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IndyMac Secuntles Corporation
FIRM 1.D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No) e
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| OATH OR AFFIRMATION

5

Kevin N. Callan

1, , swear (or affirm) that, to the best of

* my knowtedge and Belief_f the accompanying financial statements and supporting schedules pertaining to the firm of

IndyMac Securities Corporation . » ,as
of December, 31 2008

, 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:

il
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« Signature

' Chief Executive Officer

MM@W  peen

\_. Notary Public
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This report ** contains {check all applicable boxes):
() Facing Page’

(b} Statement of Financial Condition,

{c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietor's Cap:tal
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g9 Computation lof Net Capital.

(h) Computat:on for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
aom Information Relaling to the Possession or Control Requirements Under Rule 15¢3-3.

OCA0O0DdARAA

O () 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 15¢3-3.

O (k) ‘A Reconciliation between the audited and unaudited Statements of Flnanmal Condition with respect to methods
of consolidation. . -

()  An.Oath or Affirmation.

0O (m) Acopyof thé SIPC Supplemental Report.

O (n) Areport deséribing any material inadequacies found to exist or found to have existed since the date of the
previous auqit.

M (o) Independent auditor's report on intemnal control.

0O (p) Schedule of segregation requirements and funds in segregation — customers’ regulated commodity futures

account purSuant to Rule 171-5.
‘t
o :
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

)
The Board of Directors and Stockholder
IndyMac Securitiés Corporation

We have audlted the accompanying statement of financial condmon of IndyMac Securities
Corporation (the Compa.ny) as of December 31, 2006, and the related statements of income and
retained eammgs' and cash flows for the perlod from March 31, 2006 through December 31,
2006. These ﬁnanc1al 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 om‘ audit in accordance with the standards of the Public Company Accounting
Oversight Board (Umted States). Those standards require that we plan and perform the audit to
obtain reasonab]e assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Company s internal control over
financial reportmg Our audit included consideration of internal control over financial reporting
as a basis for de51gn1ng audit procedures that are appropriate in the circumstances, but not for the
purpose of expressmg an opinion on the effectiveness of the Company s internal control over
financial repomng Accordingly, we express no such opinion. An audit also includes examining,
on a test basis, ev1clence supporting the amounts and disclosures in the financial statements,
assessing the accountlng principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis fpr our opinion.

P
In our opinion, the financial statements referred to above present falrly, in all material respects,
the financial posmon of the Company at December 31, 2006, and thé results of its operatlons and
its cash flows for the period from March 31, 2006 through December 31, 2006 in conformity
with U.S. generally accepted accounting pnncxples.

I
Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole The information contained in Schedules I and Il is presented for purposes of
additional analysrs and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.
Such mformanorf has been subjected to the auditing procedures applied in our 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.

: é/wvut ¥ MLLP
February 26, 2007

A member firm of Ernst & Young Global Limited



IndyMac Securities Corporation
| Statement of Financial Condition

December 31, 2006

Assets .
Cash and cash equivalents
Receivables frorré brokers, dealers, and others
Other assets
Total assets
j

Lial?ilities and s:;tockholder’s equity
Liabilities:

Accounts payaiale, accrued expenses, and other liabilities

Stockholder’s eq{lity:
Common stock!-(l,OOO shares authorized, issued and
outstanding; $.01 par value)
Additional paid-in capital
Retained eamir}gs
Iy

Total liabilities a;nd stockholder’s equity

See accompanying notes.

$ 4,770,000
251,000
18,000

$ 5,035,000

$ 37,000

1,000
4,999,000
2,000

5,002,000

$ 5,039,000




Statement of Income and Retained Earnings

IndyMac Securities Corporation

Period from March 31, 2006 (date of NASD approval) through December 31, 2006

Revenues !
Commissions
Interest income ‘l
Profit from undet;'writing and selling groups

Total revenues *

|
|

Non-interest exill)enses

Reimbursable operating expenses and management fees

NASD fees

Professional serv'ices

Other ‘

Total non-interest expenses

Income before iriicome taxes

Provision for income taxes

Net income ﬁ

!
Retained caming’s at March 31, 2006

Net income !
Retained earnings at December 31, 2006

1
g
See accompanying notes.

153,000
144,000
35,000

332,000

227,000
43,000
35,000
23,000

328,000

4,000
2,000

o3

2,000

2,000

2,000




IndyMac Securities Corporation

Statement of Cash Flows

t
Period fror'h March 31, 2006 (date of NASD approval) through'December 31, 2006
|

[
Cash flows from"operatmg activities

Net income ‘ $ 2,000
Adjustments to reconcile net income to net cash
used in operating activities:
Changes in assets and liabilities:
(Increase) decrease in:

Recelvables from brokers, dealers, and others (251,000)
Other assets (18,000)
Increase (decrease) in:
Accounts payable accrued expenses and other liabilities 37,000
Net cash used in operatmg activities and decrease .
in cash and cash equivalents (230,000}
Cash and cash equlvalents at March 31, 2006 | 5,000,000
Cash and cash equwalems at December 31, 2006 $ 4,770,000
i

See accompanying notes.
!

1

!

I

1
¥



IndyMac Securities Corporation

Notes to Financial Statements

Period frofn March 31, 2006 (date of NASD approval) th:ougﬁ December 31, 2006

1. Organization

IndyMac Sccurltles Corporation (the Company), a wholly-owned subsidiary of IndyMac Bank,
F.S.B. (the Parent) was approved on March 31, 2006 as a reglstered broker and dealer in °
securities under ithe Securities Exchange Act of 1934 and as a member of the National
Association of Securities Dealers, Inc. The Company is a full- -service brokerage and investment
bankmg firm enéaged primarily in the institutional brokerage busm‘ess including underwriting
services. ‘
The Company w1ll clear its securities transactions on a fully dlsclosed basis through ADP
Clearing and Outsourcmg Services, Inc. (the Clearing Broker). |

||

2. Significant Accountmg Pohcnes

1
)
Commissions am| recorded on a trade date basis.

Cash and cash iequwalents include a demand and money market account with a financial
institution. Interest income is earned on the money market account and is accounted for on an
accrual basis. +]

‘i
Investment bankmg revenues include gains, losses, and fees, net of, syndicate expenses, arising
from securities offenngs in which the Company acts as an agent. Investmem banking revenues
are recorded at the time the underwriting is completed and the revenue is reasonably
determinable. |,'

The preparationg of the financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect
amounts reported in the financial statements and accompanying notes Management believes that
the estimates utxhzed in preparing its financial statements are reasonab]e and prudent. Actual
results could dlffer from these estimates.

¢
3. Receivables from Brokers, Dealers, and Others

[
Receivables from brokers, dealers, and others represents an mterest earning margin deposit of
$251,000, 1nclud1ng accrued interest. The interest rate earned on the deposit was 3.65% as of
December 31, 2006.

Ln
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IndyMac Securities Corporation

‘ Notes to Financial Statements (continued)

|
4. Income Taxes,
!
The Company 153 included in the consolidated federal income tax return filed by IndyMac
Bancorp, Inc. (Bancorp) the parent of the group to which the Company and Parent belong.
Federal income téxes are calculated as if the Company filed a separate federal income tax return.
The Cornpany generally files separate state and local income tax retuli'ns but, where applicable, is
included in the cqnsolldated or combined state income tax return ﬁled by Bancorp. If included in
a combined retum state and local taxes are calculated as if the Company filed a separate state

income tax return ,

The components ;I:of income tax expense for the period from March 31, 2006 (date of NASD
approval} through December 31, 2006 are as follows:

Current: !‘.
Federal : $ 2,000
State '

$ 2,000

There are no deferred federal and state income tax expenses.

I

)
5. Commitment§ and Contingencies
The Company entered into a four-year contract with the Clearing Broker in November 2006.
Minimum fees over the contract term aggregate to $398,000. The Company may terminate the
contract with a 60 day advance notice and the payment of a termination fee, which is based on a
sliding scale. Durmg the first year, the termination fee is $100,000 and after the first year, the
termination fee would be equal to 70% of the monthly minimum fee.

The Company has no outstanding litigation or trades that have not yet settled.
6. Related Party, Transactions

The Company pelld $227,000 during the period from March 31, 2006 (date of NASD approval)
through December 31, 2006 to its Parent in accordance with the Expense Agreement (the
Agreement) dated February 7, 2006. The Agreement requires the Company to pay the Parent a
monthly amount*equal to 90% of net revenues, defined as revenues less direct expenses. The




IndyMac Securities Corporation

Notes to Financial Statements (continued)

6. Related Party Transactions (continued)

I
Agreement provxdes examples of direct expenses, such as commissions, registration and
licensing fees, ac?ountlng and legal fees, and insurance premiums. The Agreement provides that
the Parent pay for all expenses related to the formation, orgamzatlon and registration of the
Company, office(space, engagement of employees, and other operational support. The term of
the Agreement is for one year, subject to successive one year renewal options by mutual consent
of the parties.

u'
Included in other, assets is a receivable of $18,000 from the Parent for interest eamed on the
money market account. During the period from March 31, 2006 (date of NASD approval)
through Decembctr 31, 2006, interest earned on the money market account was $143,000.

i
7. Net Capital Requirements
The Company is, sub_]ect to the Securities and Exchange Comm1ssmn (the SEC) Uniform Net
Capital Rule (Rule 15c3-1). The Company computes its net capltal requirements under the
alternative method provided for in Rule 15¢3-1.

At December 31 2006, the Company had net capital of approx1mate1y $4,984,000 which was
$4,734,000 in excess of the required net capital of $250,000.

Under the cleanng arrangement with the Clearing Broker, the Company is required to maintain
net capital at a minimum of $1,000,000. At December 31, 2006, the Company was in compliance
with this requirement.
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Schedule ]
, IndyMac Securities Corporation
'Computation of Net Capital Pursuant to Rule 15¢3-1
December 31, 2006
Computation ¢ of net capital
Total stockho]der s equity $ 5,002,000
Deductions from stockholder’s equity -
Total regulatory capital 5,002,000
Deductions and/or charges:
Nonal]owable assets:
Other assets $ 18,000

Total deductions and/or charges 18,000
Net capital - $ 4,984,000
Computation‘bf alternative net capital requirement
Net capital requirement (minimum) $ 250,000
Excess net ca_pital $ 4,734,000

There were no material differences between the audited Computation of Net Capital
included in thzs report and the corresponding schedule included in the Company’s
unaudited December 31, 2006 Part IIA FOCUS filing.



Schedule 11

IndyMac Securities Corporation

Statement Regarding Rule 15¢3-3

December 31, 2006

The Company is ff:xcmpt from Rule 15¢3-3 of the Securities and Exchange Commission under
paragraph (k)(2)(i1) of that Rule.
L
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i’IERNST& YOUNG & Ernst & Young 1P & Phone: (213)977-3200

725 South Figueroa Street WWW.EY.COM
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Supplementary Report of Independent Registered Public Accounting Firm
on Internal Control Required by Rule 17a-5

Board of Dlrectors and Stockholder
Indeac Secuntles Corporation

|
In planning andi; performing our audit of the financial statemerits of IndyMac Securities
Corporation (the Company) as of December 31, 2006 and for the period from March 31, 2006
through December 31, 2006 in accordance with the standards of the Publlc Company Accounting
Oversight Boardl‘(Umted States), we considered its internal control over financial reportlng
(internal control)l as a basis for designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but not for the purpose of expressing an oplnlon on the
effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the Company’s internal control.

Also, as requrred by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding securities. The study included 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)(1 1)-and for determining compliance with the exemptive provisions of rule
15¢3-3. Becausenithe Company does not carry securities accounts. for customers or perform
custodial functions relating to customer securities, we did not review the practices and
procedures follov.'red by the Company in any of the following:

1

1. Making quarterly securities examinations, counts, verifications, and comparisons and -
recordatiq;n of differences required by rule 17a-13
|
2. Complyinjg with the requirements for prompt payment for securities under Section 8 of
Federal Keserve Regulation T of the Board of Governors of the Federal Reserve System

l
The managementiof the Company is responsible for establishing and maintaining internal control
and the practlces and procedures referred to in the preceding paragraph In fulfilling this
responsibility, estrmates 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 ObjeCtl\’CS of internal control and the
practices and procedures are to provide management with reasonable but not absolute assurance
that :assets for whrch the Company has responsibility are safeguarded against loss from
unauthorized use or disposition, and that transactions are executed in accordance with
management’s authorlzatlon and recorded properly to permit the preparation of financial
statements in conforrmty with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

i

i

10

A member firm of Ernst & Young Global Limited

t




i’l ERNST& YOUNG & Ernst & Young LLP
_l

E '
Because of mherent limitations in internal control and 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 perlods 1s subject to the risk that they may become inadequate because of changes in
conditions or that,the effectiveness of their design and operation may deterlorate

A control deﬁc1ency exists when the design or operation of a control does not allow management

or employees, in, 'the normal course of performing their assigned functions, to prevent or detect -

misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control dcﬁ01enc1es that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with general]y accepted accounting
pr1nc1ples such that there is more than a remote likelihood that a ‘misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control A material weakness is a significant deficiency, or combination of
significant deﬁcrenmes that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity’s internal control.

I
Our consrderatron of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be matenal weaknesses. We did not identify any deficiencies in internal control and
control activities' for safeguarding securities that we consider to be material weaknesses as
defined above.

1
We understand that practices and procedures that accomplish the Ob_]eCT.IVCS referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with Ithe Securities Exchange Act of 1934 and related regulations, and that practices
and procedures that do not accomplish such objectives in all materlal respects indicate a material
inadequacy for sﬁch purposes. Based on this understanding and on our study, we believe that the
Company’s practlces and procedures, as described in the second paragraph of this report, were
adequate as of .; December 31, 2006 and for the period from March 31, 2006 through
December 31, 2096 to meet the SEC’s objectives.

This!report is mtgnded solely for the information and use of the Board of Directors, management,
the SEC, Natronal Association of Securities Dealers, Inc. (NASD), 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 specrﬁed parties.

! Ganet + MLLP
February 26, 2007 B /
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