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OATH OR AFFIRMATION

1, Richard D. Huesbo, swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement and
supporting schedules pertaining to the firm of The Oak Ridge Financial Services Group, Inc. as of September 30, 2007 are true and
correct. I further swear (or affirm) that neither the company nor any partner, proprictor, principal officer or director has any
proprietary interest in any account classified solely as that of a customer, except as follows:

Signature

vﬁ/ aop

,
Frshesats 0> /1) ﬁfm/(‘ ro
/ Notary Public o .
C“l_‘l', ; 5
§ Wg KRISTINE M. LITTEL
NOTARY PUBLIC - MK *SOTA
My Commission Exgires Jan 31, 2009

This report** contains (check all applicable 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.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

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

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

(i) 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 Recongiliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) . An Oath or Affirmation. .

(m) A copy of the SIPC Supplemental Report.

(n) A repow &) inadequacies found to exist or found to have existed since the date of the previous audit.
i s

.
**For conditions af canﬁdenﬁal.réatrﬁéﬁ?:of certain portions of this filing, see section 240.[7a-5(e}(3).
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FINANCIAL STATEMENTS
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Mayer Hoffman McCann P.C.
An Independent CPA Firm

1700 Campbell Mithun Tower
222 South Ninth Street
Minneapolis, MN 55402
phone: 612-338-7811

fax; 612-339-9845
www.mhm-pc.com

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.

We have audited the statements of financial condition of The Oak Ridge Financial Services
Group, Inc. as of September 30, 2007 and 2006 that you are filing pursuant to Rule 17a-5(g)
under the Securities Exchange Act of 1934, 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 U.S. generally accepted auditing standards.
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 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 The Qak Ridge Financial Services Group, Inc. as of September 30,
2007 and 2006 in conformity with U.S. generally accepted accounting principles.

Yoo M . 2. A

Minneapolis, Minnesota
November 13, 2007



THE OAK RIDGE FINANCIAL SERVICES GROUP, INC
STATEMENTS OF FINANCIAL CONDITION

September 30, 2007 and 2006

2007 2006
ASSETS
ASSETS
Cash $ 964,395 § 500,285
Deposit with clearing organizations 250,000 300,000
Receivable from:
Clearing organization 441,295 425119
Employees 68,486 6,779
Affiliate 159,870 153,971
Securities owned, at maket value 42 749 188,068
Furniture and fixtures 560,052 535,278
Accumulated depreciation (475,758) (436,158)
Other assets 71,882 77,438
TOTAL ASSETS $ 2,082,971 $ 1,750,780
LIABILITIES
LIABILITIES
Payable to employees $ 64,339 $ 228,476
Accounts payable and accrued expenses 572,534 509,227
TOTAL LIABILITIES 636,873 737,703
STOCKHOLDERS EQUITY
CAPITAL CONTRIBUTED
Common stock, par value $.01, authorized 1,000,000
shares, issued and outstanding 720 shares 7 7
Additional paid-in capital 5,385,705 5,385,705
TOTAL CAPITAL CONTRIBUTED 5,385,712 5,385,712
ACCUMULATED DEFICIT (3,939,614) (4,372,635)
TOTAL STOCKHOLDERS' EQUITY 1,446,098 1,013,077
TOTAL LIABILITIES AND STOCKHOLDERS'
EQUITY ¢ 2,082,971 $ 1,750,780

See Notes to Financial Statements
2.
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THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

Nature of business and significant accounting policies

Nature of business - The Oak Ridge Financial Services Group, Inc. is principally
engaged in providing security brokerage, investment banking and related financial
services to individuals, institutions and corporations. The Company serves customers
throughout the United States but its customers are primarily concentrated in the Upper
Midwest.

Qakridge Financial Services Group, Inc, (the Company), a registered securities broker-
dealer, is a wholly owned subsidiary of Oakridge Holding Corporation (Holdings).

Cash and cash equivalents - For purposes of reporting the statement of cash fiows,
the Company includes only demand deposit accounts as cash on the accompanying
statement of financiat condition. At times, cash balances may be in excess of FDIC
insurance limits. The Company has not experienced any losses on such accounts. The
Company believes it is not exposed to any significant credit risk on cash.

Use of estimates - The preparation of financial statements in conformity with U.S.
generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Receivables and credit policies - Receivables from clearing organizations for
commissions earned by the Company are paid within 30 days of the close of business.
Employee receivables principally consist of interest bearing loans due two years from
the date of employment. The employee receivables are stated at the principal amount
plus any accrued and unpaid interest. An employee receivable is considered delinquent
if not paid on its maturity date. At that time, the note is placed on nonaccrual status.

Payments of notes receivable are allocated first to accrued and unpaid interest with the
remainder to the outstanding principal balance.

The carrying amounts of employee receivables are reduced by a valuation allowance
that reflects management's best estimate of the amounts that will not be collected.
Management individually reviews all employee receivables balances monthly and based
on an assessment of current creditworthiness, estimates the portion, if any, of the
balance that will not be collected.
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THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

Nature of business and significant accounting policies {continued)

Revenue recognition:

Underwritings - Underwriting fees are recorded at the time the underwriting is
completed and the income is readily determinable.

Consulting Fees - Consulting and financial service fees relating to investment
banking activities are recognized as the services are performed and collection is
reasonably assured.

Securities transactions - Securities transactions with customers and the related
commission income and expense are recorded on a settlement-date basis,
generally the third business day following the transaction. The impact of unsettled
transactions on securities owned, securities sold but not yet purchased, and income
net of related expenses is not material.

Securities owned and securities sold but not yet purchased are stated at estimated
fair market value for financial statement purposes, and unrealized gains and losses
are included in operations.

Furniture and fixtures - Furniture and fixtures are recorded at cost. Expenditures for
additions and improvements are capitalized, while repairs and maintenance costs are
charged to expense.

The cost of furniture and fixtures is depreciated on a straight-line basis over the
estimated useful lives of three to seven years. Total depreciation expense is $40,000 for
both the years ended September 30, 2007 and 2006.

Income taxes — The Company files a consolidated tax return with its parent company
who, effective November 1, 2004, with the consent of its stockholders, has elected to be
taxed under sections of the federal and state income tax laws which provide that, in lieu
of corporation income taxes, the stockholders separately account for the Company items
of income, deductions, losses, and credits. Therefore, these statements do not include
any provision for corporate income taxes.

Recently Issued Accounting Pronouncements:

FIN 48 - During June 2006, the FASB issued FASB Interpretation No. 48, "Accounting
for Uncertainty in Income Taxes -- an interpretation of FASB Statement No. 109" ("FIN
48"), which clarifies the accounting for uncertainty in income taxes. FIN 48 prescribes a
recognition threshold and measurement attribute for the financial staterment recognition
and measurement of a tax position taken or expected to be taken in a tax return. FIN 48
also provides guidance on derecognition, classification, interest and penalties,
accounting in interim periods, disclosure and transition. FIN 48 is effective for year
ended 2009.
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THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

Nature of business and significant accounting policies (continued)

Recently Issued Accounting Pronouncements (continued):

SFAS 157 - During September 2006, the FASB issued SFAS 157, "Fair Value
Measurements" ("SFAS 157"), which provides enhanced guidance for using fair value to
measure assets and liabilities. The standard applies whenever other standards require
(or permit) assets or liabilities to be measured at fair value. The standard does not
expand the use of fair value in any new circumstances. SFAS 157 is effective for
financial statements issued for fiscal years beginning after November 15, 2007. The
Company is required to adopt the provisions of SFAS 157 in 2008 and is currently
evaluating the effects, if any, that this pronouncement may have on the financial
statements.

Securities owned and securities sold but not yet purchased

Securities owned and securities sold but not yet purchased that are readily marketable
are carried at quoted market values. Trading and investment securities not readily
marketable are carried at fair value as determined by management. Unrealized gains
and losses are included in operations.

The securities are as follows:

September 30,
__2007 2006
Securities owned:
Trading securities - corporate bonds $ 43,000 § 188,000

Employee benefit plans

The Company has a 401(k) plan covering substantially all of its employees. The plan
provides for participating employees to make elective deferral contributions to the plan.
The Company has not made any discretionary or matching contributions to the plan for
the years ended September 30, 2007 and 20086.

Operating leases

The Company leases its office under operating leases.

The lease requires base lease payments of $17,050 to $12,950 over the lease term to
July 31, 2011. In addition the Company is required to pay common area charges and a
pro-rata share of certain operating and real estate tax expenses.



THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

(4) Operating leases (continued)

The future minimum rental payments required under operating leases that have initial or
remaining noncancellable lease terms in excess of one year are as follows:

Years Ending September 30, Total
2008 $ 206,000
2009 209,000
2010 152,000
2011 156,000
Totals 3 723,000

Total rental expense under operating leases with terms in excess of one month was as

follows:
Years Ending September 30,
2007 2006
Minimum rentals $ 182,000 § 165,000
Common area charges 140,000 65.000
Totals $ 332000 % 230,000

(5) Commitments and contingencies

In the normal course of business, the Company is involved in various legal proceedings.
In the opinion of management, any liability resulting from such proceedings would not
have a material adverse effect on the Company’s financial position, results of cperations,
or cash flows.

(6) Net capital requirements

The Company is subject to the Securities and Exchange Commission's (the
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 under such provisions, shall not exceed 15 to 1. In addition, the
Company may be prohibited from expanding its business or paying cash dividends if its
ratio of aggregate indebtedness to net capital is greater than 10 to 1. At September 30,
2007, the Company’s net capitat of $1,038,600 was $938,600 in excess of the required
net capital of $100,000 and the ratio of aggregate indebtedness to net capital was 1.61
to 1.
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THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

Exemption

The Company is exempt from Rule 15¢3-3 of the Securities and Exchange Commission.
Therefore, the Company is not required to make the periodic computations of reserve
requirements for the exclusive benefit of customers.

Financial instruments with off-balance-sheet risk

In the normal course of business, the Company's customer activities involve the
execution, settlement, and financing of various customer securities and option
transactions. These activities may expose the Company to off-balance-sheet risk in the
event the customer is unable to fulfill its contracted obligations. The Company clears all
transactions for its customers on a fully disclosed basis with two clearing firms that carry
all customer accounts and maintain related records. Nonetheless, the Company is liable
to the clearing firms for the transactions of its customers. These activities may expose
the Company to off-balance-sheet risk in the event a counter party is unable to fulfill its
contractual obligations.

Customer securities transactions are recorded on a settlement-date basis, which is
generally three business days after the trade date. The Company is therefore exposed
to risk of loss on these transactions in the event of the customer’s or broker's inability to
meet the terms of their contracts in which case the Company may have to purchase or
sell financial instruments at prevailing market prices. The impact of unsettied
transactions on securities owned, securities sold but not yet purchased, and income net
of related expenses is not material.

The Company’s customer securities activities are transacted on either a cash or margin
basis. The Company seeks to control the risks associated with its customer margin
activities by requiring customers to maintain margin collateral in compliance with
regulatory and internal guidelines. The Company monitors required margin levels daily,
and pursuant to such guidelines, require that customers deposit additional collateral, or
reduce margin positions, when necessary.

The Company carries securities sold but not yet purchased (short sales) at market value
for financial statement purposes. Due to market fluctuations, the amount necessary to
acquire and deliver securities sold but not yet purchased may become greater than the
obligation already recorded on the financial statements.

Income taxes

The Company had elected S corporation status until February 28, 2001 and any income
or loss was recognized by the Company’'s stockholders on their personal tax returns.
The accumulated deficit through February 28, 2001 was reclassified to additional paid-in
capital during 2001.
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THE OAK RIDGE FINANCIAL SERVICES GROUP, INC.
NOTES TO FINANCIAL STATEMENTS

Income taxes (continued)

From March 1, 2001 through November 1, 2004, the Company generated net operating
losses of approximately $2,290,000 for federal tax purposes, which, if not used to offset
future taxable income, will begin to expire in 2021. As a result of the November 1, 2004
change in the Company’s ownership and the election of S corporation status there are
limitations placed on the use of this net operating loss carryforward. A valuation
allowance has been established for the entire deferred tax asset, which is primarily
related to net operating loss carryforwards, due to the uncertainty of using the tax benefit
of the net operating loss carryforwards before they expire. The Company files a
consolidated tax return with the Holdings.

Deposit with clearing organizations

The Company clears securities transactions with two organizations. The Company had
$250,000 and $300,000 on deposit with the two organizations at September 30, 2007
and 2006, respectively.

Related party transactions

The Company paid certain operating expenses on behalf of Holdings during the years
ending September 30, 2007 and 2006 in the amount of $5,900 and $11,000,
respectively. Holdings owed the Company $160,000 and $154,000 as of years ending
September 30, 2007 and 2006 respectively. .

END




