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i OATH OR AFFIRMATION
! RUSSELL (LA'RRY) DORN ____, swear (or affirm) that, to the best of
mzmy knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
DORN_& CO.. INC. - as
£ DECEMBER 31] : , 2006 , are true and correct. [ further swear (or affirm) that

NONE
I
L
) Signature
R Y LORIJ MITTELSTADT -
; L‘g}. NCTARY,  PUBLIG—MINNESOTA é & D
"‘/\QLCommlssmn Expures JAN 311 2011 Tl

]W)(,’

v “’Notary %ubhc i

Facing Page

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.

Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computanor} of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
Informatlon!ReIatmg to the Possession or Control Requirements Under Rule 15¢3-3,

A Reconcili:lttion including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computatmn for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

A Reconmhatton between the audited and unaudited Statements of Financial Condition with respect to mcthods of
consohdation

- (1) An Qath or Aff'rmhnon
Ol m) A copy of tl'}e SIPC Supplemental Report.

D (n) Areportdescribing any mater:al inadequacies found to exist or found to have existed since the date of the previous audit.
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. 1 INDEPENDENT AUDITOR’S REPORT!

r
The Board of Directors

'Dorn & Co Inc.
' Fergus Falls MN

l
I
| o

We have addited the" ;accompanying statement of financial condition of Dorn '& Co., Inc. as of December 31,
2006, and the related statements of income, changes in retained earnings, and cash flows for the year then
ended that you are f' iling pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the’ respons:blhty of the Company’s management. Our responsnb:hty is to express an oplmon on
these ﬁnancra] statements based on our audit.

We conducted our audlt 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 ﬁnanc:al statements are free of material misstatement. An audit includes consideration of
internal control over financial reporting as a basis for de51gnmg audit procedures that are appropriate in .
the crrcumstances l?ut not for the purpose of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we do not express such an oplmon An audit also
includes e)'('amlmng', on a test basis, evidence supporting the amounts and disclosures in the financial
statements’ assessing the accounting principles used and significant estimates made by management, as
well as evaluatmg tthe overall financial statement presentation. We’ beheve that our audit provides a
reasonable| basis forj our Opmlon
In our. 0pmlon the financial statements referred to above present fatrly, in all material respects the
financial posmon of Porn & Co., Inc. as of December 31, 2006, and the results of its operations and its
cash ﬂowsI for the years then ended in conforrmty with accountmg prmmples general]y accepted in the
United States of Amenca :
. ;' .

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The mformatlon contained in Computation of Net Capital Reconciliation, Trading and Investment
Securities, and Insurance In Force is presented for purposes of additional analysis and is not a reqmred part

of the basnc ﬁnancml statements, but is supplementary information requrred by Rule 17a-5 under the

t

_Securities and Exchange Act of 1934. Such information has been sub_]ected to the audrtmg procedures

applied mlthe audlt of the basic financial statements and, in our opinion, is fairly stated in all materlal
respects in relatlon to the basic financial statements taken as a whole.

% %%/‘/

Fargo, North Dakota
Februa.ly 23 2007 '
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| I
CURRENT ASSETS E ‘
Cash and cash equivalents
Accounts recelvable f

; DORN & CO.,
: BALANCE SHEET
|

ASSETS

Brokers and dealers - open transactions

Tradmg recewable f
Dam tradmg recelvable

Tradmg and' mvestment securities, at market

Prepald expenses |

Total Current Assets
PROPERTY AND EQUIPMENT
Office eqmpment |
Leasehold 1mproveme'nts

Less accumu]ated deprecnatlon

Total Pro;gerty and Equlpment

OTHER ASSETS g
Investment m antiquejpersonal property
Cleanng deposnt

Total Other Assets i
| |

|
|
|
l

2

INC.

See accompanying Notes to Financial Statements.

December 31

2006 '

$ 26,641

18,765
23,674
69,040
250,230

3.209 .

$ 391,559
$ 210,354
354.590 "
$ 564,944 .
(384.248)
"$ 180,696 -
$ 42871
25.000
_67.871
$_. 640,126



DORN & CO., INC.
BALANCE SHEET

:i  LIABILITIES AND STOCKHOLDER’S EQUITY
CURRENT LIABILITIES
Accounts payable
Lme—of—crefht payable
Vendors trade obligations
Accrued payroll taxes
Accirued expenses

Total Current Liabilities

STOEKHOLI?ER’S EQUITY
Common stock

Par value $10

Authv::onzte;d| 25,000 shares

Issued and Outstandmg 6, 000 shares
Retamed earf]mgs

Tptal Stoclkholder’s Equity

3

[ See accompanying Notes to Financial Statements.

December 31

2006__

$ 25,000

7,030

11,283
. 31,088
$ 74401
'$ 60,000
505,725
$ 565725
§ 640,126

-4 e e —e e e e
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DORN & CO., INC.
STATEMENT OF INCOME

: I
INCOME |
Gain on sale and holding of trading account securities
Commissions on security sales

Comm1ssu'ms and concessions on mutual funds
Annunty fees

Dmdends[ and interest earned

. Total In{lcome
EXPENSES
Salaries and commissions
Executwe
Reglstered representative
Office and clerical
Payro]l taxes
Advertlsmg
Bank service and clearing charges
Deprematlon
Client expense/expos
Utllltles and building occupancy

- Llcenses bonds and insurance

Membershnps books, dues and subscriptions
Office supplles and expense

Postage

Professwnal serv1ces

Rents

Travel and entertainment

Telephone

Employee benefits

Proﬁt sharing trust contributions

Interest

i Total Expenses
¥ [

IN;COME (LOSS) BEFORE PROVISIONS FOR INCOME TAXES
' i

, ¢

PROVISIONS FOR INCOME TAXES
b !

NE_T INCOME (LOSS) FOR YEAR

b
L
|

4

F

[

|
; | See accompanying Notes to Financial Statements.
' |

|

|

|

i

{

Year ended
December 31
2006

$ 99,957
43,763
604,931
12,976

15505

$ 777132

$ 135,000
115,883 -
140,330
27,026
30,394
35,948
15,267

16,729 -
20,865
13,838
15,360
17,397
.. .8,003
51,543
72,000
7,166
7,787
2,160.
46,247

2.128

$_ 781071

b | (3.939)

$ 300

§ (4239 -
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|
i | |
: } DORN & CO,INC.
I Ir STATEMENT OF CHANGES IN RETAINED EARNINGS
: Year ended
: ‘ + December 31
I 2006
I RETAINIlijD EARII}IIN_GS - beginning of year ' $ 509,964
:? |f ;
NET INCOME (L_?SS) o - | (4239)
| RETAINED EARNINGS - end of year ' $ 505725
1 o
. I
| |
|
1 "
f
: : i
. l
. |
| n f
:
n : |
1 |
|
!
| .
|
_ |.
W ]
I o
f
3
. |
I |
!
i.
" |
I ! “ See accompanying Notes to Financial Statenients.
|
A - 5
i! |
| |




|\ , DORN & CO., INC.
, ~ STATEMENTS OF CASH FLOWS
|

|
CASH FLOWS FROM OPERATING ACTIVITIES
Cash recelved from customers and clients
Cash payments to brokers, vendors and employees
Interest and dividends received
Interest paid [

Incqme tax pfald

Net Cash P%'ovided {Used) by Operating Activities-

' t
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Purchase of other asset

O
Net Cash (Used) by Investing Activities

NET"INCREASE IN CASH

CASH begn&mng of year

CASH - end olf year

CASH AND CASH EQUIVALENTS
Operatmg acciount ‘

Tot_al Cash alnd Cash Equivalents ’

: |
|
|
|I
f

|
]

y See accompanying Notes to Financial Statements.

6

Year ended
December 31
2006

$ 3,689,423

(3,668,338)

15,505

(2,128) .
(300)

3 34162

$ (17,876)
(9.828)

$ (27,704)
$ 6,458

20,183

§ 26641

$ 26641
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{ DORN & CO., INC.
STATEMENTS OF CASH FLOWS

RECONCILIATION OF NET INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES '
Net income (loss)
Ad_] ustments to Reconcile Net Income(Loss) to Net Cash Prowded
1 (Used}) by Operating Activities
Deprecnatlon
Changes in assets and liabilities
(Increz'tse) decrease in accounts receivable
(Increase) decrease in trading account
- (Increase) decrease in prepaid expenses
E, Increa'se (decrease) in accounts payable
" Increabe (decrease) in payroll taxes
. Increalse (decrease) in other liabilities

|
Total Adjustments

NET CAS[H PROVIDED (USED) BY OPERATING ACTIVITIES

|
1
|
g
|

|
|
|
|
|
!
k
|

-7

e

. See accompanying Notes to Financial Statements.

Year ended
December3]
__2006___

- $ (4,239)

15,267

(63,765)
288,795
850
(203,814)
(1,237)

2,305

3 38.401




l DORN & CO., INC.
| NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

. J ) ' :
NOTE 1 - NATURE OF BUSINESS AND SUMMARY OF SlGN]FICANT ACCOUNTING POLICIES

i

Nature of Business - The Company's business activities consist pnmanly of the purchase and sale
of Istocks, bonds and mutual funds on its own behalf and as broker or agent for others and the

.underwntmg of certain securities issues. ' The Company has a' Principal's license to operate

principally .m the states of Minnesota, North Dakota, and South Dakota The Company is a
regrstered insurance agent in the State of Minnesota. Records are mamtamed on the accrual basis
whereby re'venues are recognized as they are earned and expenses are reported as they are
mcurred Secunty—related transactions are recorded on the basis of trade dates.

|
Secuntles Cleanng During 1999, Dorn & Co., Inc. completed the conversion from a self-
cleanng broker to becoming fully-disclosed through RBC Dain Correspondent Serv1ces (DCS), a
leiISIOH of RBC Dain Incorporated, a Minnesota corporatlon

Securities Insurance - Securities held in custody by DCS (the company’s clearing ﬁrm) are
protected up to a total of $99,500,000 per account. Of this total Securities Investor Protection
Corporatron (SIPC) provides $500,000, of which $100,000 may be in cash The remarmng
$99,000,000 of coverage on securities only is provided by DCS 'through ‘a commercial insurer.
Investment‘ Access and RBC Dain Retirement accounts are protected up to a total of

$400 000 090 The account protection applies when a SIPC member firm fails financially and is
unable to meet obligations to securities customers, but it does not protect agamst losses from the

" rise and fall in market value of investments.

Tradmg Securities - - Trading securities are valued at quoted market values.. Unrealized gains and
losses are included in operations. Unrealized losses on trading account securities total $10,471 at
December 31 2006. Inventory apprecratlon of $711 has been reflected in operations of the year

7 ended Decémber 31, 2006.

j 1

Property_snd Equipment - Property and equipment is recorded at cost less accumulated -

.depreciation to date. Depreciation is computed by the Accelerated Cost Recovery System

(ACRS) method and the Modified Accelerated Recovery System (MACRS) method tising
estimated u‘seful lives of 3 to 39 years. :

k ‘ * [ '
Investmenttis The Company's investment in antique personal property is valued at cost. Market
value is not available for these assets. No depreciation is prov:ded since they are deemed to have
retlalned thelr value. : ' '

Cash and Cash &ulvalen - For purposes of the statement of cash flows the Company considers
alllhlghly liquid debt instruments purchased .with a maturity of three months or less to be cash
equwalents Cash flows from purchase and sales of debt and equ1ty securities carried in the
tradmg account are classified as operating activities. Customer and broker accounts and short-

‘ term borrmgvmgs having original maturities of three months or less are reported net.

Use of Estimates - The preparatlon of financial statements in conformnty with generally accepted

aclcountmglprmclples requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Income Ta;(eg - The amount of current and deferred taxes payable or refundable is recognized as
of the date of the financial statements, utilizing currently enacted tax laws and rates. Deferred tax
expenses or benefits are recognized in the financial statements for the changes in deferred tax
llabllmes or assets between years. Deferred tax assets are reduced by a valuation allowance when,

the opmlon of management, it is more likely than not that some or all of the deferred tax assets
Wlll not be real1zed :



| DORN & CO., INC.
NOTES TO FINANCIAL STATEMENTS
| DECEMBER 31, 2006

NOTE 2 - LINE 01!* CREDIT

The Company has an unsecured revolving line of credlt with Bank of the West of Fergus F alls in
the amount[of $100,000. As of December 31, 2006, $25,000 was outsmndmg The current interest
rate on the loan was 7.75%.

"NOTE 3 —;1NCOME TAXES

I
Income tax expense (benefit) has been computed at the statutory rates applicable during the years.
The components of taxes on income for the year ended December 31, 2006'are as follows:
. December 31
) | ‘ ' 2006
_ Ir; Current: b
o Federal R 0
T State 1300
g | Deferred tax expense (benefit) (800)
Valuation allowance . 800
Tax Provision Q@‘

As of December 31, 2006, the company had a federal state net operatmg loss carryforward, whlch
may be applled to future taxable income of $104,863 and begin to exptre in2015.

|
At December 31, 2006, deferred tax assets recognized for deductlble net operatmg loss

canyforwards totaled $19,700. The deferred tax benefits have been offset in total by valuatlon

allowances" : _
|
[

'NOTE 4 - PROFITlSHARJNG TRUST FUND

The Compztny has adopted a non-contributory profit sharing plan covermg all full-time
employees with one or more years of service, to which it has been paying a'cash amount
approxnnatmg 15 percent of the eligible salaries of those employees who have fulfilled the length
of| service requlrement Contributions to the plan are discretionary and totaled $46,247 for 2006.

NOTE 5 - NET CA'PITAL REQUIREMENTS _
As a reglstered Broker-Dealer Dom & Co., Inc. is subject to the requlrements of Rule 15(c)3 1 of
the Securmes Exchange Act of 1934. The basic concept of the rule is liquidity, its object being to
requnre a Broker—Dealer to have at all times sufficient liquid assets'to coverits current
mdebtedness Specifically, the rule requires a self-clearing broker to maintain a minimum of
$250,000 in net capital, and prohibits a Broker-Dealer from permitting its aggregate indebtedness
tolexceed fifteen times its net capital as those terms are defined. Although Dom & Co., Inc. is no
longer self-cleanng, it still has chosen to maintain a minimum net capltal of $250,000 in order to
actas a prmc:lpal At December 31, 2006, aggregate indebtedness and net capital were $74, 399
and $322, 686 respect:vely, a ratio of 0.23to 1. :




| DORN & CO., INC..
1 NOTES TO FINANCIAL STATEMENTS
| ' DECEMBER 31, 2006

NOTE 6- RELATED PARTY TRANSACTIONS

| "
The Company maintains its offices in a building owned by its sole shareholder, and paid $72 000
for rent in 2006 The building is leased on a month to month basis, ‘and the Company pays all’
occupancy costs
8! il
Corporate mdebtedncss at Bank of the West of Fergus Falls, is personally guaranteed by the
Company's ’solc shareholder.

T

NOTE 7 - CREDIThRISK

1

Amounts on deposit in the corporation bank account frequently exceeded the FDIC coverage for
deposrtors | This results in a credit risk as defined by Financial Accounting Standards Board -

' 0p1n10n No 105. Amounts on deposit with RBC Dain are covered by Securities Investor

Protectlon Corporatlon {SIPC) as disclosed in Note 1, Securities Insurance

! I’
Other fmanclal instruments subject to off- balancc sheet credit risk include accounts receivable,
an'd tradmg and investment securities. The Company does not require collateral or other security
to support 1 recewables At December 31, 2006, the Company had accounts receivable from
broker/dcalcr open transactions of $23, 674 respectively. :

The value of trading and investment secuntles is based on market values of the specific i issues and
thus subject to market ﬂuctuatlons

NOTE 8 - FAIR VALUE OF FINANCIAL INSTRUMENTS

i |
For most ﬁLancnal instruments owned by the Company, including cash, accounts receivablé and

payable, arllld notes payable, the fair value approximates their carrying value because of their .
short—term nature or because their interest rates are equal to current market rates. Trading and

mvestmenthecuntres are valued on the financial statements at current market. values as of -
December 3 1,2006. Such market values represent a fair value of these financial instruments. It
was not practrca] to estimate the fair value of investment in antique personal property because a
hn'nted market exists for their sale or resale, :

4; S
|
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| DORN & CO., INC.

| COMPUTATION OF NET CAPITAL RECONCILIATION
!
|
1

DECEMBER 31, 2006
TOTAL STOCKHOLDERS’ EQUITY - per balance sheet : $ 565725
DEDUCTIONS [ : " |

‘ Unallowable Assets _ .

Prepald expenses o § 3,209

Property and equ:pment net of accumulated depreciation : . 180,696

Investment in anthue personal property 42,871

i. . i[ .

Halrcuts on Trading Account Securities . 7

Mummpal bond{s ' _ $ 16,265

Total Deductions § 243041

NET CAPITAL | - o $ 322,686

TOTAL LIABILITIES - per balance sheet _ . 74,401

DEDUC_'llI‘IONS I - SR 0

AGGREGATE INDEBTEDNESS ' . 3 74401
I | ' . ' i '

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL ' 023101

‘ 1
o
|

F .
P |
1 The abave ccmputahon of net capital was compared to the computation of net capital for the December 3] 2006 FOCUS ﬁlmg and

1o matcrial d.lﬂ'erencm ::xnsted
't 1

See Independent Auditors' Report.
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CORPORATE STO

None held|1

MUNICIPAL BONDS
Maple Grove MN l‘HeaIth Care Bonds, 4.25%, $1 85,000 par value

DORN & CO., INC.
TRADING AND INVESTMENT SECURITIES
DECEMBER 31, 2006

North St Paul Maplewood ISD #622, 4. 125%, $60,000 par value

Hopkins MN ISD #270 G.0O. Bonds, 4. 125%, $10,000 par value

CORPORATE BONDS

. None held

Total

See Independent Auditors' Report.
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| Market

_Value _Cost

i
'$181,611  $ 181,300
" 58785 58,369
9,834 . 9,850
$249519




EMPLOYEES

BUSINESS OWNER’S POLICY

: | |
STOCKBBOKERSI

SECURITY BOND

MAIL

|

|
|

|
f
|
|
i
|
b
i
;
|
|
|
|
|
|

DORN & CO., INC.
INSURANCE IN FORCE
DECEMBER 131, 2006

Worker’s compensation
Profit Sharing Blanket bond

Business liability

Medical expense

Tenant’s fire, legal
Hired/non-owned autos
Building replacement
Business personal property
Valuable papers

Business interruption
Outdoor signs

Blanket bond (10M deductible)
Fidelity and deposit (5SM deductible)

Audit expense coverage
Unauthorized signatures

North Dakota blue sky

Seaboard Security STAMP (M deductlble) -

First Class mail/Certified mall/Ovemlght

Non-negotiable
Negotiable

See Independent Auditors' Report..
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Statutory
100M

1,600M
M

50M
1,000M
381,300
102,600
10M

12 months

" 5M

300M
25M
25M
25M

25M
100M

5,000M
5,000M
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. INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
. l R

!

The Board of Directors ;
Dorn & Co Inc. [ ) ' !
Fergus Falls, MN ’ ‘ '

: . S

.. '
In planning and performmg our audit of the financial statements and supplementary schedule of Dorn &
Co., Inc. for the year ended December 31, 2006, we considered its internal control, including control
activities for safeguardmg securities, in order to determine our auditing procedures for the purpose of

i
expressing our opmlon on the fmanclal statements and not to provide assurance on internal control.

Also, as requlred by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have
made a stuldy of the practices and procedures followed by Dorn & Co., Inc. 1ncludmg tests of such
practices and procedures that we considered relevant to the ob_lectwes stated in Rule 17a-5(g), in
making the’ penodlc computation of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and
for determmmg cornphance with the exemptive provisions of Rule 15¢3- 3 Becauise the Company does
not carry securlty accounts for customers or perform custodial functions relatmg t0 customer securities,
we did not rewew:the practices and procedures followed by the Company in making the quarterly
securities exammatlons counts, verifications and comparisons; in recordation of differences required
by Rule 17a—13 and in complying with the requirements for prompt payment for securities under
Section 8 of FederaI Reserve Regulation T of the Board of Governors of the Federal Reserve Systemi.
The management of Dorn & Co,, Inc. is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this respon51b1hty, estimates and
judgments by management are requn‘ed 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 responsrbrhty are safeguarded against loss from unauthorized
use or dlsposmon and that transactions are executed in accordance with management‘s authorization .and
recorded properly toipermlt the preparation of financial statements in accordance Wlth accounting principles
generally accepted in ' the United State of America. Rule 17a-5(g) lists additional objectwes of the practices and

procedures listed in tlpe precedmg paragraph.

} | PEOPLE. PRINCIPLES. POSSIBILITIES:
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Because of uﬂlerentvllmrtatlons in internal control or the practlces and procedures referred to above, error
-or fraud may occurjand not be detected. Also, projection of any evaluation of them to future perlods is
subject to ithe risk] that they may become inadequate because of changes in conditions or that the

effectweness of their design and operation may detenorate
I

Our consrderat:on of internal control would not neeessanly disclose all matters in internal control that mlght
be matenal weaknesses under standards established by the Amencan Institute of Certified Public
Accountants A material weakness is a condition in which the design or operatlon of the speclﬁc internal -
control components does not reduce to a relatively low level the risk that error or fraud in.amounts that
would be matenal in relation to the financial statements being audited may occur and:not be detected within
a timely penod by employees In the normal course of performing their assrgned functions. However, we
noted no rn'atters mvolvmg intemnal control, including control activities for safeguarding securities that we -
consider tolbe materlal weaknesses as defined above

I | '
- We understand that practlces and procedures that accomplish the objectives referred to in the seeond

paragraph c 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
accomphsh such ob_lectlves in all material respects indicate a material 1nadequacy for such purposes.
Based on.this understanding and on our study, we believe that Dorn: & Co., Inc.’s practices and

' procedures were adéquate at December 31, 2006 to meet the SEC's objectwes

! !
o |
This report is 1ntended solely, for the use of management, the Securities and Exchange Commission, the

. National Assomatlon of Securities Dealers, Inc. and other regulatory agencies that rely on Rule 17a-5(g) -

under the Securmes 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.

S

Fargo North Dakota
February 23 2007
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