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Report of Independent Auditors

To the Members of
Dowling & Partners Securities, LLC

In our opinion, the accompanying statements of financial condition presents fairly, in all material
respects, the financial position of Dowling & Partners Securities, LLC (the "Company") at

December 31, 2006 and 2005, in conformity with accounting principles generally accepted in the
United States of America. This financial statement is the responsibility of the Company's management.
Qur responsibility is to express an opinion on this financial statement based on our audits. We
conducted our audits of this statement 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 this financial statement is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

@W&M P

February 9, 2007




Dowling & Partners Securities, LLC
Statement of Financial Condition
December 31, 2006 and 2005

Assets

Cash and cash equivalents

Deposits with clearing organization
Commissions receivable

Syndicate designation receivable
Securities owned, at fair value (Note 2)
Fixed assets (Note 3)

Other assets

Total

Liabilities and Capital

Liabilities
Incentive compensation payable
Accounts payable and accrued expenses
Distribution payable to Parent Company
Deferred revenue

Total liabilities
Member equity
Total

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

2

2006 2005
$ 18,996,155 $ 16,394,003
250,000 250,000
543,922 777,358
3,205,960 2,015,019
4,901,588 7,619,415
126,682 198,868
284,010 219,339
$ 28,308,317 $ 27,474,002
$ 5736942 $ 6,006,638
561,897 502,268
6,009,478 4,528,096
- 37,000
12,308,317 11,474,002
16,000,000 16,000,000
$ 28,308,317 $ 27,474,002




Dowling & Partners Securities, LLC
Notes to Statement of Financial Condition
December 31, 2006 and 2005

1. Summary of Significant Accounting Policies

Business

Dowling & Partners Securities, LLC (the “Company”) is a registered broker-dealer located in
Farmington, Connecticut that is a wholly-owned subsidiary of Dowling & Partners Holdings, LLC
(the “Parent Company”). Dowling & Partners Securities initiates securities transactions for a variety
of institutional clients on a fully disclosed basis. The Company is registered with the Securities and
Exchange Commission (SEC) and is a member of the NASD and the Securities Investors
Protection Corporation (SIPC). The Company does not receive customer funds or secunities during
the course of its operations and is exempt from the calcuiation of a reserve requirement pursuant to
Rule 15¢3-3 subparagraph (k)}(2)(ii) under the Securities Exchange Act of 1934,

Cash and Cash Equivalents
Cash and cash equivalents consist of amounts due from banks and cash on hand with the
Company's clearing broker.

Fixed Assets

Fixed assets are valued at cost, less accumulated depreciation. Depreciation is provided as
allowed for tax purposes. The differences between depreciation as allowed for tax purposes
methods and those using estimated usefu! lives under accounting principles generally accepted in
the United States of America is not maternial.

Securities

Securities owned and securities sold, but not yet purchased, are recorded on trade date and
marked to market at the end of the month and consist of corporate stocks which are classified as
trading securities and reported at fair value. The resulting difference between cost and fair value is
reported in earnings. Fair values are based upon quoted market prices.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the dates of the statements of financial
condition. Actual results could differ from those estimates.

Iincome Taxes

The Company made an election to be taxed as a Partnership for income tax purposes. This
election provides for net income or loss of the Company to be reported on the personal income tax
returns of the members. As a result, the Company pays no income tax on its income and receives
no income tax benefit from its losses.




Dowling & Partners Securities, LLC
Notes to Statement of Financial Condition
December 31, 2006 and 2005

2. Securities Owned

Securities consist of the following as of December 31:

2006 2005
Marketable equities securities $ 4196632 $ 7,066,266
Mutual funds 310,350 309,220
Treasury bonds 394,606 243,929
$ 490158 § 7619415

3. Fixed Assets
Fixed assets consist of the following at December 31:

2006 2005
Equipment $ 792,489 & 740,379
Furniture and fixtures 453,590 453,590
Leasehold improvements 17,390 17,390
1,263,469 1,211,359
Accumulated depreciation (1,136,787) (1.012,491)
Total $ 126,682 § 198,868

Concentration of Credit Risk and Off-Balance-Sheet Credit Risk

The Company maintains cash and cash equivalent balances at financial institutions in excess of
federally insured limits. At December 31, 2006 and 2005, uninsured cash and cash equivalent

balances aggregated $18,896,155 and $16,294,003, respectively.

The Company, as part of its normal brokerage activities, assumes short positions in securities sold,
but not yet purchased. The establishment of short positions exposes the Company to off-balance-

sheet risk in the event the securities prices increase, as the Company may be obligated to acquire

the securities at prevailing market prices.

Pursuant to its agreement with a carrying broker, the Company would be financially responsible to
compensate the carrying broker for losses suffered as a result of doing business with the
Company's customers. Such potential losses represent off-balance-sheet risk to the Company.
The Company has a policy of reviewing, as considered necessary, the credit standing of each
customer with whom they conduct business. The Company maintains a required deposit of at least
$250,000 ($250,000 as of December 31, 2006) held with the carrying broker. As the right to
charge the Company has no maximum amount and applies to all trades executed through the
carrying broker, the Company believes there is no maximum amouni assignable to this right. At
December 31, 2006, the Company has recorded no liabilities with regard to the right.




Dowling & Partners Securities, LLC
Notes to Statement of Financial Condition
December 31, 2006 and 2005

5. Net Capital

The Company, as a registered broker-dealer in securities, is subject to the Uniform Net Capital
Rule (the “Rule”) under the Securities Exchange Act of 1934, Under the Company’s current
operations, such Rule prohibits the Company from engaging in any securities transactions unless
minimum net capital of the greater of 6-2/3% of aggregate indebtedness or $100,000 is maintained.
Additionally, the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15
to 1. The Rule also requires that equity capital may not be withdrawn or cash dividends paid if net
capital is less than 120% of the Company's minimum net capital requirement or its ratio of
aggregate indebtedness to net capital.

At December 31, 2006, the Company had net capital of $13,077,324 and a minimum net capital
requirement of $765,464. The ratio of aggregate indebtedness to net capital was .88 to 1 at
December 31, 2006.

6. Related Party Transactions
The Company currently leases office space from an entity owned by certain of the Company's
members. Rent expense for this lease amounted to $276,324 and $207,328 during 2006 and
2005, respectively.

7. Commitments
Lease Commitments
The Company leases certain of its offices under operating leases which contain renewal options for
periods up to five years at the then fair market rents. Rent expense under these leases was

approximately $462,488 for the year ended December 31, 2006.

As of December 31, 2006, future minimum lease payments under noncancellable leases were:

Year Amount
2007 $ 296,338
2008 303,051
2009 275,922
2010 214,062
2011 53,779
$ 1,143,152




