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OATH OR AFFIRMATION
I, Michelle Dragoo , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Dupree & Company. Inc. , as
of December 31, , 2005 , are true and correct. [ further swear (or affirm) that

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

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

Y M@@@gﬁ@

\J ex frondond=

’ Title

a¥

— Wiﬂ ' S
/ ﬁ\!otarly’Public .

This repdrt ** contains (check all applicable boxes): -

@ (a) Facing Page.

® (b) Statement of Financial Condition.

& (c) Statement of Income (Loss).

[ (d) Statement of Changes in Financial Condition.

@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

[0 (fH) 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.

& (1) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

® G A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule [5¢3-3.
@ (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

[J (m) A copy of the SIPC Supplemental Report.

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

O

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Marr, Miller & Myers, PSC

Certified Public Accountants P.O. Box 663

{606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

INDEPENDENT AUDITOR'S REPORT

January 18, 2006

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

We have audited the accompanying statements of financial condition of Dupree & Company,
Inc. as of December 31, 2005 and 2004, and the related statements of income, changes in
stockholders' 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 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 Dupree & Company, Inc. as of December 31, 2005 and 2004, and the
results of its operations and its cash flows for the years then ended in conformity with U.S.
generally accepted accounting principles.

Certified Public Accountants




DUPREE & COMPANY, INC.
Lexington, Kentucky

STATEMENTS OF FINANCIAL CONDITION
December 31,

ASSETS

Cash, interest bearing

Cash, segregated in compliance with federal and other regulations (Note 2)
Interest receivable

Receivable-other

Trading securities, at market (Note 3)

Prepaid expenses :

Property and equipment, net of accumulated depreciation (Note 4)

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Accounts payable and accrued expenses
COMMITMENTS AND CONTINGENCIES (Notes 7, 9, and 10)

Common stock, $100 par value, 6,800 shares authorized (680 shares in
2004), 6,800 shares issued and outstanding (680 shares in 2004), 68
shares voting and 6,732 shares nonvoting

Additional paid-in capital

Retained earnings

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS"
EQUITY

The accompanying notes are an integral part of these financial statements.

2005 2004

$ 352,289 § 295,903
- 500

277 164
477,084 453,400
10,554 3,027

- 1,078 518
37,364 43,897

$ 878646 $ 797,409
$ 74345 § 36,027
68,000 68,000
4,406 4,406
731,895 688,976
804,301 761,382
$ 878646 § 797.400

Page 2
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DUPREE & COMPANY, INC.
Lexington, Kentucky
STATEMENTS OF INCOME
Years Ended December 31,
REVENUES

Fiscal agency fees
Investment advisory and transfer agent fees (Notes 6 and 9)
Interest
Net gain (loss) on sale of trading securities
Cther income
Total revenues

EXPENSES

Salaries

Employee benefits

Fiscal agency expenses

Bank service charges

Rent (Note 7)

Insurance

Taxes and licenses

Advertising (Note 8)

Office supplies and expenses

Postage and shipping

Telephone

Dues and subscriptions

Travel and entertainment

Professional fees

Maintenance and repairs

Depreciation

Shareholder maintenance and dealer agreements
Total expenses

INCOME BEFORE STATE INCOME TAX PROVISION
Provision for state income tax

Net income

The accompanying notes are an integral part of these financial statements.

2005 2004
57,143 70,984
5,367,333 5,056,358
7,227 2,803
7,527 192
10,884 13,265
5,450,114 5,143,602
2,146,572 2,208,891
193,592 96,796
1,639 12,405
16,625 20,5639
86,510 86,510
143,471 143,701
171,647 167,696
71,873 59,414
15,377 23,558
5,853 4,186
14,656 13,501
28,584 33,310
9,512 10,259
38,380 46,749
56,794 50,725
24,431 46,160
240,996 231,412
3,266,512 3,255,812
2,183,602 1,887,790
150,523 -
$2033.079 $1.887.790
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DUPREE & COMPANY, INC.
Lexington, Kentucky

STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
Years Ended December 31, 2005 and 2004

Additional
Common Paid-in Retained
Stock Capital Earnings
Balances at January 1, 2004 $ 68000 $ 4406 $ 519,636
For the year ended December 31, 2004:
Net income - - 1,887,790
Dividend distributions - - (1,718,450)
Balances at December 31, 2004 68,000 4,406 688,976
For the year ended December 31, 2005:
Net income - - 2,033,079
Dividend distributions - - (1,990,160)
Balances at December 31, 2005 $ 68000 $ 4406 $ 731,895
The accompanying notes are an integral part of these financial statements.
Page 4
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DUPREE & COMPANY, INC.
Lexington, Kentucky

STATEMENTS OF CASH FLOWS
Years Ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Net (gain) loss on sale of trading securities
Non-cash (income) expenses included in net income:
Depreciation
Changes in assets and liabilities:
(Increase) decrease in interest receivable
(Increase) decrease in receivable-other
(Increase) decrease in prepaid expenses
Increase (decrease) in accounts payable and accrued expenses
Net cash provided by (used in) operating activities

CASH FLOWS FROM FINANCING ACTIVITIES
Dividend distributions
Net cash provided by (used in) financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Net cash provided by (used in) investing activities

Net increase (decrease) in cash and segregated cash .

CASH AND SEGREGATED CASH
Beginning
Ending

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash payments for:
Interest
Income taxes

The accompanying notes are an integral part of these financial statements.

2005 2004
$2,033,079  $1,887,790
(7,527) (192)
24,431 46,160
(113) (34)
(23,684) (29,239)
(560) 3,729
38,318 6,150
2,063,944 1,914,368
(1,990,160) (1,718,450)
(1,990,160) (1,718,450)
(17,898) (20,987)
(17.898) (20,987)
55,886 174,931
296,403 121,472
$§ 352289 § 296.403
$ - 5 .
$ 98200 & -
Page 5
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies that affect the significant elements of the financial statements of Dupree &

Company, Inc. are summarized below:

NATURE OF OPERATIONS: Dupree & Company, Inc., a Kentucky Corporation, was organized in 1962 for
the purpose of being a securities broker. The Company is now principally engaged in investment
advisory and transfer agent services for Dupree Mutual Funds.

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. Accordingly, actual results could differ from these estimates.

BASIS OF ACCOUNTING - SECURITY TRANSACTIONS: Securities transactions are recorded on a
settlement date basis, generally the fifth business day following the transaction date. Fiscal agency fees
are recorded at the time the transaction is completed.

ACCOUNTS RECEIVABLE: Accounts receivable are written off as bad debts in the year they are
determined to be uncollectible.

PROPERTY AND EQUIPMENT: Property and equipment is stated at cost, net of accumulated depreciation.
Depreciation is provided using both the straight-line and accelerated methods over the estimated lives of
the assets.

TRADING SECURITIES: The trading securities category includes both debt securities and equity securities
with readily determinable fair values. They are measured at fair value in the statements of financial
condition. Trading securities are bought and held primarily for purposes of selling them in the near term,
reflect active and frequent buying and selling, and are generally used with the objective of generating
profits on short-term differences in price.

CASH AND SEGREGATED CASH: For the purpose of presentation in the statements of cash flows, cash

and segregated cash are defined as those amounts included in the balance sheet caption.

INCOME TAXES: The Company, with the consent of its stockholders, has elected under the Internal
Revenue Code to be an S Corporation. The stockholders of an S Corporation are taxed on their
proportionate share of the Company's taxable income. Therefore, no provision or liability for federal
income taxes has been included in the financial statements. Certain specific deductions and credits flow
through the Company to its stockholders. This election is valid for Kentucky; however, effective January
1, 2005, Kentucky law requires the income tax to be accrued and paid at the entity level. Therefore, a
provision for state income tax and a related liability have been included in the financial statements for
state income taxes.

Page 6
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2005

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

COMPREHENSIVE INCOME: There were no items of other comprehensive income at December 31, 2005
and 2004. Thus, net income is equal to comprehensive income for each of those years.

ACCRUED COMPENSATED ABSENCES: Empioyees are required to use all their sick days, vacation days
and personal days during the year. The days are not carried over to the next business year.

NOTE 2 - SEGREGATED CASH

Cash of $500 at December 31, 2004, had been established for the benefit of customers under rule 15¢3-3
of the Securities and Exchange Commtss;on The Company no longer has customer accounts and under rule
15¢3-3 is no longer required to maintain a segregated cash account.

NOTE 3 - TRADING SECURITIES

Trading securities at December 31 consist of the following:

2005 2004
. Market Cost Market Cost
NASDAQ Stock, 300 shares $ 10554 $ 2200 § 3027 $§ 2200

NOTE 4 - PROPERTY AND EQUIPMENT

The following is a summary of property and equipment by classification:

2005 2004
Office furniture and equipment $510,680 $ 578,508
Leasehold improvements 22 560 22,560
533,240 601,068
Less accumulated depreciation 495,876 557171
Net property and equipment $ 37364 $ 43897

NOTE 5 - NET CAPITAL AND NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital 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.

At December 31, 2005, the Company had net capital as defined by Rule 15¢3-1 of $725,374, which was
$625,374 in excess of its required net capital of $100,000. The Company's net capital ratio was .1025 to 1.

At December 31, 2004, the Company had net capital as defined by Rule 15¢3-1 of $682,993, which was
$582,993 in excess of its required net capital of $100,000. The Company's net capital ratio was .0527 to 1.

Page 7




DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2005

NOTE 6 - INVESTMENT ADVISORY AND TRANSFER AGENT FEES

Dupree & Company, Inc. serves as the investment advisor and transfer agent pursuant to an Investment
Advisory Agreement (the "Agreement"), dated November 30, 2005, for the Dupree Mutual Funds Income
Series, a no load, mutual fund. The Agreement will continue in effect until October 31, 2006, and thereafter for
annual periods, if renewed.

Dupree & Company, Inc. also serves as the investment advisor to the Dupree Mutual Funds Short-to-
Medium Series pursuant to an Investment Advisory Agreement dated November 30, 2005. It remains in effect
until October 31, 2006, and thereafter for annual periods, if renewed.

On November 1, 2005, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds Intermediate Government Bond Series. It remains in effect until October 31, 2006, and thereafter
for annual periods, if renewed.

On November 1, 2005, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds Tennessee Tax-Free Income Series and Tennessee Short-To-Medium Series. It remains in
effect until October 31, 20086, and thereafter for annual periods, if renewed.

On November 1, 2005, Dupree & Company, Inc. renewed their investment advisory agreement with Dupree
Mutual Funds North Carolina Tax-Free Income Series and North Carolina Short-to-Medium Series. it remains
in effect until October 31, 2006, and thereafter for annual periods, if renewed.

On November 1, 2005, Dupree & Company, Inc. entered into an investment advisory agreement with
Dupree Mutual Funds Alabama Tax-Free Income Series and Alabama Short-to-Medium Series. It remains in
effect until October 31, 20086, and thereafter for annual periods, if renewed.

On November 1, 2005, Dupree & Company, Inc. entered into an investment advisory agreement with
Dupree Mutual Funds Mississippi Tax-Free Income Series and Mississippi Short-to-Medium Series. [t remains

in effect until October 31, 2006, and thereafter for annual periods, if renewed.

Subject to the direction of the Trustees, Dupree & Company, Inc. is to provide Dupree Mutual Funds with
investment supervisory services, office space and facilities, sales and promotional expenses and corporate
administration. As compensation for all services rendered, facilities furnished and expenses paid or assumed,
Dupree & Company, Inc. is to receive a fee at the annual rate of .50% (.20% for the Intermediate Government
Bond Series) of the average daily net asset value up to $100,000,000 in assets, .45% (.20% for the
Intermediate Government Bond Series) of the average daily net asset value from $100,000,001 to
$150,000,000, .40% (.20% for the Intermediate Government Bond Series) of the average daily net asset value
from $150,000,001 to $500,000,000 and .35% (.20% for the Intermediate Government Bond Series) of the
average daily net asset value over $500,000,000. Dupree & Company, Inc. has agreed to forego part or all of
its fee in order to maintain the expenses of the Funds at or below .75% (.45% for the Intermediate Government
Bond Series) of average net asset value. For the years ended December 31, 2005 and 2004, Dupree had not
waived any investment advisory or transfer agent fees.

Page 8




L

DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2005

NOTE 6 - INVESTMENT ADVISORY AND TRANSFER AGENT FEES (CONTINUED)

Dupree & Company, Inc. also serves as the transfer agent and dividend-disbursing agent for Dupree Mutual
Funds pursuant to an agreement renewed November 1, 2005. The agreement may be terminated by either
party by giving ninety days written notice. The fee for this service is calculated daily at a rate of 1/365 of .15%
on the first $20,000,000 of net assets and 1/365 of .12% of the net assets over $20,000,000. Additionally,
Dupree Mutual Funds reimburses Dupree & Company, Inc. for out-of-pocket expenses incurred on behalf of
the Fund. The expenses include, but are not necessarily limited to, postage, insurance, telephone charges and
cost of forms.

NOTE 7 - COMMITMENTS

Rental Obligations: The Company leases its present office space under a non-cancelable lease, which
expires October 31, 2008.

The aggregate annual rentals for this office space are approximately as follows:

Year Amount
2006 $ 86,510
2007 86,510
2008 72,089
$ 245,109

Rental expense charged to operations for 2005 and 2004 was $86,510 and $86,510, respectively.

NOTE 8 - ADVERTISING COSTS

Advertising costs are expensed as incurred. During 2005 and 2004, the amount expensed was $71,873
and $59,414, respectively.

NOTE 9 - MAJOR CUSTOMERS

Dupree & Company, Inc. derives a major portion of its revenue from one customer. During 2005 and 2004,
revenues from that customer aggregated $5,264,191 and $4,961,757, respectively. At December 31, 2005 and
2004, amounts due from that customer included in receivable-other were $451,574 and $433,044, respectively.

NOTE 10 - CONCENTRATIONS OF CREDIT RISK

At December 31, 2008, the amounts of cash on deposit with any one financial institution exceeded the
$100,000 FDIC insured limit by $299,448.

Page 9
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DUPREE & COMPANY, INC.
Lexington, Kentucky

NOTES TO THE FINANCIAL STATEMENTS
December 31, 2005

NOTE 11 - PENSION PLAN

Dupree & Company, Inc. adopted a 401(K) plan for all eligible employees effective September 1, 1996. The
plan specifies that the employees can make a contribution of up to 25% of their compensation to a maximum
contribution of $14,000 in 2005 and $13,000 in 2004. Dupree & Company, inc. does not match any employee
contributions.

NOTE 12 - EMPLOYMENT AGREEMENT

The Company has entered intoc an employment agreement with one of its employees effective January
1999. Dupree & Company, Inc. agrees to continue employment of this employee as a consultant after his
retirement, which became effective November 2001. The compensation for these services has been set at
$30,000 a year. At the employee's death, all payments shall cease under this agreement.

Page 10
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INDEPENDENT AUDITOR'S REPORT

January 18, 2006

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

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 on the following pages is
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 of the Securities and
Exchange Commission. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our cpinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

3‘9“}.,, Tl dans &3\)3”‘% Psc

Certified Public Accountants

Page 11




Ammenni 1—

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
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4) Special request by designated examining authority [ [19]
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5) Other
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NAME OF BROKER-DEALER SEC FILE NO.
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FIRM 1.D. NO.
Dupree & Company, Inc. 13
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Lexington 21 KY 22 40507-1683 23
(Gity) (State) (Zip Code) 12-31-2005 25
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32 33
34 35
36 [37]
38 39
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EXECUTION:

submitted.

The registrant/broker or dealer submitting this Form and its attachments and the person(s) by
whom it is executed represent hereby that alf information contained therein is true, correct and
complete. It is understood that all required items, statements, and schedules are considered
integral parts of this Form and that the submission of any amendment represents that all
unamended items, statements, and schedukes remain true, correct and complete as prevnously

Dated the

day of

Manual signatures of:
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Principal Executive Officer or Managing Partner

2)
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3)
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART |l

BROKER OR DEALER Dupree & Company, Inc.
1

N2(Hl || =

2. Cash segregated in compliance with federal
and Other reguIations .......cc.ecvevevvveivnreviecnerenre e
3. Receivable from brokers or dealers and

clearing organizations:
A. Failed to deliver;
1. Includable in “Formula for Reserve
ReQUIreMentS” .....cocevecerrere e sreceens
2. ORIttt
8. Securities borrowed:;
1. includable in“Formula for Reserve
Requirements”
2. Dl
C. Omnibus accounts:
1. Includable in“Formula for Reserve
Requirements”
2. OB e
D. Clearing organizations:
1. Includable in“Formula for Reserve
Requirements” ........ovceeveenrneenreecensnriinns
2. OB et e
E. OHNEM e
Receivables from customers:
A. Securities accounts:
1. Cash and fully secured accounts .. f..............
2. Partly secured acCOUNES ....ovcrecveervvirecrerrnnens
3. Unsecured acCounts .........ccvverneevrvrenirenns
B. Commodily 4CCOUNLS .....cccovmveervrcrreriericinrininnrenn,
C. Allowance for doubtful accounts .........ccc.ceenee.e.
Receivables from non-customers:
A, Cash and fully secured acCounts .........ccereverrnnne
B. Partly secured and unsecured accounts
Securities purchased under agreements
0 TESEHl ..ot
Securities and spot commodities owned,
at market value:
A. Bankers acceptances, certificates of
deposil and commercial Paper .......ocececceeneennes
B. U.S. and Candaian government
ODlGAtIONS ...t e
C. State and municipal government
OBHGANONS ..o
D. Corporate obligations ........c.ccovciiiriirecnecnecnnne

STATEMENT OF FINANCIAL CONDITION

asof (MMODYY)_ 12/31/05 99
SECFILENO. 8-~10938 98
Consolidated 198
Unconsolidated FEL
ASSETS
Allowable Non-Alfowable Total
28 302,289 |=200 $ 302,289 | 750
210 760
220
230 770
[240
250 780
260
% 270 790
280
290 800
300 | § [ 550 ]~ 810
310 |
| 320 560
570
330 580
% y1335 | ¢ ) [ 590 820
340
[ 350 600 830

360 | %

605 840

50,000 370

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPCRT

PART il
BROKER OR DEALER Dupree & Company, Inc. asof __ 12/31/05
STATEMENT OF FINANCIAL CONDITION
ASSETS
Aliowable Non-Allowable Total
E. Stocks and Warrants ......c.ccceoeeerverisrecesieseneesevinnsnes 58 410
B OPUONS ..ottt 420
G, ArDIIAGE ......oeoeereteetee e 422
H. Oher SCUMHES .....vvvveeovoveveeseeensssersersve e vescosennsronne 10,554 424
I, SPOMt COMMOCItIES ..........oerrrverrrrermreerreerssenss s 430 $ 60,554 |[850
8. Securities owned not readily marketable:
A. AtCost..%§ 130 40 § 610 860
9. Other investments not readily marketable:
A. AtCost... § 140
B. Atestimated fair value ....ccoveeoveveevmrecsrenecces 450 620 870
10. Securities borrowed under subordination
agreements and partners’ individual and
capital securities accounts, at market value:
A, Exempted
securities..  § 150
B. Other ........ $ 160 | o 460 630 880
11. Secured demand notes-
market value of collateral:
A. Exempted
secunties..$ 170
B. Other ... $ 180 470 640 890
12. Memberships in exchanges:
A. Owned, at market -
value ........$ 190
B. Qwned atcost ..o 850
C. Contributed for use of company, *
at market valug ..o 2 660 900
13. Investment in and receivables from affiliates,
subsidiaries and associated partnerships 451,574 480 [T670 ] % 451,574+ {910
14. Property, furniture, equipment, leasehold
improvements and rights under lease
agreements:
At cost (net of accumulated depreciation
and AMOMZAON). ..v.oveeerrerreeererrecrseeeeerseseesee 490 37,364 |80 37,364 [920
15. Other Assets:
A. Dividends and interest receivable .............. 500 277 690
B. Free Shipments ......ocoveererecervneceiinnnns 510 1.078 700
C. Loans and advances .........coeiericienan. 520 710 .
D. Miscellaneous 530 25,510 720 26,865 [330
18. TOTAL ASSETS $ 814,417 540 | %38 64,229 740 | $ 878,646 940
OMIT PENNIES
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FINANCIAL AND OPERATIONAL OMBINED UNIFORM SINGLE REPORT

RRT I
BROKER OR DEALER Dupree & Company, Inc. as of 12/31/05
STATEMENT C FINANCIAL CONDITION
LIABILITIES AND QWERSHIP EQUITY (continued)
A Non-A.l.
Liabifes* Liabilities* Total
Liabilities
17. Bank loans payable: !‘
A. lIncludable in “Formuia for Reserve :
REGUINEMEMS™ ....eeeeveeeeemeoreeese oo $ [1030] $ 12408 __ [14e0
Be OMMET oo T1040] $ 11250 11470
18. Securities sold under repurchase agrament.... [1260 | 1480
19. Payable to brokers or dealers and
’ clearing organizations:
A. Failed to receive:
1. Inciudabie in “Formula for Reserve
Requirements” ; 1050 1270 1490
2. OBl v ‘ 1060 1280 1500
B. Securities loaned:
1. Includable in “Formuta for Reserve
RequUIreMents” ... oo e, 1070 2 1510
T % 1080 [1290] 1520
C. Omnibus accounts:
1. Includabie in “Formula for Reserve
Requirements” ........o...ooeeverereerneesereres 1090 1530
20 OMET e 1085] 4 [1300] 1540
D. Clearing crganizations: :
1. Includable in “Formula for Reserve x —
ReqUIrements” ........o..ccveeimeerenesecrneseernens ) 1100 1550
2. Othef.oe.. i 1105 1310 1560
E. Other: oo B 1110 1320 1570
20. Payable to customers: . j
A. Securities accounts-including free credits
of ...%58% [350] $ 1120 % 1580
B. Commodities aCCOURtS ......ccoccivvvcmrrncrneee Ty 1130 [1330] 1580
21. Payable to non customers:
A, SECUTTtieS QCCOUMS .oo..ovevoeeereecerr { 1140 T340 1600
8. COMMOGItES ACCOUMS .o vrrevoosoo 1150 1350 1610
22. Securities sold not yet purchased at market
value-in arbitra
I o ; 0] ED)
23. Accounts payable and accrued liabilities ‘}
and expenses:
A, Drafts payable .........ccoocccommmvvrevceceerecresess s 1160 1630
B. Accounts payable ‘ 74 ,3%45 1170 74,345 1640
C. Income taxes payable ..... 1180 % 1650
D. Deferred income taxes ................... % [1370] lggg
E. Acrued expenses and other liabilities .. 1160
F. mm«wﬁ ...................................................... " 1200 [1380] 1680
OMIT PENNIES

*Brokers or Dealers electing the afternative net capital requirement method need nof§t complete these columns.
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»
FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il
BROKER OR DEALER  Dupree & Company, Inc. asof __12/31/05
STATEMENT OF FINANCIAL CONDITION
LIABILITIES AND OWNERSHIP EQUITY (continued)
Al Non-A.l.
Liabilities* Liabilities* Total
Liabilities
24. Notes and mortgages payable:
A, UNSBOUTED ..o cense st erserens $ 1210 $ 1690
Bl SBOUTEA wooeverrereecceerreerneressmesrencesmiseess % 1211 8 [ 1390] 1700
25, Liabilities subordinated to claims
of general creditors:
A. Cash DOOWINGS: ....ovveeeeerernrcvcreercrnrnnens, . 1400 1710
1. from outsiders%$ | 970
2. Includes equity subordination (15¢3-1 1d1)
of ... $ 980
B. Securities borowings, at market value ....... 1410 1720
from outsiders $ 990
C. Pursuant to secured demand note .
callateral agreements .........covccvvvevoninieeees { 1420} % [1730]
1. fromoutsiders $ 1000
2. Includes equity subordination (15¢3-1(d)
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value .........ccccccoo.eeee. %% 1430 1740
E. Accounts and other borrowings not
qualified for net capital pUrPOSES ....c..vecceeeemmeienee 1220 1440 1750
28. TOTAL LIABILITIES ...oovvreree e $ 74,345 1230 8 1450| $ 74,345 1760
Ownership Equity .
27, 5018 PIOPIIBIOISHID 11.vcvveeriecveis e ieasecsess s itess et eess s essesas e sbsre e sessasbes e bsseas ssbse s ees et ses oo Pa PR L8 SR s as AR s s bessenaesesartmssasessesasaasaretensstesne $ 1770
28. Partnership-limited DaMNErs ..........ccerernsvinrinenerenens $ L1724 U O UROO $ 1780
28. Corporation;
AL PPEIRITEG STOCK ...ocvvieci ettt ettt seanes e bt ets s s et b€t € s 1 b e bbb e 1791
B, COMIMON SEOCK ..vvvvevonresssoressrseseseesessneeesseammesasssereses st sbreesees eserensessesseassesessseseraotseemsoseosseesssesereansseesecesisesseesseseessessssssseeseesensees % 68,000 1792
C. Additional paid-in capital 4,406 1793
D. Retained eamings .......... 731,895 1794
E. Total o, 804,301 11795
F. Less capital stock in treasury . R ¢ 1796
30. TOTAL OWNERSHIP EQUITY ettt cnisneseranesss e ssssessrs s e ss s nss st 40250 s st mn st st e sscsasscsecsnens 3 804 .301 1800
31 TOTAL LIABILITIES AND OWNERSHIP BQUITY w.ocov.vooiocvvevee et sesssssssssesses st msass s ssssssons crsssnsssssssons $ 878,646 1810

*Brokers or Dealers electing the alternative net capita requirement method need not complete these columns.

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFCRM SINGLE REPORT
PART I
!BRmGRORDEMER Dupree & Company, Inc. asof __12/31/05
|
COMPUTATION OF NET CAPITAL
1. Total ownership equity from Statement of Financial Conditon - 18M 1800 ..o e st s s ceenaenas 3 804,301 3480
2. Deduct Ownership equity not aliowable for Net Capital .... . ( }13480
3. Total ownership equity qualitied for Net Capital ........ R bt R e Bk R h b ettt et 804,301 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of Net CAPIA! ........cooovevrervrereceeee i serescenseee 3520
B. Other (deductions) or allowable credits (List) .. 3525
5. Total capital and allowable SUDOTAINALED HADIIHES ........coo.cvcerererccersiersecereccecsiinss e csssess s e cesescsesessearans st sesmenesns $ 804,301 3530
6. Deductions and/or charges:
A. Total nonallowable assets from
Statement of Financial Condition (NOtes B and C) ........ue.ievevveiservoaeemseerecsccoosesreeoessessines $ 64,229 3340
1. Additional charges for customers' and )
NOR-CUSTOMErS' SBCUMEY BCCOUNS ....ceeeirees v ses e mtemn s cvemsesinssbesseantesnees 3 3550
2. Additional charges for customers' and
NOR-CUSIOMErs’ COMMOGItY GCCOURLS .uuvvverueereusiriresesemsessseeserssesrseninssssssssssanssasssssnees 3560
B. Aged fail-to-deliver 3570
1. Number of ieMS ... %9 [3450]
C. Aged short security differences-less
reserve of $ 3460] % 3580
number of items . 3470
D. Secured demand NOte defiCIBNCY .......ccocoeierrrere ittt e 3590]
E. Commodity futures contracts and spot commodities
- Propro€etary CaPitAl CHATGES .....c.ccoiueiverieee ettt s s et reas e s e esbs e b e 3600
F. Other deductions and/or CRAIGES ...........covevvceveerereesereeseereoessesserereeseesseemseree 13,000 3610
G. Deductions for accounts carried under Rule 15¢3-1(a)(6), (a)(7) and (¢){2)(x) . 3615
H. T0tal dEGUCHIONS ANG/OT CNATGES ... ......ec.oevcvvceveees e sesoeeesosaesvcssssessssseseseseesseseeesresseseesoseseesoeme s eeseeseassoessmsansssse s senss e sss s eencs { 77,229 3820
7. Other additions and/or alloWable CTEUIS (LSt) wc.cvecrcrire e e ieestnras e e srarie s b scar e res s aaes erasesesiosercneen 127,012 3630
8. Net capital Defore NAIFCULS ON SECUNMHES POSIIONS ........vueiiveeriveeeesiseinesssesstoressseseseesssesesss s sessssse s asssss s ssts o st sss s bs s s sre s ansan $ - 3640
9. Haircuts on securities: (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities committments 3660
B. Subordinated securities borrowings ....... 3670
C. Trading and investment securities:
1. Bankers' acceptances, certificates of deposit and commercial Paper ............ccoovoven.c... \# 115 3680
2. U.S. and Canadian government obHQations ............ccevceereeerirnrenisnnnnencs . 3690
3. State and municipal government 0bligations ........cccernrrereeerrsmramirr e 3700
4. Corporate obligations e nens 3710
5. Stocks and warrants 1,583 3720
6. Options ...coevevcene, . 3730
T ATDITAGE oot see e sra s s sttt e s rer bt ne b ba bt eenen st e ine 3732
B, ONEI SBCUMES ...o.rveereencsrirnrr et senrecesentsn s ises s e e resneses s sp s sessss s aanisres b4 3734
D. Undue Concentration .. . 3650
E. DM {LISE)  cooroerevcerieeseeeececece e sessss s ses s sos s o ssss s sss s e se s ssene 3736 | 1,698 (3740
100 NEECADHA] oocceee et eccervonsess e sesssvoss e300 528885050 s $ 725,374 3750)
OMIT PENNIES
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»
PART i
BROKER OR DEALER Dupree & Company, Inc. asof __12/31/05
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
1. Minimumm net Capital required (87,% 01 N8 18) ..o.roevrermevssossoeseroooesessssessorsossssesess st s oo $ 4,956  [3756
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries COMPUtEd in BCCOTAANEE WIth NOIE (A) ....u.ueseivveieeressesesieesssessss i sosssssss s ssisssssssssssssssssssisssssss s ssstees s nssnrssaressssas $ 00,000 3758
13. Net capital requirement (greater of line 11 or 12) ........ . $ 00,000 3760
14. Excess net capital (ne 101685 13) woovvoeeovevriorerereres .8 25,374 3770
15. Excess net capital at 1000% (fine 101658 10% OF N8 18} .....vivvcerreeeeiericceeses et msess s resstsess s msssssssssnsss e es0 359 ,939 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.l, liabilities from Statement of FINANEIA! CONGIION .......vrvvrvveesisisiurmeeessnseree o sesessssssassssssssssssssssssssssssosessssssssssssssssnsoressnereces $ 74,345 3790
17. Add:

A, Drafts fOr IMMEIate CrEAI ..............co.uevverrereereeerene et eesensesses s KT 3800

B. Market value of securities borrowed for which na eguivilent value

is paid or credited.......... 3810

C. Other unrecorded amounts 3820} § 3830
18. Deduct: Adjustment based on deposits in Special Reserve Bank Accaunts (15¢3-1(c)(1)(vii) $ 3838
19. Total aggregate indebtedness 74,345 3840
20. Percentage of aggregate indebtedness to net capital (line 19 + by Ine 10) 10.25 3850
21. Percentage of aggregate indebtedness to net capital after anticipated capital withdrawals

(line 19 + by ing 10 1855 REMM 4880 PAGE 25) .ovirivveere e etisserssssse e s sbesssms e s ssssas st 552 ea bbb % 10.25 3853

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
22. 2% of combined aggregate debt items as shown in Formula for Reserve Requirements pursuant to Rule 15¢3-3

prepared as of date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits .............. %63 3870
23. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subsidiaries computed in aCCOrAANCE WIth NOTE (A} ......cuverrriimuriierincterise et ssesssienisss st veasesensiassssssssoos st escssaneersans $ 3880
24. Net capital requirement (Qreater 0f fiNe 22 0F 23) ..o ivvvciecorerae i essese et s ses s st et s tre s srs st e nrenira b sessreares $ 3760
25. EXCESS NEl CPHAL {18 TOIBSS 24) ..ruvvuruicreireceiiestersieassserencesmessssesassssssossesesessseassssesssssssessssssetsesseessebinesssssssrasessosseesessasbunssacsesnse $ 3910
26. Percentage of Net Capital to Aggregate Debits (line 10 + by @17 PAGE B) .....cervrirevierrnnriresserecnsinserseenssssneesessccsseseesseneesaenne % 3851
27. Percentage of Net Capital, after anticipated tapital withdrawals, to Aggregate Debits

(line 10 less item 4880 page 11 + by line 17 page 8) 3854
28. Net capital in excess of the greater of:

A. 5% of combines aggregate debit items 07 $120,000 ......coooevvveriemiveiioieiieses vt sesssse s ssessisssase st sae st s s st ss st $ 3920

OTHER RATIOS

Part C
29. Percentage of debt to debt-equity total computed in accordance with Rule 15C3-1{d) ..o ivrerivccenrncncricercrnrereeneesnsscerenseiareene % 3860
30. Options deductions/Net Capital ratio (1000% test) total deductions exclusive of liquidating equity under

Rule 15c3-1(a)(6), (@)(7) and (C)(2)(X) + NETCADIAL ......ovcerrrcreeriricoieiirrirnnis e aesenrisress s asasasrsecssersesbresssas st seasi o risecsscsnensnnesnesrerns % 3852
NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum doilar net capital requirement , or
2. §%% of aggregate indebtedness or 2% of aggregate debits if aiternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agrements or secured demand notes covered by subardination agrements not in satisfactory form
and the market valies of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-allowable

assets.
(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.
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: PART |l - FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
I: ‘ BROKER OR DEALER Dupree & Company, Inc. For the period (MMDOYY) from:=@/L/6 {39321t _12/31 /05 13933
Number of months included in this statement 12 3931
STATEMENT OF INCOME (LOSS)
: REVENUE
I‘ 1. Commissions:
‘ a. Commissions on transactions in listed equity securities executed 0N AN BXCRANGR ...cc.cvvicueercvemreri e eeesee s e ssnee s sasensaseesee 3 3935
b. Commissions on transactions in exchange listed equity securities executed over-the-counter. 3837
i ¢. Commissions on listed OpON tranSACHONS ... it et es s s tesesten s s bbb vanes bbb et sries s b bs et et tee e 3938
I{ d. Al Other SECUMLIES COMIMISSIONS wov.riecarerereierremrrass s et eraensreess st reserssoeatsatsrss et crscasesen st arsemmsssasessansscssecentsavensesonsssrasssermsons 3939
' 8. TOtal SECUMHES COMMUSSIONS ..corvrvrorcverseresseesereesesessesesseemseeseresreseesoscoosseesesesseesssessessetsess st e eresssessmae s senreesererees e o 3940
2. Qains or losses on firm securities trading accounts
: a. From market making in OVer-the-COUNEr BQUILY SECUMTIES v i crteesiee s s et aes st se ettt e e sevessesssnsape asiens { 3941
If 1. Includes gains or (losses) OTC market making in exchange listed equity securities ......... 3943
' b. From frading in debt securities 3944
c. From market making in options on a national securities exchangs. 3945
: Q. FrOM @Il ONET HTAAING co.vovrire et et aes s st s e st s ts et st s et o sa e e b aba b ab e s Ribs s meme e Eh e e b bt n s et seac e crcnene 3949
l‘\ B, TOMAl QNS OF (JOSSES) ..suvvrrererereemsmcereieresinissisnreesanses e ss st sesssessenessecssris e bes e bes e s et ses st ekt sens s bs s bbb et 3950
: 3. Gains or losses on firm securities investment accounts
a. Includes realized QaINS (JOSSES) ..ecurerrriorrieierenscremrrser e riarcrineeseseseebesascrenen s ebrasrasesrasnseen 4235
' b. Includes unrealized gains (losses) ........... 4236
I} C. Total realized and unrealized gains (loses) .. bbb evt et sneeers | §] 3852
- 4. Profits or {losses) from underwriting and selling groups ........... 3955
a. Includes underwriting income from corporate equity securities -..... l 4237
— 5. Margin interest .....ocovecvmrvi e eces v 3960
= 6. Revenue from sale of investment company shares 3970
- 7. Fees for account supervision, investment advisory and adminiStrative SEIVICES .......cocvviiuierierererrcerieiii e b sbessesseneses 5.367.333 3975
8. REVENUE fTOM TBSBATCI SEIVICES ...ooirrvirererussirrrsecscrnirerctsenasses esesesesesssescssesssesesreses iesesesnsasessesseassossessassassesetssntansssnessssessastsssssentons sonessin 3980
_ 9. Commoditias 1evenue ........cccovmrvvrernnnes . 39%0
10. Other revenue related to securities business ... . % 3985
_ 11, Other feVENUE ........coreeeceerreerrcererrareseesnoes 82,781 3995
12. Total revenue . % __5,450,114 14030
EXPENSES
_ 13. Registered repreSertative’s COMPENSAHON ............orevueeoreveeseeriressossemsesiossaesssesesroessssesseessessisesossessisesssssostessssessoess s sosasesesssssessonions § 1,521,124 [4110
14, Clerical and administrative employees’ expenses 672,384 4040
o 15. Salaries and other employment costs for general partners, and voting stockholder officers 4120
] a. Includes interest credited to General and Limited Partners capital accounts .. .
= 16. Floor brokerage paid to certain BroKers (SE8 AefiNIION) ..evu..corveivirverirereeierees s rsne s vess s cs b ssssessessnsa sessesn s ensssn s sresenssssensseces 4055
17. Commissions and clearance paid to all other brokers (See GefifitioN) ......o.vvvvirccrmrrineinmecrerie oo reressssres e ersessesesansssnssensensensensses %3 4145
) 18. Clearance paid t0 non-brokers {SEe dEfiMHON) ..ottt s bbb ene s 4135
- 19, COMMUMCEEONS +rvveerer e rereesoneeenne 14,656 |4060
= 20. Occupancy and equipment costs ... 185,668 4080
21. Promotional costs ... 71,873 4150
22. Interest expense 4075
a. Includes interest on accounts subject to SUDOrAINAtON AGrEEMENS w.vvovvvceevrvcsrreereesreeerecrerren [4070]
- 23. Losses in error account and bad debts .. . 4170
) 24, Data processing costs (including service bureau service charges) s 4186
25. NON-TECUMING CATGES ..ccvvuereeecerereeecr e iecemre s sesnessesisesseesennes 4190
= 26. Regulatory fees and expenses 7,070 |4195
u 27 DB EXPBISES ..oceverecessseererresssssessreosseeeee e85 80 D1 R £ e 793.737 (4100
) 28. Total expenses $ 3,266,512 4200
NET INCOME
! 29. Income {loss) before Federal income taxes and items below (tem 12 1858 HBM 28) .......oovveeroeveeerieeiercserenes st erssss s oo 2,183,602 4210
- 30. Provision for Federal income taxes (for parent only) .. Kentucky. Income.. Tax ... 150,523 [4220
31. Equity in earnings (losses) of unconsolidated subsidiaries not included above ........ . s 4222
B a.  After Federal INCOME taXES OF ........cocvveveiiiciet et 3
I 32, EXUraordinary GaINS (IOSSBS) ....c.cuuu i iecicceer it inis s et e et e e e e she bt on 4224
o a.  After Federal income taxes of ..........cocoovvcnennnncee
33. Cumulative effect of changes in 8CCOUNTING PRINCIPIES .....c.vivivieiiriireiierie e sss s e e be s s srsrs e et essen a5 enp st esseessabamearans 4225
] 34. Netincome {loss) after Federal income taxes and extraordinary HBMS ...........oovvwvveresereersssssssosesarisoessssssssses s ssssssssssissssasresssnese $ 2,033,079 (4230
- MONTHLY INCOME
35. Income (current month only) before provision for Federal income taxes and extraordinary HEMS .........cooevuvvroeviuseecesememrersnesssoneeseeneses $ N/A |41
i
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FINANGIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART Il

BROKER OR DEALER Dupree & Company, Inc. asof _12/31/05
COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3
(See Rule 15¢3-3, Exhibit A and Related Notes)
CREDIT BALANCES
1. Free credit balances and other credit balancesin customers’ security
2000UNtS (see Note A, EXNIDIL A, RUIE 1503-3) wovovervcrenneesecssrresnsonr e %S [4340]
2. Monies borrowed collateralized by securities carried for the accounts of
customers (5e€ NOte B) .....oooevcviveerirnreecens et R e sttt @
3. Monies payable against customers* securities [0aned (5ee NOte C) .....ocoorvuervercermvimnvancrsarrennnianens 4360
4. Gustomers’ securities failed 10 receive (5e NOt8 D) ..ccoovevreeiviiecrcicencrcccr e 4370
5. Credit balances in firm accounts which are attributable to principal sales to customers ................ 4380
8. Market value of stock dividends, stock splits and similar distributions receivable outstanding
OVEF 30 CAIBNAAT GAYS ...voveerieicee e cetesi e bbb i e st bt et sens [2390]
7. **Market value of short security count differences over 30 calendar days old .........c..ecvreverieneranee 4400
8. **Market value of shont securities and credits (not to be offset by logs or by
debits) in all suspense accounts over 30 CAIBNAAT QAYS ..........ccoovervrreerrererneirinrisissis s eenersseresnsenres %7 @
9. Market value of securities which are in transfer in excess of 40 calendar days and have not been

confirmed to be in transfer by the transfer agnet or the issuer during the 40 days

10, OHBE (LISE) +orc oo eres e e emsone s ssss s

11 TOTAL CREDITS ot et bs s ems st s rabss bttt enns o

DEBIT BALANCES

12. **Debit balances in customers’ cash and margin accounts excluding unsecured accounts and

accounts doubtful of collection net of deductions pursuant to Note E, Exhibit A, Rule 15¢3-3 .......

13. Securities borrowed to effectuate short sales by customers and securities borrowed to make

delivery on customers’ securities failed 10 dBlIVEr.........cc oo

14. Failed to deliver of customers’ securities not older than 30 calendar days .......c.cccocomvervieereeerrienns
15. Margin required and on deposit with Options Clearing Corporation for all option contracts

16.

18
19

written ar purchased in customer accounts (SB8 NOIE F) .........coerrvererieesrierierne ernesnesesssssensennns

. **Less 3% (for alternative method only-se€ Rule 1563 1{)(SH(H) -rovrrerermrvrcrnrcriersmneericrarnnrenee

RESERVE COMPUTATION

20
21
22
23
24

25

26

. Excess of total debits over total credits (line 19 1SS 1IN 11) ..vvroveiviirecrniens s s nrrsinnes
. Excess of total credits over total debits (line 111855 1in@ 19) ....cccocrnrrmrrrmcerrcriccirecrernnemecerseenecnnes

. If computation permitted on a monthly basis, enter 105% of excess of total credits over total debits

Other (List). ..ccoocvonnnn et teesar st b e ss oA ARY s RA RS see SRR A b e eA AR A be st SRS s AR b me s s e R et sen %8 4469
17, **AGQregate GeDIt HBMIS ....viereieetieereciecce et et se s st s st maesbr b ressessessb et esrrarsnsen

4420
4425

 FHTOTAL 14C3-3DEBITS ....ooivoeccvercrcemmmecrmmesicsinienemsas reesescansssesinsassansscssonssssisessnesessescsssssesssmiscone

. Amount held on deposit in “Reserve Bank Account(s),” including value of qualified securities, at end of reporting period .................

. Amount of deposit (or withdrawal) including

3 4515 | value of qualified SECUMLES ...........ccrveeerveeiirr e cereeerssssereeessssisens

. New amount in Reserve Bank Account(s) after adding deposit or subtracting withdrawal including

3 4525 | value of qualified SBCUMLES ....co.cvveeveeeecesieece e
. Date 0f dePOSH (MMDODYY) ...occeimreriirirnneietri i seses et st bassebessaensssen s s assssasesessansasasessens

FREQUENCY QF COMPUTATION

27

. Daily%o [4332] Weeky {43331 Monthly

X 4334 ]

** {n the event the Net Capitai Requirement is computed under the alternative method, this “Reserve Formulfa” shall be prepared in

accordance with the requirements aof paragraph (f) of Rule 15¢3-1.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER-OR DEALER Dupree & Company, Inc. as of 12/31/05
COMPUTATION FOR DETERMINATION OF RESERVE REQUIRTEMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3 (continued)
EXEMPTIVE PROVISIONS
28. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon which such exemption is based {check only one)
A, (X)(1) — $2,500 capital category as per Rule 15¢3-1 528 4550
B. (k)(2)(A) — “Special Account for the Exclusive Benefit of customers” maiMmtained . ............co.ocveeirecrevrerrrirennrrrrese s esseees X 4560
C. (k)(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.
Name of clearing firm%; @ 4570
D. (k){3) — Exempted by 0rder Of the COMMISSION ..veveiieeiierererreseiseeesee s coeesimvasseas st essssabenssaasassecsssaetasssessscrtesansssassssesassnins 4580
Information for Possession or Control Requirements Under Ruie 15¢3-3
State the market valuation and number of otems of:
1. Customners’ fully paid securities and excess margin securities not in the respondent's possesion or control as of the report date
{for which instructions to reduce to possession or control had been issued as of the report date) but for which the required
action was not taken by respandent within the time frame specified under Rul 15¢3-3. Notes A and B ...cucvvvevvverveeveieriereeereviens $ 0 4586
AL NUMBET OF HEBIMS ..ttt sttt bbb bt s s RS ot b Rt st enr s ra e et e Q0 4587
2. Customers’ fully paid securities and excess margin securities for which instructions to reduce possession ar control had not
been issued as of the report date, excluding items arising from “temporary lags which result from normal business operations”
as permitted under Rule 15C3-3. NOES B, C BNT D covvvvree s iens e esassssss st ses s sessssaressns st sonsns sassessansessessnsesseneses $ 0 4588
AL NUMBEE OF HBIMS ..ccvrivsisecnimcrerinesiensseesetenstssstes ettt sttt b st A1 s S b e s bbb bbb 0 % 0 4589
OMIT PENNIES
3. The system and procedures utilized in complying with the requirement to maintain physical possession or control of
customers’ fully paid and excess margin securities have been tested and are functioning in a manner adequate o
fulfill the requirements of Rule 15€3-3 o.recomiicicci e e Yes X 4584 | No m
NOTES

A—Da notinclude in item ane customers’ fully paid and excess margin securities reguired by Rule 15¢3-3 to be in possession or cantra! but far which no action was
required by the respondent as of the report date or required action was taken by respondent with the time frames specified under Rule 15¢3-3.
B-—State separately in response to items one and two whether the securities reported in response thereto were subsequently reduced to possession or control by the

respondent.

C-—Be sure to include in item two only items not arising from “temporary lags which result from normal business operations” as permitted under Rule 15c3-3.

D—Item two must be responded to only with report which is filed as of the date selected for the broker's or dealer's annual audit of financial statements, whether or not such
date is the end of a calendar quarter. The response to item two should be filed within 60 calendar days after such date, rather than with the remainder of this report. This
information may be required on a more frequest basis by the Commission or the designated examining autharity in accordance with Rule 17a-5(a)(2)(iv).
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I

BROKER OR DEALER Dupree & Company’ Inc. as of 12/31/05
SCHEDULE OF SEGREGATION REQUIREMENTS AND FUNDS IN SEGREGATION
CUSTOMER'S REGULATED COMMODITY FUTURES ACCOUNTS  N/A
SEGREGATION REQUIREMENTS
1. Net ledger balance:
AL SN ot ere et e s R RS R R £ R 1 € e o e e Rt e 7010
B. SECUMHES (A1 IMBIKET) ovuvterie e rceenst s o r s scnecorere et st ranea s et ene o e m e s e e sosu s 4k ae b eer et emereenenrans 7020
Net unrealized profit {loss) in open futures contracts traded 0N @ CONLrACE MATKEL .......cv.cereeerecercieericr s rie e s eneas 7030
Exchange traded options:
A. Add: Market Value of an open option contracts purchased on @ CONTAct MATKEL .........eovvuevesresrserssemsressssscsssnsirssssesssssssssmsensesssns 7032
B. Deduct: Market Value of an open option contracts granted (sold) on @ COMraCt MATKEL...........co.cvrevreirmnrencenimmnnessrrecerenencensenne 7033
4, Netequity (deficit) (1012l Of 1, 2 N0 3) ....oviiie st s be e bbbt bbbt 7040
5. Add accounts liquidating to a deficit and accounts with debit balances with no oben TrAALS et 7050
Amount required to be segregated (10181 0 5 NG 4) ..ottt st ert e et e 7060
FUNDS ON DEPOSIT IN SEGREGATION
7. Deposited in segregated funds bank accaunts:
B. Securities representing investments of customers’ fund (at market) 7080
C. Securities held in particular customers or optidn customers in ligu of cash (a1 MATKet) ........c...ccorercecmmmrceneere i 7080
8. Margin on deposits with clearing organizations of contract markets:
A BASH ettt s e R e s A bR RO 4R 48R R £ 8 enEerraesereensenenes 7100
B. Securities representing investments of customers’ fund (8 MAKEL) .......cccocriiminnicn s 7110
C. Securities held in particular customers or aption customers in lieu of cash (&t MArket) ..........coccoveeenninienincciseec 7120
9. Settiement due from (to) clearing organizations of COMTACE MATKELS ........cccorermieriioerersirieni et er e srene 7130
10. Exchange traded options:
A. Add: Unrealized receivables for option contracts purchased on CoNtraCt Markets ........ocevvieeicreieesieisesesinssins s ereareeressenncs 7132
B. Deduct; Unrealized abligations for option contracts granted (Sold) 0n €ontract MATKELS ......c.oociivreeirrecnn e smnsiasesssessasns 7133
11, Net BQUILIES WItN 0BT FOMS L...coviieececererciii et saseseb s s sare e e sse b s o5 4k aes st s s e e b s b et e b e s et penan bt s et enaeba st 7140
12. Segregated funds on hand:
Al BBSN e eSS e S4 ke b4 B bbb b 7150
B. Securities representing investments of customers’ fUNdS (3t MArKEL) .........coovecreerermnris e seiererse s ssareereesseeescerene 7160
C. Securities held for particular customers in lieu of cash (at market) 7170
13. Total amount in segregation *total of 7 through 12) ....... - rrevresenene S $ 7180
14, Excess (insufficiency) funds in segregation (13 minus 6 $ 7190
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
BROKER OR DEALER Dupree & Company, Inc. . asof  12/31/05
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, {as defined below), which have not been deducted In the computation of Net Capital.
Type of Proposal Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual : Insider or amount and/or Net Withdrawal or to

See below for Outsider? Capital Value of Maturity Renew

code to enter Name of Lender or Contributor (In or Out) Securities) Date (Yes or No)
54 4600 4601 46028 4603 4604 4605

_'55 4610 4611 4612 4613 [4614 4615)

%6 4620 4621 4622 [4623 4624 4625

% [4630] 4631 4632 4633] 4634 4635

%o 4840 (4641 [4642] [4643 4644 [4645]

5 [4650] 4651] 4652 [4653] 4654 4855

%0 4660} {4661 {46621 4663 {4664] [4665)

& 4670] 4671 4672 4673 4674 4675

% 4680 4681 4682 4683; - 4684 4685

% 4690] 4691 4692 4693] 4634 4695

Total $% None [a699*
OMIT PENNIES
‘ * To agree with the total on Recap (/tem No. 4880)

Instructions: Detail Listing must include the total of items maturing during the six month period fallowing the report date, regardiess of whether or not the capital contribution is
expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and payments of liabilities secured by fixed assets (which are considered allowable assets in the capital computation pursuant
to Rule 15¢3-1(c){2(iv})), which could be required by the lender on demand or in less than six months.

WITHDRAWAL CODE: DESCRIPTIONS

1.

2.
3.
4

Equity Capital
Subordinated Liabilities

- Accruals
15¢3-1(c)(2){iv) Liabilities
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
Capital Withdrawals
PART 1l

BROKER OR DEALER

Dupree & Company, Inc. as of 12/31/05

RECAP

Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months

1. Equity Capital

A. Partnership Capital:

and accruals, (as defined below), which have not been deducted in the computation of Net Capital.

1o GEMETAI PAMNETS ...vooeeveseemcersceenseioscesnsienasnsessenssesstssesesssnntsasnsess nsssesisesesrssstnessssasersns %58 4700
2. LIMHBE oot ettt et e bbb et 4710
3. UNdiStrbuted PrOfItS ..oc.vves et ernia e et e e 4720
4. Other (deSCTIDE DRIOW) ..ocuvoseeicieresirreimenreees s eniasssessestsessessesessssssssns s s ensesens 4730
5. S0IE PTOPTIBLOTSIIP ..eeveereeae et ettt ara e bt st ses e s e ss bt st o sre st acr e 4735
B. Corporation Capital:
1. COmMmMON S10CK ..o 4740
2. Preferred SIOCK c.ovvr v 4750
3. Retained Eamings (Dividends and Other) 4760
4. Other (AESCIBE DBIOW) ...c.c.iveeieceirtinrise e sn i senesst st et ssssessans e risnes 4770
2. Subordinated Liabilities
A, Secured DEMENG NOES ....cccevvierrerreserne e s secs bt beess s sasse e st ess e sanesnsesassnsessnnsas 4780
B. Cash Subordinates 4790
C. Debentures ... 4800
D.  Other (ABSCTIDE BEIOW) ....vovvecriveceesmcesnsascenssseesasensassscavesssssnsesssnassssassssrassssssnsnssscssassssenessaces —[4810
3. Other Anticipated Withdrawals
AL BOMUSES oottt sttt bt ae s sae e st be ek b e bRt r e e et 4820
8. Voluntary Contributions to Pension or Profit Sharing Plans ... 57 4860
C. Other {describe BElOW) .....ccorvrrecin i csncmscesrnsessennens 4870
TOE oo eeerer e ees s e esssees s et s b ess 5288822 05SSR $ None 4880
4. Description of Other
STATEMENT QF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)
1. BAANCE, DEGIANING Of PEHOU ..vvvevorrererrsreersrreesesssseeseseeressmsesssreresseresssseasssessesnes s s e esees st r s e s erees s e $ 688,976 | 4240
A NELINCOME (J0SS) cuuevuiiieererrerermiesteieeressesesisessesessebosasbsssasts e bsess ress easssbasserssssessasasntsnsanscssssstssastaessess seasseanenoes seessbmssneinssiiszisiess 2,033,079 4250
B. Additions (includes non-conforming Capial Cf .......coveeeeiiveincnrereee e e sesessnenne $ 4263) % 4260
C. Deductions (includes non-Conforming Captal 0f ......o...vvveeevmerereesiees s seceenen $ 4272 1,990,160 14270
2. Balance, end of period (FTOM HBM 1800} ...erceuiieieemssciancemseassessssesssstssssssessssssessssssssstosassssssssssssssssessssssnsmssessiesesssesnssassnsssns A $ 731,895 [42%0
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3. Balance, DEGINNING OF PEIOE ......co.ceivreeiren et sa s et asa st ees v s s e s b ees s an s s a e s st ai bbb e sasnbssaens s sasame st e st eassns $ 4300
A, INCIEASES cevrerrernrernririies 4310
B, DECIBASES . covvcrerene e « | ) 4320
4. Balance, end of period (FTOm HEM 3520) ..ottt eb b s b ettt st s snr et 3 4330
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART I
BROKER OR DEALER  Dupree & Company, Inc. asof _12/31/05
FINANCIAL AND OPERATIONAL DATA

1. Month end total number of stock record breaks unresolved over three business days Valuation Number

A, Dreaks 10NG ..ot ce e ettt e bttt b e $ 4890 4900

B, DFBAKS SNOM ...oooovvveoocoeeceesvs oottt v sess s eeeae e oo eesseeerseseen st s et sens e .8 4910 | %, 4¢20]
2. Isthe firm in compliance with Rule 17a-13 regarding periodic count and verification

SPe~Ne

of securities positions and locations at feast once in each calendar quarter?

(CRBEK ONE) ..ot sesess st e bbb et st se et et Yes m 4930

Personnel employed at end of reporting period:

No [ ] [4940]

A, INCOME PrOGUCING PEISOMNE! .......oeeoooeonerersireesecesieseseesessesesssessessesissssssesessesseresessesastesssseesen st et reseesseeemsersesesesesomsseesseeresearinessies 7 14950
B. Non-income producing personnel {all other) 8 [4950
B TOMAl et e 15 [4970
Actual number of tickets executed during current month of repaRiNG PEMOG .......cceerurevmiriveerr ettt st e en st e 4980
Nunber of corrected customer confirmations mailed after SERIEMENT AALE ... ereerereiernrrre v s s s s et re e 4980
Debit Credit
No. of ltems (Short Value) No. of Items {Long Value)
Money differences .........cooooeecvsreririrenns 5 Q {5000 3 0 5010 Q |5020%% ( |5030
Security suspense accounts .... 0 | 5040 $ D 5050 0 |5060] $ 0 | 5070
Security difference accounts ... . 0 | 5080 % () 15090 0 [5100] $ Q |[5110
Commodity suspense accounts .............. 5120] $ ) [5130 Q 5140 § Q 15150
. Open transactions with correspondents, .
other brokers, clearing organizations,
depositories and interoffice and inter-
company accounts which could result
in a charge — unresolved amounts over
30 calendar days .....o..occocoeveeieiennenns Q [5160] § Q 15170 0 [5180] $ N 15190
. Bank account reconcilliations — unresolved
amounts over 30 calendar days .............. 0 | 5200{%$ 0 {5210]%, Q [5220] s Q15230
. Open transfers over 40 calendar days,
NGt CONTIMMEd . vveere e 0 | 5240 $ 0 [5250] Q [5260] 8 Q [5270
. Transactions in reorganization accounts
— over 50 calendar days.................o......0 0 5280 § 0 _[5290 Q [ 5300% D [5310
B e T 0 [5320] $ 0 [5330 0 15340] 3 D 15350
No. of ltems Leger Amount Market Value
. Failed to deliver 11 business days or longer (21 Business
Days or longer in the case of Municipal Securities) ...........c...... Q [5360] $ Q [5361 Q | 5362
. Failed to receive 11 business days of longer (21 business
Days or longer in the case of Municipal SeCurities) ........o......... 0 [533] $ 0 [53m4 0 [535
. Security concentrations (See instructions in Part I): ) .
A, PrODHBIANY POSIIONS ..u.vuicereuireriesiesieeniseissrresescsesressemsebenses raeesesessssssasssssssasares sessnssesssnmsssssessartnsasesasesasesesasasesatssassesssesersnserssssnains ) Q [5370
B. Customers’ accounts under Rute 15¢3-3 ............. . $ 0 5374
. Total of personal capital borrowings due within six months ........ . $ 0 |5318
. Maximum haircuts on underwriting commitments during the pericd .............. .8 0 5380
. Planned capital expenditures for business expansion during next six months . . $ 0 15382
. Liabilities of other individuals or organizations guaranteed by respondent .. . 3 0 5384
. Lease and rentals PAyabIe WIthil ONE YBAL ........cocceriivieiemiees e sresrass s s e s s sn s s s s st ssasses s e bas st ssesesmss s ssssbesessassarssscantosessnesnes $ 0 5386
. Aggregate lease and rental commitments payable for entire term of the lease
$ 0 [538s
$ 0 [ 5330
OMIT PENNIES
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Marr, Miller & Myers, PSC

. Certified Public Accountants P.O. Box 663
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

COMMENTS ON NET CAPITAL AND RESERVE REQUIREMENTS

January 18, 2006

Board of Directors and Stockhaolders
Dupree & Company, Inc.
Lexington, Kentucky

We compared the computations of net capital and reserve requirements contained in the audit
report of Dupree & Company, Inc., for the year ended December 31, 2005, with the Company's
most recent unaudited computations as contained in the Focus Report - Part It (Form X-17A-5).
Differences between the audited computations and the most recent unaudited computations are
outlined below:

Computations -
per latest Computations
- Form X-17A-5 Per Audit

= Total capital _ $ 804,301 $ 804,301
= Deductions from net worth 78,927 78,927

Net capital $ 725374 $7 74
- Minimum net capital réquired:

Aggregate indebtedness $ 74,345 $ 74,345
= Required percentage .0667 .0667
= Minimum net capital $ 40956 $ 4956

Net capital in excess of minimum $ 625374 $ 625374
- Ratio of aggregate indebtedness to net capital 10.25 10.25

There were no differences found to exist between the most recent unaudited computation and
the audited computation as contained in the Focus Report - Part il, for determining reserve
requirements under Rule 15¢3-3.

%\9:“,,,_ *‘9;.&»&) 53‘93“,«;, fsc

Certified Public Accountants
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Marr, Miller & Myers, PSC

Certified Public Accountants P.O. Box 663 :
(606) 528-2454 (FAX 528-1770) Corbin, Kentucky 40702

SUPPLEMENTAL REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17a-5

January 18, 2006

Board of Directors and Stockholders
Dupree & Company, Inc.
Lexington, Kentucky

In planning and performing our audit of the financial statements of Dupree & Company, Inc. for
the years ended December 31, 2005 and 2004, we considered its internal control procedures,
including procedures for safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and to provide assurance
on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, we have
made a study of the practices and procedures (including tests of compliance with such practices
and procedures) followed by Dupree & Company, Inc. that we considered relevant to the
objectives stated in Rule 17a-5(g)(1) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and the reserve
required by Rule 15¢3-3(e); (2) in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13; (3) in
complying with the requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System; and (4) in obtaining
and maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by Rule 15¢3-3. ' :

The management of the Company is responsible for establishing and maintaining the 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 Commission's above-
mentioned objectives. Two of the objectives of an internal control structure and the practices
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 preparation of financial statements in conformity with U.S.
generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.
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Marr, Miller & Myers, PSC

Because of inherent limitations in any internal control structure or the practice 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.

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 cantrol structure does not reduce to a
relatively low level 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 Commission to be adequate for its
purposes in accordance with the Securities and 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, 2005 and 2004, to meet the Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the New York Stock Exchange and other agencies, which rely on Rule 17a-5(g)
under the Securities Exchange Act of 1934 and should not be used for any other purposes.

\5‘9:.'\», TV)Al.lw éa‘)a»u), fsc

Certified Public Accountants
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