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OATH OR AFFIRMATION

1, Dane A larsen swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Butler, Larsen, Flerce & Comnany, Inc

as of

Januar L peob
’ ary 3 lg b are true ar i 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 soley as that of

a customer, except as follows:

A

President

Tite

O\ puie & (G

Nowry Publc

Commisslon # 1472248
Notary Public - Califomia £

>y, ConttaCostaCounty [
My Comm. Expires Feb 24, 2008

This report*® contains (check all applcable boxes):
=X (a) Facing page.

=X (b) Statement of Financial Condition.

3 (¢) Statement of Income (Loss).

;XX (d) Statement of Changes in Finanaial Condiuon.

Z" (e) Staterment of Changes in Stockholders’ Equity or Partners’ or Sole Propnetor’s Capital.

X () Statement of Changes in Liabiliues Subordinated to Claims of Creditors.

X (g) Computation of Net Capital

— (h) Computauon f{or Deterrrunauon of Reserve Requirements Pursuant 1o Rule 15¢3-3.

X (1 Information Relaung to the Possession or control Requirements Under Rule 15¢3-3.

— () A Reconaiauion. including appropnate explanaton. of the Computauon of Net Capital Under Rule 15¢3-1 and the
Computation for Deterrrunation of the Reserve Requirements Under Exhubit A of Rule 15¢3-3.

— (k) A Reconcibation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
soldation

Zx (I An Oath or Affirmaton.

— (m)A cops of the SIPC Supplemental Repor

=

(n) A report descmibing any matenal inadequadiss found to eust or found to have exusted since the date of the previous audit.

**For conditions of confidential irearment of certair portions of this filing, see section 240.)7a-5(e)(3).
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WIL.LLIAM WELDON SHirp
CERTIFIED PUBLIC ACCOUNTANT

DALLAS YOUNG BUH.DING
1964 MOUNTAIN BOULEVARD, SULTE 199
OARLAND, - CA 9460
(53101 330-8055

Independent Auditor’s Report

Board of Directors
Butler Larsen Pierce & Company. Inc.

| have audited the accompanying statement of financial condition of Butler Larsen Picree
& Company, Inc., Inc. as of January 31, 2006, and the related statements ol income, changes in
stockholders’ equity, and cash flows for the year then ended. These financial statenmients are the
responsibility of the Company’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that | 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 disclosurcs 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. [ believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Butler Larsen Pierce & Company, Inc., Inc. as of January 31.
2006, and the results of their operations and their cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America.

My examination was made (or the purpose of forming an opinion on the basic financial
statements, taken as a whole. The information contained in Schedule -1V is presented for the
basic financial statements but is supplementary information required by rule 17a-5 of 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 my opinion, is fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

March 20, 2006



BUTLER LARSEN PIERCE & COMPANY, INC.
STATEMENT OF FINANCIAL CONDITION

JANUARY 31, 2006
Assets

Cash $ 446,767
Receivable from Clearing Organization (Note 3) 320,643
Commission Receivable 29,529
Office Furniture, equipment, net of
accumulated depreciation of $111,237 0
Other Assets 24.705

Total Assets $ 821,644

Liabilities and Stockholders’ Equity

Accounts payable and accrued liabilities 360,307
Income Taxes Payable 23,720

Liability Subordinated to Claims
Of General Creditors 410,000
Total Liabilities $ 794,027

Stockholders’ Deficit:

Common Stock, no par value:

Authorized 500,00 shares,
Issued and outstanding — 31,000 shares $ 44,008
Retained Deficit <16,391>
Total Stockholders’ Equity § 27617

Total Liabilities and
Stockholders’ Equity $ 821,644

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



BUTLER LARSEN PIERCE & COMPANY, INC.

STATEMENT OF INCOME
For Year Ended January 31, 2006

Revenues

Commissions
Interest income
Other income

Total Revenues

Expenses

Employee compensation and related costs
Securities clearance

Communications

Occupancy and equipment

Depreciation

Promotion, Travel / Entertainment & Dues
Professional services

Other

Interest expense

Total Expenses
Income <loss> before income taxes
Income taxes expense (Note 6)
Net Income

Net Income per share

$ 4,476,212
6,440

1,980

$ 4,484,632

$ 3,060,126
126,485
542,118
245,586

8,756
334,504
77,496
30,608
37.669

4,463,348
21,284

18.800

2,484

$ 08

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



BUTLER LARSEN PIERCE & COMPANY, INC.
STATEMENT OF CASH FLOWS
For Year Ended January 31, 2006
Cash flows from operating activities:

Net Income <loss> (see Footnote) $ 2,484

Adjustments to reconcile net income to net
Cash provided by operating activities:

Depreciation and amortization 8,756
Decrease in commission receivable 26,412
Decrease in receivable from clients 358,942
Decrease in receivable from clearing organizations,
including deposits 621,658
Decrease in other assets 2,376
Decrease in payables to clients <358,245>
Decrease in accounts payable and Accrued liabilities <511,349>
Decrease in taxes payable <30,633>
Net Cash inflows from
Operating activities $ 120,401
Net increase (decrease) in cash $ 120401
Cash balance Beginning of Year $ 326,366
Cash balance End of Year $ 446,767
Supplemental information:
Income taxes paid $ 3883818
Interest paid $ 37,669

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



- BUTLER LARSEN PIERCE & COMPANY, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
For year ended January 31, 2006

Common Retained Stockholders’
Stock Earnings Equity .
Beginning Balance
January 31, 2004 $ 44,008 $ <18.,875> $ 25,133
Net Income <loss> 0 2,484 2,484
Balance January 31, 2005 $ 44,008 $ <16,390> $ 27617

The accompanying notes are an integral part of these financial statements.
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BUTLER LARSEN PIERCE & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
January 31, 2006

Note 1) Organization

Butler Larsen Pierce & Company, Inc. (the Company) was incorporated on May 9, 1977, and is
registered as a municipal securities broker under the Securities Exchange Act of 1934. The
company has elected to be treated as a “municipal securities brokers’ broker” pursuant to the
Securities and Exchange Commission’s Uniform Net Capital Rule 15¢3-1 (the Rule).

Note 2 Summary of Significant Accounting Policies

Office furniture, equipment, and software is depreciated using the straight line method over useful
lives of five to seven years.

Securities transactions are recorded on a trade-date basis.

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect reported amounts
of assets and liabilities and the reported amount of revenues and expenses for the reporting

period. Actual resuits could differ from those estimates.

Note 3) Securities Transactions

The Company arranges simultaneous purchases and sales of municipal securities on behalf of its
clients. Accordingly, any uncompleted transactions results in a client receivable which is
principally offset by a client payable. Transactions effected through clearing organizations are
reported on a net basis with such clearing organizations. Additionally the company maintains a
$ 320,643 deposit with clearing organizations, which is included in receivable from clearing
organization on the statement of financial condition.

Note 4) Subordinated Liabilities

Under the loan agreements with two stockholders, the Company borrowed a total of $410,000 on
an unsecured loan, subordinated basis. Loans totaling $100,000 bear interest at prime plus 3.0%
and are due in February 2007 and February 2008. Loans totaling $120,000 bear interest at prime
plus 3.0 % and are due July 2007. Loans totaling $120,000 bear interest at prime plus 3% and are
due February 2006. Loans totaling $70,000 bear interest at prime plus 3% and are due in July
2006. Because the loans are subordinated to the claims of general creditors, they qualify as
capital for regulatory purposes.

Note 5) Net Capital Requirements

The Company is required to maintain minimum net capital as defined by rule 15¢3-1 of the

Securities and Exchange Commission. The Company has elected to compute its net capital (as
defined) in accordance with paragraph (a) (8) of the Rule, which requires that net capital be no
less than 6 2/3 % of aggregate indebtedness (as defined) but in no case less than $150,000. At



January 31, 2006 the Company’s net capital was $412,913, which amount is $262,912 in excess
of the required net capital. The Company’s ratio of aggregate indebtedness to net capital also
may not exceed 15to 1. At January 31, 2006 the Company’s net capital ratio was 9.3 to 1.

Note 6) Provision for Taxes on Income

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, “Accounting for Income Taxes,” issued in February 1992.

The income tax provision of $18,800 consists of $12,500 Federal and $6,300 State taxes assessed
to the Company.

Note 7) Lease Obligation

The Company leases office space under non-cancelable leases. Rent expense for office space for
the year ended January 31, 2006 was $220,220. At January 31, 2006, minimum monthly future
payments under non-cancelable office space lease agreements are as follows:

For year ended Amount
January 31, 2007 $ 40,980 v
January 31, 2008 $ 41,200
January 31, 2009 $ 41,310
January 31, 2010 $ 41,530
January 31, 2011 $ 41,705
Total future minimum lease payments $ 206,725

Note 8) Pension Plan

The Company has a defined contribution pension plan for employees after one year’s service.
The Company makes monthly contributions to the accounts of each eligible employee based on
prescribed percentages of the participating employees’ compensation. Employee accounts are
self-directed by each employee. The contribution for the year ended January 31, 2006 was
$139,819 all of which was paid by January 31, 2006.



Firm Name: BUTLER LARSEN PIERCE & COMPANY, INC.
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FOCUS REPORT-PART II
As of January 31, 2006

Total Ownership Equity (o/e)
Deduct o/e not allowable for net capital

Total o/e qualified for net capital
Add:

a. Allowable subordinated liabilities
b. Other deductions or credits

Total cap and allowable sub-loans

Deductions &/or charges
a. Total non-allowable assets $ 24,705
b. Aged fail to deliver
1. Number of items

Total deductions and /or charges
Other additions &/or allowable credits
Net capital before haircuts
Haircuts on securities:
a. Contractual commitments
b. Subordinated debt
c. Trading and investment sec:

1. Exempted securities

2. Debt securities

3. Options

4. Other securities
Undue concentration
Other — Money Market Fund

o o

Net Capital

10

SCHEDULE 1
Page 1 of 3

FIRM ID: 0073889

$ 27,618

$ 410,000

$ 437,618

$ <24,705>

$ 412912



SCHEDULE 1

Page 2 of 3
FOCUS REPORT - PART I
January 31, 2006

Firm Name: BUTLER LARSEN PIERCE & COMPANY, INC.
11 Minimum net capital required 6 ** % of Al $ 25,601
12 Minimum dollar requirement 150,000
13 Net cap requirement (greater of Line 11 or 12) 150.000
14  Excess net capital (Line 10- Line 13) 262,912
15 Excess net capital @ 1000% (net cap — 10% of Al) 374,509
Computation of Aggregate Indebtedness
16  Total Al liability from Balance Sheet 384,026
17 Add:

a. Drafts for immediate credit

b. Market value of security borrowed where no equivalent

value is paid or credited

c. other unrecorded amounts
19  Total Aggregate Indebtedness 384,026
20  Percentage of aggregate indebtedness to net capital 93
21  Percentage of aggregate indebtedness to net capital after

anticipated withdrawals 112
Other ratios
29  Percentage of debt to debt-equity (15c#-1(d) ) 16

11



FOCUS REPORT - PART II
January 31, 2006

Firm Name: BUTLER LARSEN PIERCE & COMPANY, INC.

Scheduled Withdrawals:
Name of Lender Inside/Qutside Amount
Dane Larsen in $ 70,000

12

SCHEDULE 1
Page 3 of 3

Maturity Date
07/31/06



SCHEDULE I
BUTLER LARSEN PIERCE & COMPANY, INC.
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
FOR BROKER-DEALERS UNDER RULE 15c#-3
January 31, 2006
An exemption for Rule 15¢3-3 is claimed based upon section (k) (2) (i). The company acts
exclusively as a municipal securities “brokers’ broker” as defined in Rules 15¢3-1 (a) (8) and has

no customers as defined in the rule.

INFORMATION FOR POSSESSION OR CONTROL REQUIREMENTS UNDER RULE
15C3-3

Not applicable
All customers’ transactions cleared through another Broker/Dealer on a fully disclosed basis.
Sec# Name Product Code

45123 Southwest Securities Inc. All

13



SCHEDULE HII

BUTLER LARSEN PIERCE & COMPANY, INC.
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL
PURSUANT TO RULE 17a-5 (d) (4)

January 31, 2006

Net Aggregate Excess Net
Capital Indebtedness  Capital
Focus Report as originally filed $412,912 $ 384,026 $262912
As filed with audited _
Financial statements $412912 $ 384,026 $262912

14



SCHEDULE 1V

BUTLER LARSEN PIERCE & COMPANY, INC.
- STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

Beginning Balance,
February 1, 2005

Increases
Decreases

Ending Balance
January 31, 2006

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

For the Year Ended January 31, 2006

15

$ 410,000
0

0

$ 410,000



WIL.LLIAM WELDON SHIPp
CERTIFIED PUBLIC ACCOUNTANT

DALLAS YOUNG BUILDING
1964 MOUNTAIN BOULEVARD, SUITE 199
OARLAND, CA 9406l
(510) 3.309-80955

Independent Auditor’s Report in [nternal
Accounting Control Required by SEC Rule 17a-5

Board of Directors
Butler Larsen Pierce & Company, Inc.

[ have examined the financial statements of Butler Larsen Pierce & Company, Inc. for the
year ended January 31, 2006 and have issued my report thereon dated March 11,2006, AS part of
my examination, | made a study and evaluation of the Company’s system of internal accounting
control (which included the procedures for safeguarding securities) to the extent | considered
necessary to evaluate the system as required by generally accepted auditing standards. The
purpose of my study and evaluation, which included obtaining an understanding of the accounting
system, was to determine the nature, timing, and extent of the auditing prc cedures necessary for
expressing an opinion on the tinancial statements.

Also, as required by rule 17a-5 (g) (1) of the Securities and Exchange Commission, | have
made a study of the practices and procedures (including tests of compliance with such practice
and procedures) followed by Butler Larsen Pierce & Company, Inc. that [ considered relevant to
the objective stated in rule 17a-5 (g) (1) in making the periodic computations of aggregate
indebtedness and net capital under rule 17a-3 (a) (11), I did not review the practices and
procedures followed by the Company (I) in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13 or (ii)
in complying with the requirements for prompt payment for securities of Section § of Regulation
T of the Board of Governors of the Federal Reserve System because the Company does not carry
security accounts for customers or perform custodial functions relating to customer securities.

The management ot the Company is responsible for establishing and maintaining a system *
of internal accounting control 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 control procedures and of the practices and
procedures refereed to in the preceding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission’s above-mentioned objectives. The
objectives of a system and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition. and that transactions are exccuted
in accordance with management’s authorization and recorded properly to permit the preparation
of financial statements in accordance with generally accepted accounting principles. Rule 174 (5)
(g) lists additional objectives of the practices and procedures listed in the preceding paragraph.

16



WILLIAM WELDON Stiirr
CERTIFIED PUBLIC ACCOUNTANT

DALLAS YOUNG BUIHLDING
1964 MOUNTAIN BOULEVARD. SUITE 149
OAKLAND. CA 94611
(310 339-8055

Because of inherent limitations in any internal accounting control procedures or the
practices and procedures or the practices and procedures referred to above, errors or irregularities
may nevertheless 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 degree of compliance with them may deteriorate.

My study and evaluation made for the limited purpose described in tae tirst paragraph
would not necessarily disclose all material weaknesses in the system. Accordingly. I do not
~ express an opinion on the system of internal accounting control of Butler Larsen Pierce &
Company, Inc. taken as a whole. lowever, my study and evaluation disclosed no condition that [
believed to be a material weakness.

I understand that the 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 Exchange Act of 1934 and related regulations. and that
the 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 my study, |
believe that the Company’s practices and procedures were adequate at January 31, 2006 to meet
the Commission’s objectives.

This report in intended solely for the use of management and the Securities and Exchange
Commission and should not be used for any other purpose.

March 20, 2006
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