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) IQL_E/MPElN & WILLINGHAM, LLP

Certified Public Accountants

INDEPENDENT AUDITORS’ REPORT

Bullish Bob ;:Bagley Securities, Inc.
Dallas, Texas

We have audited the accompanying statement of financial condition of Bullish Bob Bagley
Securities, Inc. as of September 30, 2006, and the related statements of loss, changes in
shareholder's equity, changes in liabilities subordinated to claims of general creditors, and
cash flows for the year then ended that you are filing pursuant fo rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company’'s: management. Our responsibility is to express an opinion on these financial
statements based on our 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 a test basis, evidence supporting the amounts
and disclosures of 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 provides 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 Bullish Bob Bagley Securities, Inc. as of September 30, 2006, and the
results of its operations and its cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in the supplemental information section is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplemental 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 our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

owmgoint Wilkignam , LP

Qctober 13, 2006
Dallas, Te_xas

14902 Preston Road Suite 404 PMB #347 Dallas, Texas 75254 Phone 469.222.3990 | Fax 972.250.2234
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Statement of Financial Condition
September 30, 2006

BULLISH BOB BAGLEY SECURITIES, INC.

ASSETS

CURRENT ASSETS
Cash

lnvestme::rnts
Deposits:

TOTAL CURRENT ASSETS

FURNITURE AND EQUIPMENT
Office furniture and equipment
Less accumulated depreciation

NET FURNITURE AND EQUIPMENT

I
¥

OTHER ASSETS
Deferred tax asset (net of allowance of $14,328)

1

CURRENT I;IABILITIES
Margin debt

SHAREHOLDER'S EQUITY -
Common stock (10,000 shares authorized,
1,000 shares issued and outstanding,
$1.00 par value)
Additional paid in capital
Retained eamnings

TOTAL SHAREHOLDER'S EQUITY

'
|
il

i
i The accompanying notes are an integral part

' of these financial statements.

2

LIABILITIES AND SHAREHOLDER'S EQUITY

$ 131,513
{(30,681)

9,000
109,832

67,508

. 65136
2,462

$ 112,294

$ 30,681

1,000
7,001

73,612
81,613
$ 112,294



BULLISH BOB BAGLEY SECURITIES, INC.

Statement of Loss
For the Year Ended September 30, 2006

INCOME
Fees

OPERATING EXPENSES

Clearing expenses

Depreciation expense

Interest expense
Rent expense

Other operating expenses
TOTAL OPERATING EXPENSES

OPERATING INCOME

OTHER INCIOME (EXPENSE)
Unrealized loss on investments
Dividendé paid on short investments

TOTAL OTI-;!ER INCOME (EXPENSE)

NET LOSS BEFORE BENEFIT
OF INCOME TAXES

i
]

£

BENEFIT OF INCOME TAXES

NET LOSS !
' ;

i
i
-
i

e

g

[

The accompanying ﬁotes are an infegral part

of these financial statements.

3

$ 87,350

2,016
1,749
1,199
30,000
48,201
83,165

4,185

(15,208)
(407)
(15,615)

(11,430)

$ (11,430)




BULLISH BOB BAGLEY SECURITIES, INC.
. Statement of Changes in Shareholder's Equity
- For the Year Ended September 30, 2006

Number .
Of Common Paidin. Retained
Shares Stock Capital Earnings Total
BALANCE, September 30, 2005 1,000 $ 1,000 - $ 7,001 $ 85,042 $ 93,043
Net Loss . : - . (11,430) (11,430)
BALANCE, September 30, 2006 1,000 $ 1,000 ~ $ 7.001 $ 73,612 $ 81,613

e e - 1 NE-BCCOMPANYING NOtES are-an-integral:part== - === = = famme S TS T e R
. - of these financial mnmﬁa:mim.

4

|




' BULLISH BOB BAGLEY SECURITIES, INC.
Statements of Changes in Liabilities
Subordinated to Claims of General Creditors
For the Year Ended September 30, 2006

i
I
[

BALANCE, beginning $
Inqreases
Decreases
i

BALANCE, ending $

I

The accompanying notes are an integral part
i of these financial statements.
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BULLISH BOB BAGLEY SECURITIES, INC.
Statements of Cash Flows
For the Years Ended September 30, 2006

' CASH FLOWS FROM OPERATING ACTIVITIES

Net loss ., ' $ (11,430)
Adjustments to reconcile net loss to net cash prowded
by operatlng activities

Depreqatlon 1,749
Unrealized loss on investments | 15,208
Changes in assets and liabilities ‘
Increase in margin debt 15,206
Net cash flows provided by operating activities - 20,733
NET INCREASE IN CASH . 20,733
CASH, beginning | : 110,780
CASH, endirig | | $ 131,513

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS
Cash pald for interest $ 1,199

: The accompanying notes are an integral part.
; of these financial statements.
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BULLISH BOB BAGLEY SECURITIES, INC.
! Notes to Financial Statements

j

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Oannization and Line of Business '

1!
Bu“ISh Bob Bagley Securities, Inc. (the Company) was mcorporated in Texas on
May 12, 1989. The Company provides smaII and middle-market business and
middle-income individuals brokerage services. :

Eétimates

The preparation of financial statements in conformlty with accounting principles
generally accepted in the United States of Amenca requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the
reportlng period. Actual results could differ from those estimates.
‘ |
Commissions Income J

Commissions are recognized as income on a trade date basis.
! !

_P_ﬁperty and Equipment

Fumlture and equipment are stated at cost. The cost of maintenance and repairs is
charged to expense as incurred and betterments are capitalized. Depreciation is
computed using an accelerated method over estimated useful lives ranging from five
to seven years. For the year ended September 30, 2006, depreciation expense was
$1.749.

(Continued)

7 '




BULLISH BOB BAGLEY SECURITIES, INC.
Notes to Financial Statements (Continued)

NOTE B - NET CAPITAL |

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Federal income Tax

The Company accounts for federal income taxes under the provisions of SFAS No.
109 which requires the recognition of deferred tax assets and liabilities for the future
tax consequences attributable to differences 'between financial statement carrying
amounts of existing assets and liabilities and their respective tax basis. In addition, the
recognition of future tax benefits, such as net operating loss carryforwards, are
required to the extent that realization of such ber)eﬂts are more likely than not.

: !

Pursuant to the net capital provisions of rule 15c3-1 of the Securities Exchange Act
of. 1934, the Company is required to maintain a minimum net capital of $25,000, as
defined under such provisions. Net capital will fluctuate .on a daily basis. The
Company had net capital of $59,208 at September 30, 2008.

NOTE C - FEDERAL INCOME TAX AND DEFERRED FEDERAL INCOME TAX

The Company follows SFAS No. 109, "Accountlng for Income Taxes", which requires
the establishment of a deferred tax asset and liability for the recognltlon of future
deductions or taxable amounts and operating loss and tax credit camyforwards.
Deferred federal income tax expense or benefit is recognized as a result of the change
in‘the deferred asset or liability during the year using the currently enacted tax laws
and rates that apply to the periods in which they are expected to affect taxable income.
Valuation allowances are established, if necessary, to reduce the deferred tax asset to
the amount that will more likely than not be realized.

Temporary differences giving rise to the deferred tax asset consist of differences in
depreciation methods for federal income tax and financial reporting purposes,
unrealized gain or loss on fungibles and hedglng activities, and operating loss
carryfonNards
1!
Th!e Company has net operating losses in the amount of $40,936 to offset against
future income income. These net operating |osses begin to expire in 2022, At
September 30, 2006, the net operating losses gave rise to a deferred tax asset and
related valuation allowance in the amount of $14,328.

i

1
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i
] BULLISH BOB BAGLEY SECURITIES, INC.
p Notes to Financial Statements (Continued)

i
a .
I

NOTE

|

i
]
D - COMMITMENTS AND CONTENGENCIES
- The Company leases office space month to month basis. The rent is currently

" $2,500 per month. For the year ended September 30, 20086, the Company
i recorded rent expense in the amount of $30,000.
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Computation of Net Capital
: September 30, 2006

! BULLISH BOB BAGLEY SECURITIES, INC.

TOTAL SHAREHOLDER'S EQUITY

ADD LIABILITIES SUBORDINATED TO CLAIMS
OF GENERAL CREDITORS

TOTAL CAPITAL AND ALLOWABLE SUBORDINATED
LIABILITIES

DEDUCTIONS
Non-allowable assets

NET CAPITAL BEFORE HAIRCUTS ON
SECURITIES POSITIONS

HAIRCU:TS ON SECURITIES

NET CAi:’lTAL
RECONiCILIATION WITH COMPANY'S COMPUTATION
(Included in Part Il of Form X-17a-5
as of September 30, 2006)

NET CAPITAL -
As reported in Company's Part ||
(unaudited) focus report

ADJUSTMENTS, rounding L
;
NET CAPITAL

i
i

; The accompanying notes are an integral part

él of these financial statements.

; 11

81,613

81,613

2,462

79,151

19,943

59,208

59,208

99,208
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BULLISH BOB BAGLEY SECURITIES, INC.
Computation of Basic Net Capital Requirement
September 30, 2006

MINIMUM NET CAPITAL REQUIRED

MINIMUM DOLLAR NET CAPITAL REQUIREMENT
OF REPORTING DEALER

NET CAPITAL REQUIREMENT

EXCESS NET CAPITAL

i

EXCESS ‘;NET CAPITAL AT 1000%

i
‘.l

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

f 12

25,000
25,000
34,208

59,208



j BULLISH BOB BAGLEY SECURITIES, INC.
! Computation of Aggregate Indebtedness

, September 30, 2006

TOTAL AGGREGATE INDEBTEDNESS LIABILITIES
FROM STATEMENT OF FINANCIAL CONDITION
’
ADD :
Drafts for immediate credit
Market value of securities borrowed for which
 no equivalent value is paid or credited
Other unrecorded amounts

TOTAL AQGREGATE INDEBTEDNESS

PERCENTAGE OF AGGREGATE INDEBTEDNESS
TO NET CAPITAL

PERCENT;‘\GE OF DEBT TO DEBT EQUITY TOTAL
COMPUTED IN ACCORDANCE WITH RULE 15¢3-1(d)

e;‘, 13

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

0%

N/A




Reconciliation of Non-Allowable Assets
September 30, 2006

I
I
%i BULLISH BOB BAGLEY SECURITIES, INC.

NON-ALLOWABLE ASSETS
(Included in Part |l of Form X-17a-5 as of

September 30, 2006)

ROUNDING:

NON-ALLOWABLE ASSETS
(Included in Company's audited financial statements)

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

14

$ 2,462

$ 2,462
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KREMPEIN &« WILLINGHAM. LLP

Certified Public Accountanis

INDEPENDENT AUDITORS’ REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Bullish Bob Bagley Securities, Inc.
Dallas, Texas

In planning and performing our audit of the financial statements and supplemental schedules
of Bullish Bob Bagley Securities, Inc. (the Company), for the year ended September 30, 2006,
we considered its internal control, including control activities 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), we have
made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g)
in making the periodic computations of aggregate indebtedness {(or aggregate debits) and net
capital under rule 17a-3(a){11) and for determining compliance with the exemptive provisions
of rule 15c3-3. Because the Company does not carry securities accounts for customers or
perform custodiai functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparlsons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System ‘

The management of the Company is responsible for establishing and maintaining internal
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 controls and of the practices and procedures referred to
in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal
control and the practices and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responsibility are safeguarded

(Continued)
s -

14902 Preston Road | Suite 404 | PMB #347 | Dallas, Texas 75254 | Phone 469.222.3990 | Fax 972.250.2234




* INDEPENDENT AUDITORS’ REPORT ON INTERNAL
ACCOUNTING ‘CONTROL REQUIRED BY SEC RULE 17a-5 (Continued)

h

against loss from unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to permit the preparation
of financial statements in conformity with generally accepted accounting principles. Rule 17a-
5(g) lists addltlonal objectives of the practices and procedures listed in the preceding
paragraph. ',

Because of mherent limitations in internal control or the practices and procedures referred to
above, error or fraud may occur and not be detected. Also, projection of any evaluation of
them to future periods is subject to the risk that they may become inadequate because of
changes in cqndmons or that the effectiveness of their design and operation may deteriorate.

Our consideration of internal control would not necessarily disclose all matters in internal
control 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 control components does not reduce to a relatively
low level the risk that error or fraud 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 internal control, including control activities for safeguarding securities that we
consider to bé 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 SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures were adequate at September
30, 20086, to meet the SEC's objectives.

ThIS report I$ intended solely for the information and use of the Board of Directors,
. management,;the SEC, and other regulatory agencies that rely on rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
not intended to be and should not be used by anyone other than these specified parties.

f | m@"" 34 \S.\\\nS«\dm ,uf

October 13, 2006
Dallas, Texas
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