, we rely, in part, on our relationships with institutional investors and private equity funds to introduce
us to companies that need capital and on our own ability to identify opportunities to which we can apply our
corporate finance know-how. We cannot assure you that we will be able to continue to receive referrals from
institutional investor sources. We will need to hire teams of investment bankers and other professionals with
expertise in a particular sector, which would, in the short-term, increase our operating costs. If these costs are
not offset with increases in
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revenues, our profitability will be adversely affected, which may cause the price of our Common Stock to decline.

PIPE transactions have been subject to intense regulatory scrutiny over the last few years. To the
extent the investor interest is reduced as a result, our business will be adversely affected.

A significant factor in our growth to date has been our leading position as placement agent in PIPE
financing transactions. These transactions usually can be accomplished in less time and at less cost than
registered public offerings. Various regulatory and governmental agencies, including the SEC, have been
reviewing PIPE transactions. Periodically, we receive requests for information from the SEC and other regulatory
and governmental agencies regarding PIPEs in general or regarding specific transactions. In most cases, these
communications include a request for copies of transaction documents. We always comply with these requests. If
the SEC or any other regulatory agency promulgates regulations that make it more difficult or expensive to
consummate PIPEs, investors and issuers may prefer other financing strategies, such as registered public
offerings. Since underwriting registered public offerings has never been a significant source of revenue for us,
and any decline in the number of PIPE transactions could have a material adverse impact on our business,
operations and financial condition, which may cause the price of our Common Stock to decline.

Our revenue and profits are highly volatile, which may make it difficult for us to achieve steady
earnings growth on a quarterly basis and may cause the price of our Common Stock to decline.

We have experienced, and expect to experience in the future, significant variations from period to period in
our revenues and results of operations. These variations may be attributed in part to the fact that our investment
banking revenues, which represent the largest portion of our revenues, are typically earned when the financing
or merger or acquisition transaction is consummated, the timing of which is uncertain and largely beyond our
control. In most cases, we receive little or no payment for investment banking engagements that do not result in
a successfully completed transaction. As a result, our business depends a great deal on market conditions as well
as the decisions and actions of our clients and interested third parties. For example, a client could delay or
terminate financing transactions because of a failure to agree upon final terms with the counterparty, failure to
obtain necessary regulatory consents or board or stockholder approvals, adverse market conditions or because its
business is experiencing unexpected operating or financial problems. In addition, many companies seeking a
financing simultaneously explore a merger or sale option. Our investment banking revenues would be adversely
affected in the event that companies for which we are acting as placement agent or underwriter were to be sold
and we were not also engaged as a strategic advisor. If a transaction fails to close, we will earn little or no
revenue despite the fact that we may have devoted considerable resources to, and incurred significant
out-of-pocket expenses in connection with, the transaction. This risk may be intensified by our focus on
companies in the biotechnology sector, which is extremely volatile. As a result, our financial results will likely
fluctuate from quarter to quarter based on the timing when fees are earned, which could, in turn, lead to
increased volatility in the price of our Common Stock.
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Our corporate finance and strategic advisory engagements are singular in nature and do not generally
provide for subsequent engagements.

Our investment banking engagements, whether for a financing or a merger or acquisition transaction, are
usually transaction specific as opposed to long-term engagements. As such, we must continually seek new
engagements even from companies that have engaged us in the past. For this reason, we believe it is important to
nurture strong relationships with our clients. Although we have been successful in securing repeat engagements
from clients in the past, our ability to do so on a regular basis is by no means assured. As a result, high activity
levels in any period are not necessarily indicative of continued high levels of activity in any subsequent period. If
we are unable to generate a substantial number of new engagements that generate fees from new or existing
clients, our business, results of operations and financial condition could be adversely affected.

We may invest our own principal capital in equities that have limited liquidity and that expose us to a
significant risk of capital loss.

We use a portion of our own capital in a variety of principal investment activities, including purchasing
Oshell[] companies to be used in connection with future financing transactions and purchasing securities offered in
financing transactions for which we are acting as placement agent. We also hold a portfolio of equity securities,
including stock and warrants that we received as part of our compensation in connection with acting as a
placement agent. Principal investing involves numerous risks, including illiquidity, loss of principal and
revaluation.

As part of our growth strategy, we intend to expand our merchant banking operating unit, which may
involve purchasing securities in venture capital and other high-risk financings of early-stage, pre-public,
mezzanine or turn-around companies. These securities are likely to be restricted as to resale and may, in any
event, be highly illiquid. Further, we risk the loss of invested capital. For example, in the case of investments in
marketable securities, these principal investments could be significant relative to the overall capitalization of the
company in which we invest. Resale of a significant amount of these securities might adversely affect the market
and the sales price for such securities. Moreover, the companies in which we invest may rely on new or
developing technologies or novel business models, or concentrate on markets which have not yet developed and
which may never develop sufficiently to support successful operations. Even if we make an appropriate
investment decision based on the intrinsic value of an enterprise, we cannot assure you that general market
conditions will not cause the market value of our investments to decline. For example, an increase in interest
rates, currency fluctuations, a general decline in the stock markets, or other market conditions adverse to
companies of the type in which we may invest could result in a decline in the value of our investments or a total
loss of our investment. This could materially and adversely impact our financial results and the price of our
Common Stock.

We may also commit our own capital to facilitate client sales and trading activities. The number and size of
these transactions may adversely affect our results of operations. To the extent that we have long positions in any
of those markets, a downturn in the value of those assets or in those markets could result in losses. Conversely, to
the extent that we have short positions in any of those markets an upturn in those markets could expose us to
potentially large losses as we attempt to cover our short positions by acquiring assets in a rising market. These
long and short positions and the movement of the market relative to these positions could further contribute to
the fluctuations in our revenues and earnings, which, in turn, could contribute to volatility in the price of our
Common Stock.

21

25



Edgar Filing: ENTHRUST FINANCIAL SERVICES INC - Form 8-K

The asset management business is intensely competitive.

As part of our growth strategy, we plan to expand our asset management business. The asset management
business is intensely competitive, with competition based on a variety of factors, including investment
performance, the quality of service provided to clients, brand recognition and business reputation. Our asset
management business will compete with a number of private equity funds, specialized investment funds, hedge
funds, corporate buyers, traditional asset managers, commercial banks, investment banks and other financial
institutions. A number of factors serve to increase our competitive risks:

e many of our potential competitors have greater financial, technical, marketing and other resources and
more personnel than we do;

e several of our potential competitors have recently raised, or are expected to raise, significant amounts of
capital, and many of them have similar investment objectives to ours, which may create additional
competition for investment opportunities and may reduce the size and duration of pricing inefficiencies
that many alternative investment strategies seek to exploit;

e some of our potential competitors may also have a lower cost of capital and access to funding sources
that are not available to us, which may create competitive disadvantages for us with respect to
investment opportunities;

e some of our potential competitors may have higher risk tolerances, different risk assessments or lower
return thresholds, which could allow them to consider a wider variety of investments and to bid more
aggressively than us for investments that we want to make;

e our potential competitors include corporate buyers may be able to achieve synergistic cost savings in
respect of an investment, which may provide them with a competitive advantage in bidding for an
investment;

e it is relatively easy for new investment funds to enter our line of business, including a relatively low cost
of entry, and the successful entry of new comers into our various lines of business, including major
commercial and investment banks and other financial institutions, have resulted in increased competition;

e some investors may prefer to invest with an investment manager that is not publicly traded; and

e other industry participants will, from time to time, seek to recruit our investment professionals and other
employees away from us.

We may lose investment opportunities in the future if we do not match investment prices, structures and
terms offered by competitors. On the other hand, we may experience decreased rates of return and increased
risks of loss if we match investment prices, structures and terms offered by competitors. In addition, if interest
rates were to rise or there were to be a prolonged bull market in sectors other than the ones in which we invest,
the attractiveness of our investment funds relative to other investment products could decrease. This competitive
pressure could adversely affect our ability to make successful investments and limit our ability to raise future
investment funds, either of which would adversely impact our business, revenue, results of operations and cash
flow.

Furthermore, asset management businesses have experienced a number of highly publicized regulatory
inquiries concerning market timing, late trading and other activities that focus on the mutual fund industry.
These inquiries have resulted in increased scrutiny within the industry and new rules and regulations for mutual
funds, investment advisers and broker-dealers. Although we do not act as an investment adviser to mutual funds,
regulatory scrutiny and rulemaking initiatives may result in an increase in operational and compliance costs or
the assessment of significant fines or penalties against our asset management business, and may otherwise limit
our ability to engage in certain activities. In addition, the SEC staff has conducted studies with respect to [Jsoft
dollarf] practices in the brokerage and
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asset management industries. In October 2005, the SEC proposed interpretive guidance regarding the scope of
permitted brokerage and research services in connection with [Jsoft dollar(] practices. The SEC staff has indicated
that it is considering additional rulemaking in this area, and we cannot predict the effect that additional
rulemaking may have on our business.

We face strong competition from other investment banks that serve the life biotechnology sector and
that specialize in PIPE and RD transactions. If we fail to address the challenges posed by this
competition, we could lose our leading position in these areas, causing our operating results to suffer.

The investment banking industry is intensely competitive, and we expect it to remain so for the foreseeable
future. This is true in the case of the biotechnology sector as well as in connection with PIPE and RD financing
transactions, in which we specialize. We consider our principal competitors to be Banc of America Securities,
LLC, C. E. Unterberg, Towbin, Canaccord Adams, Inc., CIBC World Markets, Cowen & Company, LLC, Duetsche
Bank Securities, Inc., Jeffries & Company, Inc., Lazard Ltd., Leerink Swann & Co., Lehman Brothers, Inc.,
Merriman Curhan Ford & Company, Oppenheimer & Co., Inc., Piper Jaffray & Co., RBC Capital Markets, Inc.,
Roth Capital Partners, LLC, ThinkEquity Partners, LLC and Thomas Weisel Partners, LLC. In addition, as we
expand our business into new sectors and new business lines, we will face competition from other firms. We
compete on the basis of a number of factors, including the scope and quality of services, price, market focus and
industry knowledge, client relationships and reputation. The larger banks provide a broad range of investment
banking services to their clients. We have experienced intense price competition in our various businesses.
Pricing and other competitive pressures in investment banking, including the trends toward multiple book
runners, co-managers and multiple financial advisors handling transactions, could adversely affect our revenues,
even as the size and number of our investment banking transactions may increase. If we do not address these
competitive factors successfully, we may not be able to execute our growth strategy or even maintain our existing
market share. In either case, our operating results would suffer as would the price of our Common Stock.

As we grow, we will likely face competition from much larger investment banking firms. In order to
compete with them, we may have to increase our operating expenses significantly and/or make larger
commitments of capital in our trading and underwriting business. This increases the potential for
capital loss, which could adversely impact our operating results.

We are a relatively small investment bank. Primarily because of the types of transactions in which we
specialize and the relatively small size of those transactions, except in rare circumstances, we have avoided
competing with larger investment banks. However, we expect this to change as we pursue investment banking
opportunities with larger companies and engagements for larger transactions. Larger investment banks not only
offer a broader range of products and services than we do, they also have significantly greater financial and
marketing resources than we do, greater name recognition, more senior professionals to serve their clients[]
needs, greater global reach and may have more established relationships with clients than we have. Thus, they
are better able to respond to changes in the investment banking industry, compete for skilled professionals,
finance acquisitions, fund internal growth and compete for market share. For example, many of our larger
potential competitors have the ability to support investment banking with commercial banking, insurance and
other financial services, which has resulted, and could further result, in pricing pressure in our businesses.

In addition, financial services firms have begun to make larger and more frequent commitments of capital
in many of their activities. In order to win business, they are increasingly committing to purchase large blocks of
stock from publicly traded issuers or significant stockholders, instead of the more traditional marketed
underwriting process in which marketing is typically completed before an
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investment bank commits to purchase securities for resale. They are willing to provide debt financing out of
internal funds, often giving them a significant competitive advantage. Because we do not have the resources to
match these investment banking firms, we may be unable to compete as effectively for larger clients and larger
transactions. In that case, we may not be able to execute that part of our growth strategy, which could have an
adverse impact on our operations and financial condition.

Our ability to retain our senior professionals and recruit additional professionals is critical to our
growth strategy and our failure to do so may adversely affect our reputation, business, results of
operations and financial condition.

Our people are our most valuable resource. Our future success depends to a substantial degree on our
ability to retain and recruit qualified personnel, particularly senior managing directors. We anticipate that it will
be necessary for us to add financial professionals as we pursue our growth strategy. However, we may not be
successful in our efforts to recruit and retain the required personnel as the market for qualified financial
professionals is extremely competitive. Our ability to obtain and successfully execute the transactions that
generate a significant portion of our revenues depends upon the reputation, judgment, business generation
capabilities and project execution skills of our senior professionals from investment banking, sales and trading
and research. The reputations and relationships of our senior professionals with our clients are a critical element
in obtaining and executing client engagements. Accordingly, retaining these particular employees is critical to
our future success and growth. Turnover in the investment banking industry is high and we encounter intense
competition for qualified employees from other companies in the investment banking industry as well as from
businesses outside the investment banking industry, such as hedge funds and private equity funds. We have
experienced departures of investment banking and other professionals in the past and losses of key employees
may occur in the future. As a result of such departures, we may not be able to retain valuable relationships and
some of our clients could choose to use the services of a competitor instead of our services. If we are unable to
retain our senior professionals and/or recruit additional professionals, our reputation, business, results of
operations and financial condition will be adversely affected.

If any of our senior employees were to join an existing competitor or form a new competing firm, we cannot
assure you that our compensation arrangements and non-competition and non-solicitation agreements with our
key employees are broad or effective enough to prevent or deter employees from resigning, joining or forming
competitors or soliciting our clients. Further, we cannot assure you that we could successfully enforce our rights
under those agreements.

Our transition to a corporate structure may adversely affect our ability to recruit, retain and motivate
our senior managing directors and other key employees, which in turn could adversely affect our
ability to compete effectively and to grow our business.

In connection with our transition to a corporate structure, our senior executives and managing directors
may experience significant reductions in their cash compensation or even their overall compensation. Following
the Exchange, we intend to use equity, equity-based incentives and other employee benefits rather than pure
cash compensation to motivate and retain our senior executives and managing directors. Our compensation
mechanisms as a public company may not be effective, especially if the market price of our Common Stock
declines. In addition, in March 2007, in connection with the sale of the Debentures and Warrants, our three
senior executives agreed that their total compensation and benefits for any fiscal year, when added to all other
compensation and benefits incurred by us in such fiscal year, will not exceed 58% of total revenues in that year.
In July 2007, the percentage was reduced to 55%, excluding expenses relating to equity-based compensation
granted prior to the Exchange Date. Although we may increase this percentage for years subsequent to 2007, this
agreement could

24

28



Edgar Filing: ENTHRUST FINANCIAL SERVICES INC - Form 8-K

adversely impact the overall compensation managing directors may receive. Our senior executives and managing
directors may receive less compensation under this formula than they otherwise would have received before the
Exchange and may receive less compensation than they otherwise would receive at other firms. Such a reduction
in compensation (or the belief that a reduction may occur) could make it more difficult to retain our senior
managing directors. In addition, some current or potential senior managing directors and other employees may
be more attracted to the benefits of working at a private partnership and the prospects of becoming a partner at
such a firm, or at one of our larger competitors.

Limitations on our access to capital could impair our ability to expand our underwriting businesses.

Liquidity, or ready access to funds, is essential to financial services firms, including ours. R&R, our
broker-dealer subsidiary, is subject to the net capital requirements of the SEC, the NASD and various
self-regulatory organizations of which it is a member. These requirements typically specify the minimum level of
net capital a broker-dealer must maintain and also mandate that a significant part of its assets be kept in
relatively liquid form. Any failure to comply with these net capital requirements could impair our ability to expand
our underwriting business. Furthermore, there are laws that authorize regulatory bodies to block or reduce R&R[]s
ability to distribute funds to us. As a result, regulatory actions could impede our access to funds that we need to
make payments on obligations or dividend payments. In addition, because we hold equity interests in our
subsidiaries, our rights as an equity holder to the assets of these subsidiaries may not materialize, if at all, until
the claims of the creditors of these subsidiaries are satisfied.

Our risk management policies and procedures may leave us exposed to unidentified or unanticipated
risks.

Our risk management strategies and techniques may not be fully effective in mitigating our risk exposure in
all market environments or against all types of risk. We are exposed to the risk that third parties that owe us
money, securities or other assets will not perform their obligations. These parties may default on their obligations
to us due to bankruptcy, lack of liquidity, operational failure, and breach of contract or other reasons. We are also
subject to the risk that our rights against third parties may not be enforceable in all circumstances, and, as a
result, default risks may arise from events or circumstances that are difficult to detect, foresee or reasonably
guard against. In addition, concerns about, or a default by, one institution could lead to significant liquidity
problems, losses or defaults by other institutions, which in turn could adversely affect us. If any of the variety of
instruments, processes and strategies we utilize to manage our exposure to various types of risk are not effective,
we may incur losses.

Our operations and infrastructure and those of the service providers upon which we rely may
malfunction or fail.

We have outsourced certain aspects of our technology infrastructure, including data centers, disaster
recovery systems, and wide area networks, as well as some trading applications. We depend on our technology
providers to manage and monitor those functions. A disruption of any of the outsourced services would be out of
our control and could negatively impact our business. We have experienced disruptions on occasion, none of
which has been material to our operations and results. However, we cannot guarantee that future disruptions
with these providers will not occur or that their impact will not be material.

We also face the risk of operational failure or termination of relations with any of the clearing agents,
exchanges, clearing houses or other financial intermediaries we use to facilitate our securities
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transactions. Any such failure or termination could adversely affect our ability to effect transactions and to
manage our exposure to risk.

In addition, our ability to conduct business may be adversely impacted by a disruption in the infrastructure,
including electrical, communications, transportation and other services, that supports our businesses and the
area in which we are located. This may affect, among other things, our financial, accounting or other data
processing systems. Nearly all of our employees in our principal office in New York City work in close proximity
to each other. Although we have a formal disaster recovery plan in place, if a disruption occurs and our
employees are unable to communicate with or travel to other locations, our ability to service and interact with
our clients may suffer, and we may not be able to implement contingency plans that depend on communication or
travel.

Our operations also rely on the secure processing, storage and transmission of confidential and other
information in our computer systems and networks. Although we take protective measures and endeavor to
modify them as circumstances warrant, our computer systems, software and networks may be vulnerable to
unauthorized access, computer viruses or other malicious code and other events that could have a security
impact. If one or more of such events occur, this could jeopardize our or our clients[] or counterparties[] confidential
and other information processed and stored in, and transmitted through, our computer systems and networks, or
otherwise cause interruptions or malfunctions in our, our clients[], our counterparties[] or third parties[] operations.
We may be required to expend significant additional resources to modify our protective measures, to investigate
and remediate vulnerabilities or other exposures or to make required notifications, and we may be subject to
litigation and financial losses that are either not insured or not fully covered through any insurance that we
maintain.

Strategic investments or acquisitions and joint ventures, or our entry into new business areas, may
result in additional risks and uncertainties in our business.

Our growth strategy contemplates strategic investments, acquisitions and joint ventures. Strategic
investments, acquisitions and joint ventures involve numerous risks and uncertainties, including the following:

e problems with the effective integration of operations and systems; conflicts or disagreements among the
principals;

e the inability to maintain key pre-acquisition business relationships and integrate new relationships;

e increased operating costs;

e exposure to unanticipated liabilities;

e risks of misconduct by employees not subject to our control;

e difficulties in realizing projected efficiencies, synergies and cost savings; and

e exposure to new or unknown liabilities.

Any future growth of our business, such as the further expansion of our principal investment activities, may
require significant resources and/or result in significant unanticipated losses, costs or liabilities. In addition,
expansions, acquisitions or joint ventures may require significant managerial attention, which may be diverted
from our other operations. These capital, equity and managerial commitments may impair the operation of our
businesses. In addition, future acquisitions or joint ventures may involve the issuance of additional shares of our
Common Stock, which may dilute the ownership interest of our existing stockholders.
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The demands of running a public company could result in additional costs and require our senior
management to devote more time to regulatory and other requirements.

As a public reporting company, we expect to incur an additional $1 million to $2 million in operating costs
annually. These additional costs include the cost to comply with the significant regulatory and reporting
requirements under the Exchange Act and other federal and state securities laws, listing and corporate
governance requirements of the exchanges on which our Common Stock may be listed and the compliance
obligations of S-Ox. Although we are currently listed on the OTC Bulletin Board, we intend to comply with the
corporate governance requirements imposed by the various national stock exchanges, including those relating to
director independence and it is our intent to seek a listing on a national securities exchange in the foreseeable
future. In addition, we intend to hire additional financial reporting, internal control and compliance staff in order
to develop and implement appropriate internal controls and reporting procedures. Our historical consolidated
financial information does not reflect the added costs that we expect to incur as a public company or the resulting
changes that will have occurred in our capital structure and operations.

Under Section 404 of S-Ox, we will be required to furnish a report assessing our internal controls over
financial reporting by March 31, 2008, the last date on which we can file our annual report with the SEC for the
fiscal year ending December 31, 2007, and our auditors will be required to deliver an attestation report on
management[]s assessment by March 31, 2009, the last date on which we can file our annual report with the SEC
for the fiscal year ending December 31, 2008. Our assessment must include disclosure of any [Jmaterial weakness[]
in our internal controls over financial reporting. We believe that we are not presently in compliance with S-Ox[]s
internal control requirements. It will take a substantial effort on our part to complete documentation of our
internal control system and financial processes, information systems, assessment of their design, remediation of
control deficiencies identified in these efforts and management testing of the design and operation of internal
controls. We anticipate that we will need to hire additional accounting and finance staff to achieve appropriate
segregation of duties. We are reviewing the adequacy of our financial controls and reporting systems and
procedures, and we intend to make any necessary changes. We cannot assure you that we will be able to
complete the required assessment by our reporting deadline or that we can satisfy any applicable standards in
subsequent years. An inability to complete and document this assessment or to comply in subsequent years could
result in our receiving a qualified report from our auditors with respect to our internal controls. This could cause
investors to lose confidence in the accuracy or completeness of our financial reports, which could adversely
impact the price of our stock. Additionally, ineffective internal controls over financial reporting could expose us to
increased risk of fraud or misuse of corporate assets and subject us to delisting by any exchange on which our
securities are listed.

In addition, our senior managers do not have experience as officers of publicly traded companies. Since
inception, our senior management has been actively involved in the revenue generating activities of our
operations. As the senior executives of a public reporting company, they will now be required to devote more of
their time to compliance issues and to develop and implement the internal controls and reporting procedures
required by S-Ox, which means they will have less time to devote to business and operational matters and to
developing new business. If our senior management is required to devote more time to the additional
requirements of managing a public company, and we are unable to successfully transition some or all of the
revenue generating responsibilities of our senior management to other suitable professionals, our reputation,
business, results of operations and financial condition may be harmed. Also, if we are unable to comply with
S-Ox[Js internal controls requirements, we may not be able to obtain the independent accountant certifications that
S-Ox requires publicly-traded companies to obtain.
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Evaluating our prospects in light of our limited operating history and fluctuations in our operating
results is difficult.

We have a limited operating history upon which you can evaluate our business and prospects. As a
relatively young enterprise, we face numerous risks and uncertainties, including those relating to our ability to
attract and retain clients on a cost-effective basis, expand and enhance our service and product offerings, raise
additional capital and respond to competitive market conditions. We may not be able to address these risks
adequately, and our failure to do so may harm our business and the value of your investment in our Common
Stock.

In addition, our operating results may fluctuate because of a number of factors, many of which are outside
our control. For this reason, comparing our results on a period-to-period basis may not be meaningful and you
should not rely on our past results as an indication of future performance. Our quarterly and annual expenses as
a percentage of revenues may be significantly different from our historical or projected rates. Our operating
results in future quarters may fall below expectations. Any of these results could cause the price of our Common
Stock to decline. Also, because our business is relatively young and is still evolving, our historical operating
results may not be useful in predicting our future operating results. Our short operating history and rapid growth
do not accurately reflect the cyclical nature of the investment banking business. As our growth slows, we expect
this cyclicality may become more apparent and may lead to further fluctuations in our performance and in the
price of our Common Stock.

Our historical and unaudited pro forma financial information may not permit you to predict our costs
of operations.

The historical consolidated financial information in this Report does not reflect the added costs that we
expect to incur as a public company or the resulting changes that have occurred in our capital structure and
operations as a result of the Exchange. Because we historically operated through partnerships and limited
liability companies prior to our transition to corporate form, we paid little or no taxes on profits and were able to
treat certain payments to our senior executives as profit distributions rather than compensation. In preparing our
unaudited pro forma condensed consolidated financial information, we deducted and charged to earnings
estimated statutory income taxes based on a blended federal, state and local tax rate, which may be different
from our actual tax rate in the future. Our pro forma financial information, however, does not make any
adjustment to compensation and benefits expense. Thus, the estimates we used in our unaudited pro forma
consolidated financial information may not be similar to our actual experience as a public corporation.

We may be required to make substantial payments under certain indemnification agreements.

In connection with our conversion to corporate form, we entered into agreements that provide for the
indemnification of our former members against certain tax liabilities relating to periods before the date of the
Exchange when we operated as a limited liability company. We may be required to make substantial payments
under these indemnification agreements, which could adversely affect our financial condition.
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Risks Related to Our Industry

Difficult market conditions can adversely affect our business in many ways, which could materially
reduce our revenue or income.

Our businesses are materially affected by conditions in the global financial markets and economic
conditions throughout the world. The future market and economic climate may deteriorate because of many
factors beyond our control, including rising interest rates, the rate of inflation, currency exchange rates, changes
in the regulatory environment, wars, acts of terrorism or political uncertainty. Difficult market and economic
conditions, the level and volatility of interest rates, investor sentiment and political events have in the past
adversely affected and may in the future adversely affect our business and profitability in many ways. For
example, our revenues are directly related to the volume and value of investment banking transactions in which
we are involved. During periods of unfavorable market or economic conditions, the volume and size of these
transactions may decrease, thereby reducing the demand for our services and increasing price competition
among financial services companies seeking those engagements. Our results of operations would be adversely
affected by any reduction in the volume or size of corporate finance transactions. Similarly, weakness in equity
markets and diminished trading volume of securities could adversely impact our sales and trading business.
Finally, a general decline in the value of securities would adversely impact our investment portfolio. Our
profitability may also be adversely affected by our fixed costs and the possibility that we would be unable to scale
back other costs within a time frame sufficient to match any decreases in revenue relating to changes in market
and economic conditions.

Significantly expanded corporate governance and public disclosure requirements may result in fewer
initial public offerings and discourage companies from engaging in capital market transactions, which
may reduce the number of investment banking opportunities available for us to pursue.

Highly-publicized financial scandals in recent years have led to investor concerns over the integrity of the
U.S. financial markets, and have prompted the U.S. Congress, the SEC, the NYSE and Nasdaq to significantly
expand corporate governance and public disclosure requirements. To the extent that private companies, in order
to avoid becoming subject to these new requirements, decide to forego initial public offerings or elect to be listed
on foreign markets, our underwriting business may be adversely affected. In addition, provisions of S-Ox and the
corporate governance rules imposed by self-regulatory organizations and stock exchanges have diverted the
attention of many companies away from capital market transactions, including securities offerings and
acquisition and disposition transactions. In particular, companies that either are or are planning to become public
companies are incurring significant expenses in complying with the SEC and reporting requirements relating to
internal control over financial reporting, and companies that disclose material weaknesses in such controls under
the new standards may have greater difficulty accessing the capital markets. These factors, in addition to
adopted or proposed accounting and disclosure changes, may have an adverse effect on our business.

Financial services firms have been subject to increased scrutiny over the last several years, increasing
the risk of financial liability and reputational harm resulting from adverse regulatory actions.

The financial services industry has experienced increased scrutiny from a variety of regulators, including
the SEC, the NYSE, the NASD and state attorney generals. Penalties and fines sought by regulatory authorities
have increased substantially over the last several years. This regulatory and enforcement environment has
created uncertainty with respect to a number of transactions that had historically been entered into by financial
services firms and that were generally believed to be permissible and appropriate. We may be adversely affected
by changes in the interpretation or
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enforcement of existing laws and rules by these governmental authorities and self-regulatory organizations. Each
of the regulatory bodies with jurisdiction over us has regulatory powers dealing with many aspects of financial
services, including, but not limited to, the authority to fine us and to grant, cancel, restrict or otherwise impose
conditions on the right to carry on particular businesses. For example, a failure to comply with the obligations
imposed by the Exchange Act on broker-dealers and the Investment Advisers Act on investment advisers,
including record-keeping, advertising and operating requirements, disclosure obligations and prohibitions on
fraudulent activities, or by the Investment Company Act of 1940, could result in investigations, sanctions and
reputational damage. We also may be adversely affected as a result of new or revised legislation or regulations
imposed by the SEC, other United States or foreign governmental regulatory authorities or the NASD or other
self-regulatory organizations that supervise the financial markets. Substantial legal liability or significant
regulatory action against us could have adverse financial effects on us or harm our reputation, which could harm
our business prospects.

Financial services firms are subject to numerous conflicts of interests or perceived conflicts. The SEC and
other federal and state regulators have increased their scrutiny of potential conflicts of interest. We have adopted
various policies, controls and procedures to address or limit actual or perceived conflicts and regularly review
and update our policies, controls and procedures. However, appropriately addressing conflicts of interest is
complex and difficult and our reputation could be damaged if we fail, or appear to fail, to appropriately address
conflicts of interest. Our policies and procedures to address or limit actual or perceived conflicts may also result
in increased costs and additional operational personnel. Failure to adhere to these policies and procedures may
result in regulatory sanctions or litigation against us. For example, the research operations of investment banks
have been and remain the subject of heightened regulatory scrutiny which has led to increased restrictions on the
interaction between equity research analysts and investment banking professionals at securities firms. Several
securities firms in the United States reached a global settlement in 2003 and 2004 with certain federal and state
securities regulators and self-regulatory organizations to resolve investigations into the alleged conflicts of
interest of research analysts, which resulted in rules that have imposed additional costs and limitations on the
conduct of our business.

Our exposure to legal liability is significant, and damages and other costs that we may be required to
pay in connection with litigation and regulatory inquiries, and the reputational harm that could result
from legal action against us, could adversely affect our businesses.

We face significant legal risks in our businesses and, in recent years, the volume of claims and amount of
damages sought in litigation and regulatory proceedings against financial institutions have been increasing.
These risks include potential liability under securities or other laws for materially false or misleading statements
made in connection with securities offerings and other transactions, employment claims, potential liability for
(fairness opinions[] and other advice we provide to participants in strategic transactions and disputes over the
terms and conditions of complex trading arrangements.

As an investment banking firm, we depend to a large extent on our reputation for integrity and
professionalism to attract and retain clients. As a result, if a client is not satisfied with our services, it may be
more damaging to our business than to other businesses. Moreover, our role as advisor to our clients on
important underwriting or mergers and acquisitions transactions involves complex analysis and the exercise of
professional judgment, including rendering [Jfairness opinions[] in connection with mergers and acquisitions and
other transactions. Therefore, our activities may subject us to the risk of significant legal liabilities to our clients
and aggrieved third parties, including our clients[] stockholders who could bring securities class actions against
us. Our investment banking engagements typically include broad indemnities from our clients and provisions to
limit our exposure to legal claims relating to our services.
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However, there can be no assurance that these provisions will protect us or be enforceable in all cases. As a
result, we may incur significant legal and other expenses in defending against litigation and may be required to
pay substantial damages for settlements and adverse judgments. Substantial legal liability or significant
regulatory action against us could harm our results of operations or harm our reputation, which could adversely
affect our business and prospects.

Employee misconduct, which is difficult to detect and deter, could harm us by impairing our ability to
attract and retain clients and subjecting us to significant legal liability and reputational harm.

Recently, there have been a number of highly-publicized cases involving fraud or other misconduct by
employees in the financial services industry, and there is a risk that our employees could engage in misconduct
that adversely affects our business. For example, we often deal with confidential matters of great significance to
our clients. If our employees were to improperly use or disclose confidential information provided by our clients,
we could be subject to regulatory sanctions and suffer serious harm to our reputation, financial position, current
client relationships and ability to attract future clients. We are also subject to a number of obligations and
standards arising from our investment management business and our authority over the assets managed by our
investment management business. The violation of these obligations and standards by any of our employees
would adversely affect us and our clients. It is not always possible to deter employee misconduct, and the
precautions we take to detect and prevent this activity may not be effective in all cases. If our employees engage
in misconduct, our business would be adversely affected.

Our sales and trading business may be adversely affected by potential changes in industry practices.

Historically, our clients have paid us for equity research through commissions on trades. Recently, Fidelity
Investments, the large fund manager, entered into arrangements with financial institutions of which it is a client,
pursuant to which Fidelity agreed to pay separately for trading and research services, a process known as
Junbundling.[] As a result, the financial institutions will reduce their commission on trades but will charge Fidelity
separately for research that they provide. It is uncertain whether [Junbundling[] arrangements will become an
industry trend and, if so, to what extent. Furthermore, if it does become the industry norm, we cannot predict the
consequences it will have on our operations in general, or on our sales and trading and research businesses in
particular.

If we were deemed an investment company under the Investment Company Act of 1940, applicable
restrictions could make it impractical for us to continue our business as contemplated and could have
an adverse effect on our business.

We are not an investment company under the Investment Company Act of 1940 and we intend to conduct
our operations so that we will not be deemed an investment company. However, if we were to be deemed an
investment company, restrictions imposed by the Investment Company Act of 1940, including limitations on our
capital structure and our ability to transact with affiliates, could make it impractical for us to continue our
business as contemplated and would harm our business and the price of our Common Stock.
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Risks Related to Our Common Stock

Our Common Stock is currently traded on the OTC Bulletin Board. Because there is a limited public
market for our Common Stock, you may not be able to liquidate your investment when you want. We
cannot assure you that an active trading market for our Common Stock will ever develop.

There is limited trading in our Common Stock and we cannot assure you that an active public market for
our Common Stock will ever develop. The lack of an active public trading market means that you may not be able
to sell your shares of Common Stock when you want, thereby increasing your market risk. Until our Common
Stock is listed on an exchange, we expect that it will continue to be listed on the OTC Bulletin Board. However,
an investor may find it difficult to obtain accurate quotations regarding the Common Stock[]s market value. In
addition, if we failed to meet the criteria set forth in SEC regulations, various requirements would be imposed by
law on broker-dealers who sell our securities to persons other than established customers and accredited
investors. Consequently, such regulations may deter broker-dealers from recommending or selling our Common
Stock, which may further affect its liquidity.

If securities analysts do not publish research or reports about our business or if they downgrade us or
our sector, the price of our Common Stock could decline.

The trading market for our Common Stock will depend in part on research and reports that industry or
financial analysts publish about us or our business. We do not control these analysts. Furthermore, if one or more
of the analysts who cover us downgrades us or the industry in which we operate or the stock of any of our
competitors, the price of our Common Stock will probably decline. If one or more of these analysts ceases
coverage altogether, we could lose visibility, which could also lead to a decline in the price of the Common Stock.

We cannot assure you that our Common Stock will become listed on a securities exchange.

We plan to seek listing of our Common Stock on the NYSE, American Stock Exchange (JAMEX]]) or a Nasdaq
exchange as soon as reasonably practicable. We may not currently meet the initial listing standards of any of
those exchanges or any other stock exchange, and cannot assure you when or if we will meet the listing
standards, or that we will be able to maintain a listing of the Common Stock on any stock exchange.

The market price and trading volume of our Common Stock may be volatile.

The market price of our Common Stock could be subject to significant fluctuations due to factors such as:

e actual or anticipated fluctuations in our financial condition or results of operations;

e the success or failure of our operating strategies and our perceived prospects and those of the financial
services industry in general;

e realization of any of the risks described in this section;

o failure to be covered by securities analysts or failure to meet the expectations of securities analysts;
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e a decline in the stock prices of peer companies; and
e a discount in the trading multiple of our Common Stock relative to that of Common Stock of certain of our

peer companies due to perceived risks associated with our smaller size.

As a result, shares of our Common Stock may trade at prices significantly below the price you paid to
acquire them. Furthermore, declines in the price of our Common Stock may adversely affect our ability to
conduct future offerings or to recruit and retain key employees, including our managing directors and other key
professional employees.

Your interest in us may be diluted if we issue additional shares of Common Stock.

In general, stockholders do not have preemptive rights to any Common Stock issued by us in the future.
Therefore, stockholders may experience dilution of their equity investment if we issue additional shares of
Common Stock in the future, including shares issuable under equity incentive plans, or if we issue securities that
are convertible into shares of our Common Stock.

Provisions of our organizational documents may discourage an acquisition of us, which could adversely
impact the price of our Common Stock.

Our organizational documents may contain provisions that will impede the removal of directors and may
discourage a third party from making a proposal to acquire us. Our Board of Directors may have the ability to
take defensive measures that could impede or thwart a takeover such as, under certain circumstances, adopting a
poison pill, or causing us to issue preferred stock that has greater voting rights than our Common Stock. If a
change of control or change in management that our stockholders might otherwise consider to be favorable is
prevented or delayed, the market price of our Common Stock could decline.

Our Common Stock may be considered a [Jpenny stock.[]

The SEC has adopted regulations which generally define [Jpenny stock[] to be an equity security that has a
market price of less than $5.00 per share, subject to specific exemptions. If the market price of our Common
Stock is less than $5.00 per share it will be considered a [Jpenny stock.[] Brokers and dealers effecting transactions
in [Jpenny stock[] must disclose certain information concerning the transaction, obtain a written agreement from the
purchaser and determine that the purchaser is reasonably suitable to purchase those types of securities. These
rules may restrict the ability of brokers or dealers to sell our Common Stock and may affect your ability to sell
shares.

We have no current plan to pay dividends on our Common Stock and investors may lose the entire
amount of their investment.

We have no current plans to pay dividends on our Common Stock. Therefore, investors will not receive any
funds absent a sale of their shares. We cannot assure investors of a positive return on their investment when they
sell their shares nor can we assure that investors will not lose the entire amount of their investment.

We may have hidden liabilities that could have an adverse impact on our market value.

There are a number of risks associated with the Exchange. First, all of our assets are subject to claims by
creditors of Enthrust. Although we have conducted a due diligence review of the financial
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condition and legal status of Enthrust, Enthrust may have material liabilities that we might not discover until
after the consummation of the Exchange. Second, although the Exchange Agreement contains representations
and warranties concerning Enthrust[]s assets, liabilities, financial condition and affairs, we will have very limited
recourse against Enthrust[Js current owners or principals in the event these prove to be untrue.

We will be controlled by a single stockholder whose interests may differ from those of other
stockholders.

As a result of the Exchange, Revere will own in excess of 50% of our issued and outstanding shares of
Common Stock. Revere is owned one-third by our President and two-thirds by a trust whose beneficiaries are the
wife and children of our Vice Chairman. As a result, our public stockholders have no ability to elect directors,
control management and policies or influence major corporate decisions that require the consent of stockholders
owning a majority of our issued and outstanding shares of Common Stock, including mergers, consolidations and
the sale of all or substantially all of our assets. This could also adversely impact the market value of the Common
Stock.

Future sales of our Common Stock could cause our stock price to decline.

Sales of substantial amounts of Common Stock by our executives, employees and other stockholders, or the
possibility of such sales, may adversely affect the price of our Common Stock and impede our ability to raise
capital through the issuance of equity securities. Upon completion of the Exchange, there were 25,000,000
shares of Common Stock outstanding. Of these shares, 150,627 shares of Common Stock are freely transferable
without restriction or further registration under the Securities Act of 1933. Subject to certain exceptions, the
remaining 24,849,373 shares of Common Stock are available for future sale upon the expiration of transfer
restrictions or in accordance with registration rights.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with Holding[]s audited and unaudited consolidated
financial statements and the related notes and the pro forma financial information that appears elsewhere in this
Report. In addition to the historical and pro forma information, this discussion includes forward-looking
statements reflecting our current expectations that involve assumptions, risks and uncertainties. Actual results
and the timing of events may differ significantly from those projected in the forward-looking statements due to a
number of factors, including those set forth in the section entitled "Risk Factors" and elsewhere in this Report.

Overview

We are a full service investment bank dedicated to providing investment banking services to companies
that have significant recurring capital needs due to their growth and development strategies. We also provide
research and sales and trading services to institutional investor clients that focus on such companies. Since 2003,
we have been a leading investment banking firm to the biotechnology sector, a capital intensive market segment,
as well as a leader in the PIPE and RD transaction markets.

Through AcumenBioFin[], our division dedicated exclusively to the life science sector, we provide a broad
range of investment banking services to biotechnology companies, specialty pharmaceutical companies, medical
device companies and other companies operating in the health care space. Our present business began in 2002,
when we made the strategic decision to focus on the
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biotechnology sector and to build an integrated investment banking platform to service this sector. This was
based in part upon our belief that the biotechnology sector was underserved by the investment banking
community as a result of (i) the consolidation, beginning in the 1990(]s, of well-established middle market and
boutique investment banks with and into large financial institutions and (ii) the significant downturn in capital
market activity in the biotechnology sector beginning in 2001.

In furtherance of our strategy, we recruited investment bankers, research analysts, traders and
institutional sales people with expertise in the biotechnology sector from other investment banks, from academia
and from companies that operate in this sector. As a result, many members of our biotechnology [Jteam[] have PhDs
or other advanced medical or scientific degrees. With this expertise, we have been able to better understand the
potential performance of the products under development by and the regulatory environment impacting
biotechnology companies and evaluate general economic and business trends affecting such companies. We
believe the experience and talent of our professionals enable us to deliver the specialized advice and
differentiated services our clients demand, which has resulted in a significant amount of repeat business.

As we continued to expand our capital raising efforts for biotechnology companies, we determined that
many of the financing strategies and transaction structures that we had developed for the biotechnology sector
could be equally effective for other sectors. Applying our financing know-how, understanding of the financing
needs of capital intensive companies, and appreciation of the concerns and goals of institutional investors that
invest in such companies, we have begun to leverage our performance and reputation as a leading investment
bank in the biotechnology sector to expand our product-based expertise and business reach to other sectors with
similar financing needs. During the past 18 months, we completed investment banking transactions for
companies in the environmental services, business services, technology, security, retail, oil and gas and
manufacturing sectors, in addition to continuing to grow our presence in the biotechnology sector.

Our activities as an investment banking firm constitute a single business segment, with the following
principal sources of revenue:

e Investment banking fees, which are derived from corporate finance activities and strategic advisory
services;

e Realized and unrealized gains with respect to securities held for our own account;

e Commissions on sales and trading activities;

e Conference fees; and

e O