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TO THE COMMISSIONER OF CORPORATIONS OF
THE STATE OF CALIFORNIA

VERiFICATION FORM PURSUANT TO
RULES 260.241.2b AND 350535.1b

Executed vithn the State oiCalilhrnia

David Godjnez certify under penalty of perjury that have read the foregoing and annexed financial

report and supporting schedule and know the contents thereof that the same are true and correct to my

best knowledge and belief and that neither the licensee nor any partner officer or director thereof have

aiy proprietary interest in any account classitied soiey as that oIa customer

Executed this

at Livermore California

dayol 2013

Oak Tree

rnce Officer
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To the Shareholders

Oak Tree Secun ties Inc

Livermore California

We have audited the accompanying statement of financial condition of Oak Tree Securities Inc the

Company as of April 30 201 and the related statements of operations changes in shareholders

equity and cash flows fbr the year then ended that you are tiling pursuant to rule 7a-5 under the

Securities Exchange Act of 034 These financial statements are the responsibility of the Companys

management Our responsibility is to express an opinion on these financial statements based on our

audit

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 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 audit provided

reasonable basis for our opinion

In our opinion the tinancia statements refei-red to above present fairly in all material respects the

financial position ol Oak ree Securities Inc as of April 30 2013 and the results of its operations and

its cash flows tor the year then ended in conformity with accounting principles generally accepted in the

United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in Schedule is presented for purposes of additional analysis and

is not 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 whole

June 24 2013

Walnut Creek CA

INDEPENDENT AUDITORS REPORT

17PERA CCOUNTAI1CY CORPORATION

ra f3flaitZO ce



OAK TREE SECURITIES INC

Statement of Financial Condition

April 30 2013

ASSETS

Cash in bank 162.773

Deposits with clearing broker 17.3 14

Total cash 80.087

Investments 20.760

Commissions receivable 40.050

Rep receivables 15760

Prepaid expenses 2985

Total assets 259642

LIABILITIES AND SHAREHOLDERS EQUITY

Liabilities

Accounts payable 605

Commissions payable 21003

Deferred revenue- sponsor fees 34790

Deferred income tax liabilities 654

Current income tax liabilities 9242

Total liabilities 66294

SHARH-IOLDERS EQUITY

Shareholders equity

Common stock

Class IOOMOO shares authorized 1.000 shares issued 100

Class 100000 shares authorized 240 shares issued 6000

Paid-in capital 26862

Retained earnings 160386

Total shareholders equity 193348

total liabilities and shareholders equity 259642

The accompanying notes are an integral part of these financial statements



OAK TREE SECURITIES INC

Statement of Operaticns

For the Year Ended April 30 2013

Revenue

Fees and commissions earned 1177632

Investment income 786

Other income 1093

Total revenues 1179511

Commission and brokerage expense 934589

Gross profit 244922

Expeii ses

Clearing charges 36289

Telephone and communication net of reimbursements 1.479

Regulatory fees net of reimbursements 1.960

Professional fees 74791

Marketing 7764

Outside services 9000

Printing and delivery 746

Due diligence 4422

Meals and seminars 36079

Other 2890

Total expenses
175420

Income before income tax expense 69502

Provision fir income taxes 7508

Net income 51994

The accompanying notes are an integral part of these financial statements



OAK TREE SECURITIES INC

Statement of Changes in Shareholders Equ it

For the Year Ended April 30 2013

Common Stock Paid-in Retained

Class Class Capital Earnings Total

Balance April 30 2012

as previously reported 100 6000 $26862 140182 173144

Prior period adjustment to record

deferred sponsor fees as of

April 30 2012 see Note 31790 1790

Balance April 30 2012

as restated 100 6000 26862 108392 141354

Net income 51994 51994

Balance April 30 2013 100 6000 $26862 160386 193348

The accompanying notes are an integral part of these financial statements
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OAK TREE SECURITIES INC

Statement of Cash Flows

For the Year Ended

For the Year Ended April 30 2013

Cash flows from operating activities

Net income 51994

Adjustments 10 reconcile lie income 10 lie

ccisli pro dec/ by used in operating activities

Gain in lair market value ol investments 506
liaiigi in operaliiig assei aiul liabilities

Increase in commissions receivable 22.123

Increase in representative receivables 3412

Decrease in other receivables 2903

Increase in prepaid expenses 7204

Increase in commissions and accounts payable 41.867
Decrease in deferred revenue- sponsor fees 6.234
Decrease in income taxes payable 2.444

Decrease in deferred taxes payable 666

Net cash provided by operating activities 52 139

Cash flows from investing activities

Purchase of investments 20254

Net cash used in investing activities 20254

Net increase in cash 31885

Cash at beginning olvear 130.888

Cash at end of year 162.773

Supplemental disclosure

Income taxes paid including estimate payments 14.528

The accompanying notes are an integral part of these Financial statements
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OAK TREE SECURITIES INC
Notes to Financial Statements

April 30 2013

General Information and Summary of SignIficant Accounting Policies

Description of Business

Oak Tree Securities Inc the Company is registered as broker and dealer in securities with the

Securities and Exchange Commission SEC and the Financial Industry Regulatory Authority

FINRA It transacts trades in equity securities through other brokers on fully disclosed basis

and receives commissions therefrom In addition commissions are earned on sales of limited

partnership interests mutual funds and other interests Certain operating expenses are partially

reimbursed by commissioned representatives such as regulatory fees insurance and telephone and

communication expense

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting wherein income is

recognized as earned and expenses are recognized when incurred Commission revenue and the

related commission expense is recorded on the trade date of transactions

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

certain reported amounts and disclosures Accordingly actual results could differ from those

estimates

Cash and cash equivalents

The Company considers all highly liquid financial instruments purchased with an original maturity

of three months or less to be cash equivalents

The Company maintains cash in one bank and one savings institution with FDIC insurance of up to

$250000 each An additional deposit was maintained with clearing broker which is insured by

SI PC

nvestments

When the company has firm investments in various equity securities they are carried at fair value

Income taxes

When appropriate deterred income tax assets and liabilities are provided for differences between the

tax basis of au asset or liability and the reported amounts in the financial statements brought about

because the Company tiles income tax returns on the cash basis

Depreciation of fixed assets

Furniture and equipment costing $11683 was depreciated on straight-line basis over five years and

was fully depreciated at April 30 2013 There was no depreciation recorded for the year ended April

30 2013

-6-



OAK TREE SECURITIES INC
Notes to Financial Statements

April 30 2013

Net Capital Requirement

As registered broker and dealer in securities the Company is subject to the Securities Exchange

Conmission Uniform Net Capital Rule Rule 5c3-

The Companys ratio of aggregate indebtedness to net capital as defined in the Uniform Net Capital

Rule was approximately 0.38 to at April 30 2013 Aggregate indebtedness and net capital change

from day to day The Company is required to maintain ratio of less than to

At April 30 2013 the Company had net capital as defined of $173150 which exceeded the

minimum requirement of $5.000 The Company must maintain minimum net capital of 120% of

the minimum required capital to avoid interim reporting requirements

Exemption from Rule 5c3-3

The Company is exempt from certain provisions of Rule 15c3-3 since it does not clear transactions

in securities or hold customer funds or securities The Company carries no margin accounts and

promptly transmits all customer funds delivers all customer securities and will not otherwise hold

funds or securities of customers

Cash Deposit

Consistent with industry practice the Companys clearing broker Wedbush Morgan is holding

$1 7.3 14 as deposit For unpaid security transactions

Commitment

The Company has one-year commitment of $5500 per
month which was renewed on January

2013 for management services

Income Taxes

The Company reports its income on the cash method of accounting for income tax purposes and uses

the accrual method of accounting for financial statements The statements include income and

expenses generated by commissions receivable from investment companies and commissions

payable to Company representatives which are not reported for tax purposes until the cash is

received or paid These differences create timing differences between taxable income and financial

statement income

The Company files income tax returns in the U.S and California The Company is no longer subject

to U.S federal or state income tax examinations by tax authorities for years before 2009

-7-



OAK TREE SECURITIES INC

Notes to Financai Statements

April 3G 2013

Income Taxes continued

The following is the computation of income tax expense

Income Tax pnse California Federal Total

Net income before income taxes 69502 69502

Less prior year California Franchise Tax 3.064

Deductions no al/Lil oh/c

Penalties 130 130

Nondeductible portion meals entertainment 143 143

Deferred lax lie nis

Decrease in accounts receivable 28.437 28.437

Decrease in prepaid expenses 7204 7.204

Decrease in accounts payable 12213 12213
Decrease in commissions payable 29654 29654
Decrease in deferred sponsor fees 6.234 6234
Unrealized gain on investments 506 506
Taxable income 66809 63745

Income tax thereon current 5906 10936 16.842

Deferred income tax provision 404 262 666

Total income tax expense including deferred 6310 11198 17508

Prior Period Aj..stment

Retained earnings at the beginning of the fiscal year ended April 30 2013 have been adjusted to

recognize deferred revenue on sponsor fees as of April 30 2012 The effect on beginning retained

earnings as decrease of 53 1.790 Ihe correction increased current ear net income by 53 1.790

net of deterred taxes of 59.234 Ilad the error not occurred net income tr the fiscal year ended

April 30 2012 would have been decreased by $31790 net of deferred tax benefit of $9234

Common Stock

The Company has two classes of common stock Class shareholders one are entitled to vote for

two directors and Class shareholders currently are entitled to vote for two directors

Subsequent Events

Management has evaluated subsequent events through June 24 2013 the date on which the financial

statements were available to be issued

-8-
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OAK TREE SECURITIES INC

Schedule

Computation of Net Capital Under Rule 15c3-

of the Securities and Exchange Commission

April 30 2013

Shareholders equity
193348

Assets not cu/nt cc//or net ca/ma purposes

Receivables troni reps 5760

Prepaid expenses 2985

Total unallowed assets 8745

Less haircut on niarketahie securities

7.0% of $20760 Mutual funds haircut 1453

Total reductions in net allowable assets 20198

NetCapital 173150

Minimum net capital required 2/3% of $80650 aggregate

indebtedness or the miIlilnLInl of $5000 5000

Net capital in excess of requirement 168150

Ratio of aggregate indebtedness $65.639 to net capital of5l73.l50 0.38 to

required to be less than 10

Aggregate Net

Indebtedness Capital Ratio

Focus Report as filed 56397 173.824 0.32 to

Increase in income taxes payable audit adjustment 9242 9242
Decrease in deferred tax liability 8568

Adjusted amounts above 65639 173.150 0.38 to

Deferred taxes payable excludable 654

Rounding

Total liabilities per Statement of Financial Condition 66294

-9-
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INDEPENDENT AUDITORS REPORT ON INTERNAL

ACCOUNTING CONTROL REQUIRED BY SEC RULE 7a-5

To the Shareholders

Oak Tree Securities Inc

Livermore California

In planning and performing our audits of the financial statements and supplemental schedule of Oak Tree

Securities Inc the Company for the year ended April 30 201 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 7a-5g of the Securities and Exchange Commission SEC we have made

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-5g in making the periodic

computations of aggregate indebtedness and net capital under rule 7a-3a and for determining

compliance with the exemptive provisions of rule l5c3-3 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

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by rule l7a-l3

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation 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 SECs above-mentioned objectives Two of the objectives of an internal control

structure 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 usc or dispositioti
and that transactions are cxCcukd in accordance with managements

authorization and recorded propedy to permit the preparation of financial statements tn accordance with

accounting principles generally accepted in the United States of America Rule 7a-5g lists additional

objectives of the practices and procedures listed in the preceding paragraph

pEIrSocJlc7cCJ
-10-



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 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

control deficiency exisis when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect misstatements

on timely basis significant deficiency is control deficiency or combination of control deficiencies

that adversely affects the entitys ability to initiate authorize record process or report financia data

reliably in accordance with generally accepted account irg principles such that there is more than remote

likelihood that misstatement of the entitys financial statements that is more that inconsequential will not

be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

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 However we noted no matters involving the internal control structure

including procedures lbr safeguarding securities that consider to be material eaknesses as defined

above except for the follo ing item

As part of the year-end close and financial reporting process implementation ol effective cut-off

procedures is essential to ensuring the proper matching of revenues and expenses During the

performance of our audit procedures for the year ended April 30 2013 we discovered that at April 30

2012 $41024 of revenues were recognized for Sponsor Fees that had been received for the Spring

Conference held in May of 2012 Since this conference had not been held as of fiscal year-end the

related revenues should have been deferred to allow them to be matched with their related expenses

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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures

were adequate at April 30 2013 to meet the SECs objectives

This report is intended solely for the information and use of the shareholders and management of the

Company the SEC FINRA and other regulatory agencies that rely on rule 17a-5g under the Securities

Exchange Act of 931 in their regulation of registered brokers and dealers and is not intended to be and

should not be used by an\ one other than these specified parties

Acckiic7 i/v1iG
CROPPIR ACCtJNl ANCY CORPORATION

June 24 2013

Walnut Creek CA

-11
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II2IIENDENT AUDI1ORS REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTiTYS SIPC ASSESSMENT RECONCILIATION

To the Board of Directors

Oak Tree Securities Inc

Livermore California

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments
Transitional Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the ear ended April 30 2013 which were agreed to by Oak Tree Securities Inc and the

Securities and F.xchange Commission Financial Industry Regulatory Authority and SIPC solely to

assist you with the applicable instructions of the General Assessment Reconciliation Form SIPC-7
The Companys management is responsible Ihr Oak Tree Securities Inc.s compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The sufficiency of

these procedures is solely the responsibility of those parties specified in this report Consequently we
make no representation regarding the sufficiency of the procedures described below either for the

purpose for which this report has been requested or for any other purpose Ihe procedures we

performed and our findings are as follows

Compared the listed assessment payments in form SIPC-7 with respective cash disbursement

records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the fiscal year May 2012

through April 30 2013 as applicable with the amounts reported in Form SIPC-7 for that year

noting one immaterial difference of $3.65 which resulted in an overstatement of $9.13 for the

general assessment as calculated by Form SIP-7

Conipared any adjustments reporled in Form SI PC-7 with supporting schedules and working

papers noting no ditirences

Proved the arithmetical accuracy of the calculations reflected in 1-orm SIPC-7 and in the related

schedules and \orkIng papers noting no differences

Compared the amount of the current assessment ith the Form SIPC-7 on which it was originally

computed noting no differences

We are not engaged to arid did not conduct an examination the objective of which would he the

expression of an opinion of compliance Accordingly we do not express such an opinion Had we

preformed additional procedures other matters might have come to our attention that would have been

reported to you

s1s2nna 95f2925 5r .5

925 125
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This report is intended soely fbr the information and use of the specified parties
Listed above and is not

intended to he and should not he used by anyone other than these specified parties

CROPPER ACCOUNTANCY CORPORATION

June 24 2013
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