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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report™

O'Connor Davies Munns & Dobbins, LLP
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OATH OR AFFIRMATION

1, Philip P. Marino , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Ridgewood Associates. Inc. , as
of December 31 , 20 06 , are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classificd solely as that of a customer, except as follows:

President
t/ Title
Mw—ﬂ BERNARD J. HOOGLAND
7= "Notarv Public // ' Notary Public of New Jersoy
- / ‘[ My Commission Expires
This report ** contains (chéck all applitabie boxes):

B (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.

(N Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢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.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

X
24
X
4
O
K4
2
B
a
Kl
a
&l

& Lor conditions of confidential treatment of certain partions of this filing, see section 240.17a-3(e)(3).
X (0) Independent Auditors' Report on Internal Accounting Control
X  (p) Note to Financial Statements




Ridgewood Associates, Inc.

Financial Statements

December 31, 2006
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O’Connor Davies Munns & Dobbins, llp

ACCOUNTANTS AND CONSULTANTS

Independent Auditors' Report

The Board of Directors
Ridgewood Associates, Inc.

We have audited the accompanying statements of financial condition of Ridgewood Associates,
Inc. as of December 31, 2006, and 2005 and the related statements of income and changes in
stockholder’s equity and cash flows for the years 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express
no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Ridgewood Associates, Inc. at December 31, 2006 and 2005, and the
resulis of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the schedules are presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

& lormmers Do ummo § Lobboumo, 4P

New York, New York
February 16, 2007

The Lincoln Building, 460 East 42nd Street, New York, New York 10165 212.286.2600 tel 212.286.4080 fax www.odmd.com




Ridgewood Associates, Inc.
Statements of Financia! Condition

December 31,

2006 2005
ASSETS
Cash and cash equivalents $ 83,146 110,215
Investment securities 9,237 3,300
Receivables from brokers or dealers 70,879 84,082
Prepaid expenses 13,492 11,187
Property and equipment, net 16,135 25,142
Other 6,600 6,600
$ 199,489 240,526
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Accounts payable and accrued expenses $ 29,962 45,598
Accrued wages 26,081 34,012
Total Liabilities 56,043 79.610
Stockholder's Equity
Capital stock, no par, 1,000 shares authorized,

100 shares issued and outstanding 1,000 1,000
Additional paid-in capital 996,000 99,000
Retained earnings 43,446 60,916

Total Stockholder's Equity 143,446 160,916
$ 199.489 240,526

See notes to financial statements 2




Ridgewood Associates, Inc.
Statements of Income

Years Ended December 31,

2006 2005
REVENUE
Commissions $ 565,426 $ 646,793
Interest and dividends 4,050 2,614
Unrealized gain on investment 1,137 -
Other income 50 51
Total Revenue 570,663 649,458
EXPENSES
Employee compensation and benefits 413,403 " 456,300
Communications 6,542 6,852
Occupancy 55,031 53,766
Taxes, other than income 27,419 29,108
Other operating expenses 85,738 108,267
Total Expenses 588,133 654,293
Net Loss § (17,470) $ (4,835

See notes to financial statements
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Ridgewood Associates, Inc.
Statement of Changes in Stockholders' Equity

Years Ended December 31, 2006 and 2005

Capital
Stock Capital Earnings

Balance, January 1, 2005 $ 1,000 $ 99,000 $ 65,751
2005
Net loss - - (4,835)
Batance, December 31, 2005 $ 1,000 b 99,000 $ 60,916
2006
Net loss - - (17,470
Balance, December 31, 2006 $ 1,000 $ 99,000 $ 43,446
See notes to the financial statements. 4

Total

$ 165,751

(4,835)

$ 160,916

(17,470)

£ 143,446




Ridgewood Associates, Inc.

Statements of Cash Flows

December 31,

2006 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net income § (17,470) 3 (4,835)
Adjustments to reconcile net income to

cash (used) provided by operating activities

Depreciation 12,279 12,030
Unrealized gain on investment (1,137)
Changes in operating assets and liabilities
Receivables from brokers or dealers 13,203 (4,017)
Prepaid expenses (2,305) 1,515
Accounts payable and accrued expenses (15,636) 7,942
Accrued wages (7,931) 3,134
Net Cash (Used) Provided by Operating Activities (18,997) 15,769
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of furniture and equipment (3,272) (7,845)
Purchase of investment securities (4,800) -
Net Cash Used by Investing Activities (8.072) (7,.845)
Net (Decrease) Increase in Cash and Cash Equivalents (27,069) 7.924
CASH AND CASH EQUIVALENTS
Beginning of year 110,215 102,291
End of year $ 83046 § 110215

See notes to financial statements




Ridgewood Associates, Inc.

Notes to Financial Statements

Organization
Business

Ridgewood Associates, Inc. (the Company) was incorporated on December 12, 1985.
However, its initial capitalization was made January 1, 1988 when the assets, liabilities and
broker/dealer registration of Ridgewood Associates (a sole proprietorship), were transferred
to the corporation and 100 shares of no par capital stock were issued by the corporation in
consideration thereto.

The Company is an introducing broker and has a standard agreement with its clearing
broker, all securities are cleared on a fully disclosed basis through the clearing broker.

Significant Accounting Policies

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, liabilities, revenues and expenses
and disclosure of contingent assets and liabilities. Actual results could differ from these

estimates.
Securities Transactions

Securities transactions are recorded on a trade date basis.

Income Taxes

The Company has elected S corporation status for federal and state income tax purposes,
whereby the corporate income or loss is reported on the personal return of the shareholder.

Furniture and Equipment

Fumniture and equipment are stated at cost. Depreciation is provided over the estimated
useful lives of the assets using the straight-line method.

Cash Equivalents

For purposes of the statements of cash flows, the company considers all highly liquid
investments purchased with a maturity of three months or less to be cash equivalents.




Ridgewood Associates, Inc.
Notes to Financial Statements
Significant Accounting Policies (continued)

Furniture and Equipment

As of December 31, 2006 and 2005, furniture and equipment consisted of:

2006 2005
Furniture and equipment $ 88,488 $ 86,129
Accumulated depreciation 72.353 60,987

16,135 § 25,142

Depreciation expense amounted to $11,366 and $14,821 for the years ended December 31,
2006 and 2005.

Commitments

The Company’s non-cancellable Jease agreement for office space expires April 30, 2008.
The annual rent is $53,200 for the duration of the lease.

Rental expense for the years ended December 31, 2006 and 2005 amounted to $55,031 and
$54,561, respectively.

2007 $ 53,200
2008 17,733
Total $.70,933

Deferred Savings Plan

During 1988, the Company instituted a deferred saving plan for the benefit of its
employees. The plan is qualified under Section 408(e) of the Internal Revenue Code. No
contributions were made by the Company for the years ended December 31, 2006 and

2005.




Ridgewood Associates, Inc.

Notes to Financial Statements

Deferred Contribution Plan

The Company has a defined contribution plan that covers all eligible employees.
Contributions to the plan are made at the Company’s discretion. Expenses were $19,000
and $23,000 for the years ended December 31, 2006 and 2005, respectively.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (Rule 15¢3-1), which requires the maintenance of minimum net capital, and requires
that the ratio of aggregate indebtedness to net capital; both as defined, shall not exceed 15
to 1. As of December 31, 2006, the Company had net capital of $104,242 which was
$54,242 in excess of its required net capital. The company’s net capital ratio was .54 to 1.




Supplementary Information
Pursurant To Rule 17a-5 Of The
Securties Exchange Act Of 1934




Ridgewood Associates, Inc.

Schedule of Computation of Net Capital Under
Securities and Exchange Commission Rule 15C3-1

As of December 31, 2006

Net Capital

$ 143,446
Total stockholders' equity
Total stockholders' equity qualified for net capital $ 143,446
Deduction and/or charges:
Non-allowable assets:
Furniture and equipment 16,135
Prepaid expenses 13,492
Other assets 6.600 36,227
Haircuts on securities:
Other securities 2,977
Net capital 104,242
Computation of Basic Net Capital Requirement
Minimum net capital required 6-2/3% of aggregate
indebtedness or $50,000, whichever is greater $ 50,000
Excess net capital $ 54,242
Computation of Aggregate Indebtedness
Total aggregate indebtedness liabilities $ 56,043
Percent of aggregate indebtedness to net capital 0.54

Reconciliation of Computation of Net Capital
Under Securities and Exchange Rule 15¢3-1

There are no material differences between the computation presented above and the
firms X-17a(5) Part 11(A) filing.



Ridgewood Associates, Inc.

SCHEDULE OF COMPUTATION OF RESERVE REQUIREMENTS
UNDER EXHIBIT A OF SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3

AS OF DECEMBER 31. 2006

The Firm is engaged in a general securities business and carried no customer accounts on its
books. All customer transactions are cleared through another stock brokerage firm on a fully

disclosed basis.

SCHEDULE RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER SECURITIES AND EXCHANGE COMMISSION RULE 15¢3-3

AS OF DECEMBER 31. 2006

The Firm is engaged in a general securities business and carried no customer accounts on its
books. All customer transactions are cleared through another stock brokerage firm on a fully
disclosed basis and the Firm does not have possession of customer securities.

10




The Lincoln Building, 40 East 42nd Street, New York, New York 10165  212.286.2600 tel

O’Connor Davies Munns & Dobbins, llp

ACCOUNTANTS AND CONSULTANTS

Independent Auditors' Report On Internal Control Structure
Required By Sec Rule 17a-5

The Board of Directors
Ridgewood Associates, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Ridgewood Associates, Inc. (the "Company"), for the year ended December 31, 2006, in accordance
with auditing standards generally accepted in the United States of America, we considered the
Company’s internal control over financial reporting as a basis for designing our auditing procedures
for the purpose of expressing our opinion on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company consideration of control
activities for safe guarding securities. This study included 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 (or aggregate debits) 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 1o 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 and
recordation of differences required by Rule 17a-13

2. Complying with the 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 controls 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 internal control and the
practices and procedures are to 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 accordance
with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

212.286.4080 fax www.odmd.com



Because of inherent limitations in internal control or the practices and procedures referred to above,
errors or fraud may occur and not be detected. 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 deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process,

or report financial data reliability in accordance with generally accepted accounting principles such
that there is more than a remote likelihood that a misstatement of the entity’s financial statements
that is more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of a significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements will
not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be
material weaknesses. We did not identify any deficiencies in internal control and control activities
for safeguarding securities that we consider to be material weaknesses, as defined above.

We understand that practices and procedures that accomplish the objectives referred 1o in the
second paragraph of this report are considered by 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 December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the National Association of Securities Dealers, Inc. 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 is not intended to be and should not be used by anyone other than these
specified parties.

Olopures Davsio Hiowno & Pobsiino, kAP

New York, New York
February 16, 2007
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