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OATH OR AFFIRMATION

RQSG&‘T E SWANSOI\I . swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Daewood Sccukmes CorporvATionN as
of M AR CH Jd) . 2004 | are true and correct. 1 further swear (or affirm) that
neither the company nor any partner, proprietor. principal officer or director has any propnetary interest in any account
classified solely as that of a customer, except as follows:

‘\)ONE

o ﬁ Sngnature
( 2 ?Rgstbe&'r
( j Title
JEANNE THOMPSON
ot r A Notary Public of New Jersey

Notary P“ My C ommmsmn Expires May 3, 2007

ThlS report ** contains (check all apphcable boxes)
(a) Facing Page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss).
d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O /) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computation of Net Capital,
O ) Computation for Determination of Reserve Requlremems Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
| (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
m/(l) An Oath or Affirmation.
g/mn) A copy of the SIPC Supplemental Report.
{n) A rcportdescribing any material inadequacics found to exist or found to have existed since the date of the previous audit.

** For conditions of canﬁ’a' ’:ligl'_frearmem of certain portions of this filing, see section 240.1 7a-5(e)(3)v
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INDEPENDENT AUDITORS' REPORT KA L o

Board of Directors
Ridgewood Securities Corporation

We have audited the accompanying statement of financial condition of
Ridgewood Securities Corporation as of March 31, 2004 and the related
statements of operations, changes in stockholder’'s equity and cash flows for the
year then ended. These financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these
financial statements based on our audit. The financial statements of Ridgewood
Securities Corporation as of March 31, 2003 and for the year then ended, were
audited by other auditors whose report dated May 3, 2003, expressed an
unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We beheve that our audit
provides a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all
material respects, the financial condition of Ridgewood Securities Corporation as
of March 31, 2004 and. the results of its operations and cash flows for the year
then ended, in conformity with accounting principles generally accepted in the
United States of America.

[ ke i [rf

May 18, 2004



Ridgewood Securities Corporation
Statements of Financial Condition

Assets

Cash and cash equivalents

Certificate of deposit

Commissions and fees receivable from affiliates
Income taxes receivable

Other assets

Total assets

Liabilities angd Stockholder's Equity

Accounts payable and accrued expenses
Income taxes payable

Total liabilities
Commitments and contingencies
Stockholder’s equity:
Comumon stock, $1 par value; 1,000 shares
authorized, tssued and outstanding
Additional paid-in capital
Retained earnings
Stockholder loans
Total stockholder’s equity -

Total liabilities and stockholder’s equity

‘March 31,
2004 2003
247,932 $ 49,175
50,503 49,558
37,800 2,750
50,812
10,390 9,529
346,625 $ 161,824
26,200 $ 10,100
10,702 826
36,902 10,926
1,000 1,000
9,000 9,000
376,307 134,582
(76,584) (193,684)
309,723 150,898
346,625 S 161,824

See accompanying notes to financial statements.



Ridgewood Securities Carporation
Statements of Operations

Revenuec:
Placement fees
Selling commissions
Interest income
Total revenue
Expenses: ‘
Officer-stockholder payrol] expense
Selling, general and administrative
Total expenses
Income (loss) before income taxes

Income tax expense (benefit)

Net income (loss)

Year Ended March 31,

2004 2003
$ 1,304,529 $ 133,922
563,800 118,270
1,943 1,159
1,870,272 253,351
1,738,686 351,465
77.651 43,043
1,816,337 394,508
53,935 (141,157)
12,210 (58,067)
$ 41,725 S (83,090

See accompanying notes to financial statements.



Ridgewood Securities Corporation
Statements of Changes in Stockhalder’s Equity

Balance, April 1, 2002

Repayment of loans by
stockholder

Net loss
Balance, March 31, 2003

Repayment of loans by
stockholder

Net income

Balance, March 31, 2004

Additional
Common paid-in Retained Stockholder
stock capital earnings Loans Total
$ 1,000 $ 9,000 $417,672 $(228,684) $198,988
- --- 35,000 35,000
. - _ (83,090) . (83.090)
1,000 $,000 334,582 (193,684) 150,898
-e- --- 117,100 117,100
- o 41,725 4 1,725
$1,000 $ 9,000 $376,307 $(76,584) $ 309,723

See accompanying notes 1o financial statements.



Ridgewood Securities Corporation
Statements of Cash Flows

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net
cash flows from operating activities:
Change in assets and liabilities:

(Increase) decrease in commissions and fees receivable from affiliates

Decrease (increase) in income taxes receivable
(Increase) decrease in other assets
Increase (decrease) in accounts payable and accrued expenses
Increase (decrease) in income taxes payable
Total adjustments
Net cash provided by (used in) operating activities

Cash flows from investing activities:
Increase in certificate of deposit

Cash flows from financing activities:
Repayment of loans by stockholder

Net increase (decrease) in cash and cash equivalents
Cash ahd cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplerﬁenta! disclosure:
Income taxes paid

Year Ended March 31,

2004 2003 i
$ 41,725 $ (83,090)
(35,050} 14,525
50,812 (50,812)
(861) 239
16,100 (3,300).
9,876 (7,254)
40,877 - (46,602)
82,602 (129,692)
(945) (869)
117,100 35,000
198,757 (95,561)
49175 144,736
$ 247,932 $ 49,175
$ 3,801 $ -

See accompanying notes to financial statements.



Ridgewood Securities Corporation

Notes to Financial Statements Page |

1. Organization and Summary of Significant Accounting Policies

Ridgewood Securitics Corporation {the "Company") was incorporated in September 1983 under the laws of the State
of Delaware. The Company acts as a broker-dealer in connection with the private placement of limited liability
company shares for which Ridgewood Capital Management LLC, Ridgewood Renewable Power LLC (“RPC") and
Ridgewood Energy Corporation (companies affiliated through common ownership) acl as Managers.

The Company does not have custody of customer securities, does not maintain customer accounts, and does not have
the use of or custody of customer funds.

Revenue Recognition .

Revenue includes placement fees and selling commissions in connection with broker-dealer activities. After meeting

the minimum offering amount, placement fees and selling commissions are recognized as the subscription documents
are received.

Income Taxes
income tax is accounted for in accordance with Statement of Financial Accounting Standards ("SFAS") No. 109,
"Accounting for Income Taxes", which requires the recognition of deferred income taxes for differences between the

basis of assets and liabilities for financial statement and income tax purposes. There are no differences between the
tax and financial reporting bases of the Company’s assets and liabilities.

Cash and Cash Equivalents '

Monies invesled in money market funds and certificates of deposit with maturities when purchased of three months or
less are considered to be cash equivalents. At times, bank deposits may be in excess of federal insured limits.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

~ States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities as of the date of the financial statements and reported

amounts of revenue and expenses during the reporting period. Actual results may differ from those estimates.

2. Related Party Transactions

The Company earns all placement fees and selling commissions from limited liability companies whose Manageis are
affiliates of the Company. RPC provides certain office space and other services to the Company without charge. The

value of such rent and services for each of the years ended March 31, 2004 and 2003 is estimated to be approximately
$20,000.

Loans to the sole stockholder do not bear interest and are repayable upon demand. The loans oulstanding of $76,584
and $193,684 at March 31, 2004 and 2003, respectively, have been reflected as a reduction of stockholder’s equity.

3. Regulatory Requirements

The Company is subject to the Securities and Exchange Commission's Uniform Net Capital Rule (SEC rule 15¢3-1),
which requires maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 510 1. As of March 31, 2004, the Company had net capital of §261,413,
which was $256,415 in excess of its required net capital of $5,000. The Company’s net capital ratio was 0.14 to 1.
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INDEPENDENT AUDITORS' REPORT ON ACCOMPANYING INFORMATION

Board of Directors
Ridgewood Securities Corporation

Our report on our audit of the financial statements of Ridgewood Securities Corporation for the
year ended March 31, 2004 appears on page 1.- That audit was made for the purpose of forming
an opinion on the financial statements taken as a whole. The accompanying information is
presented only for purposes of additional analysis and is not a required part of the financial
statements. The Schedule of Net Capital and Aggregate Indebtedness, however, is required by
Rule 17a-5 of the Securities and Exchange Commission. Such accompanying information has
been subjected to the auditing procedures applied in the audit of the basic financial statements.
In our opinion, such information is fairly stated in all material respects in relation to the financial
statements taken as a whole,

/DWQM Yt 4

May 18, 2004



Ridgewood Securities Corporation
Computation of Net Capital Pursuant to Rule
15¢3-1 of the Securities and Exchange Commission

Additional Information
- Schedule I - March 31,2004

Net Capital ‘
Common stock : 3 1,000
Additjonal paid-in capita) 9,000
Retainer eamings ' 376,307
Stockholder loans : (76,584) -
Total capital 309,723
Non-allowable assets
Commissions and fees recewable from aftiliates 37,800
Other assets 10,390
Penalty on hypothetical early withdrawal of certificate of deposit 118
Total non-allowable assets 48,308
Net capital $ 261415

Aggregate indebtedness
Accounts payable and accrued expenses $ 26,200
Income taxes payable

0,702

Total aggregate indebtedness § - 36,902

Capital Requirements
Minimum net capital required
(6-23% of aggregate indebtedness ($2,460)

or $5,000, whichever is greater) - $ 5,000
Net capita} ' 261,415
Excess net capital § 256415

Ratio of aggregate indebtedness to net capital 0.14t0 )

There are no material differences between the above computation and that filed with the Company’s unaudited FOCUS report
as of March 31, 2004,

Statement Pursuant to Rule 15C3-3
The schedules entitled "Computation for Determination of Reserve Requirements Under Rule 15C3-3" and “Information for

Possession or Control Requirements Under Rule 15C3-3" are not applicable in accordance with the Company s exemption
under paragraph (k)(2)(i) of Rule 15c3-3 of the SEC.
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REPORT OF INDEPENDENT AUDITORS ON INTERNAL CONTROL Uit ppnscpacom
STRUCTURE REQUIRED BY SEC RULE 17A-5

Board of Directors
Ridgewood Securities Corporation

In planning and performing our audit of Ridgewood Securities Corporation {Company) for the year
ended March 31, 2004, we considered its internal control structure, including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide assurance on the internal
control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission ("SEC"), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under Rule 17a-
3(a)11 and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Company does not carry securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures followed by the Company in
any of the following: '

(1) Making quarterly securities examinations, counts, verifications and comparisons

(2) Recordation of differences required by Rule 17a-13

(3) Complying with requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to assess the
expected benefits and related costs of internal control structure policies and procedures and of the
practices and procedures referred to in the preceding paragraph and to assess whether those
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of an internal control structure and the practices and procedures are {o provide
management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's authorization and recorded properly to
permit the preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17a-5(g) lists additiona! cbjectives of the practices and procedures listed in the
preceding paragraph. Because of inherent limitations in any internal control structure or the
practices and procedures referred to above, errors or irregularities may occur and not be detected.
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Also, projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their design and
operation may detericrate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weaknesses under standards established by the
American Institute of Certified Public Accountants. A material weakness is a condition in which the
design or operation of the specific internal control structure elements does not reduce to a relatively
low leve! the risk that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, we noted no
matters involving the internal control structure, including procedures for safeguarding securities,
that we consider to be material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that the

Company's practices and procedures were adequate at March 31, 2004, to meet the SEC's
objectives.

Our opinion recognizes that it is not practicable in a company‘ the size of Ridgewood Securities
Corporation to achieve all the divisions of duties and cross-checks generally included in a system of

internal acccunting control, and alternatively, greater reliance must be placed on surveillance by
management.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, and other regulatory agencies that rely on

Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers
and dealers, and should not be used by anyone other than these specified parties.

ldiws oo 14/

May 18, 2004



