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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Dbg:ge(/um—h@ G.Q mFQm‘pLL;/)’) OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO,

1550 Sounth Tech Lane
(No. and Street}

Meridian ID 83642
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Jdosh Hoffman (208) 955-9913

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Eide Bailly

(Name - if individual, state last, first, middie name)

877 West Main St., Suite 800, Boise ID 83702
(Address) (City) {Stote) (Zip Code)

CHECK ONE:

3 Certified Public Accountant PROCESSED

O public Accountant

L 06
[0 Accountant not resident in United States or any of its possessions. 2007
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FOR OFFICIAL USE ONLY EINANGIAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and dirfumdances fd on as the basis for the exemption. See Section 240.17a-5(e)(2)
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OATH OR AFFIRMATION

I Josh Hoffman , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

DBSI Securities Corporation , as
of December 31 ,20 06 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:

0.'.'

Siﬂlatu(:e’
Chief Financial Officer
Title

S’Q'Zorz

gpert ** contains (check all applicable boxes):

Facing Page.

} Statement of Financial Condition.

{c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g} Computation of Net Capital.

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. i

{1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

00K O O00G0OCGOCGKE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).
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INTERNAL CONTROL REPORT

Board of Directors
DBSI Securities Corporation
Boise, Idaho

In planning and performing our aud1t of the financial staternents and supplemental schedule of DBSI Securities
Corporation (the Company) for the years ended Decernber 31, 2006 and 2005, we considered its intemal controt, -
mcludmg control activities for saféguarding securities, in order. to determine our- audmng procedurcs for the_ )
urpose of cxprcssmg our opinion on the ﬁnancml statements and not to prowde assurancc on mtcmal control '
Also,; as r:quu'ed by ru[e l7a—5(g)(l) of thc Secunncs and Exchangc Com:mssmn (SEC) we have madc a study L
of the practices and procedurcs fo]lowcd by the Company mcludmg tests'of such practtccs and proccdurcs that we -

considered relevant to thé ‘objectives stated in rule . 17a—5(g) in makmg the penodlc computanons of aggregate Lo
] mdebtedness (or aggrcgate debits) and net: capxta] undet rule 17a-3(a)(1 1) ‘and-for determmmg complla.nce w1th-i‘ B
“"the exemptwe provisions of rule 15¢3-3. Becaus: the Company dges not carry, securities accounts for custorfiers 7

. .or perform custodial’ functlons relating to customer sccunt:es we -did not review thc practlces and procedurcs:
followed by thc Cornpany in any of thc followmg : '

Regulatmn T of thc Board of Govemors of thc Federal Rcscrve‘- Systcm :

R The management of the Company is responmble for estabhshmg and mamtammg 'ititernal ‘confrol and the{
. practices‘and procedtres: referred to in the precedmg paragraph In’ ﬁrlﬁlhng this rcsponmbihty éstimates; and -

~-judgments by management are rcquucd to-assess the expected benefits and related costs ‘of controls: and ‘of ‘the _. T

‘practices’ and’ procedures’ réferred to in the precedmg paragraph and to ‘assess- whether those t)racnces and
procedures can be expected io achjeve the SEC's above-men‘noned obJecnves Two of the, ObJBC'[lVCS of. mtcmai
- control and the practices and procedures are to provide managemcnt with reasonablc but not absolute assurance “.

that assets for which the Company “has respon51b1hty are safcguarded againist Ioss from Lmauthonzcd use or-

dmposmon and that transactions ate 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 172-5{g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

PEOPLE. PRINCIPLES. POSSIBILITIES.
www.eidebailly.com 1
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Because of inherent limitations in internal control or the practices and procedures referred to above, error ar 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 conditons or that the effectiveness of their design and
operation may deteriorate.

Our consideration of internal control would not necessarily discloge all matters in internal control that might be
material wealmesses 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 teduce to a relatively low level the risk that error or fraud in amounts that would be material in relation 10 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 the following matters involving internal
controls and the accounting system and their operation that we consider to be material weaknesses as defined
above. These conditions were considered in determining the nature, timing, and extent of the procedures to be
performed in our audit of the financial statements of DBSI Securities Corporation, for the year ended December
31, 2006, and this report does not affect our report thereon dated February 27,2007.

Description of Material Weakness

During the course of our engagement, we proposed material audit adjustments that would not have been identified

as a result of the Company’s existing intemal controls, and therefore resulied in a material rrusstatement of the
Company's financial staternents.

.. Corrective Action _ . :
‘AThc Cornpany does have formahzcd closmg proccdurcs however these procedures do not. mcludc a dctalled

_review_of bills paid aftzr the period end for jtems-that shouId ‘have been accrued in the ‘prior period. The . . '
Compa.ny will add this review of the bills paid subscquent to'the ‘period end to its hst of quarterly and annual

closing procedures. The. Company 1s also currently in the proccss of hmng one addmonal accountant to ensure
o the proper Icvel of supemmon and review is. cornpletcd I i

“We understand that practu:es ind procedures that accomphsh I.he ObJCCﬂVCS rcfcrred to in the second paragraph of”

'th1s repmt are considered by the SEC to be adequatc for its purposes in. accordance w1th the Secunnes Exchange S

Act of 1934 and related: regulanons and that practices and’ procedurcs that-do’ not: accomphsh such ob]cctlves m
all matenal respccts mchcatc a matenal madcquacy for such purposcs’ Baszd on thI.S und_crstandmg and. on. our

_-_:»-of regxstcred brokers and dcalers and is not: mtendcd to bc and should nGt bc. uscd by anyone othcr than these"'
‘spcmﬁcd pames

Boise, Idaho
February 27,2007
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
DBSI Securities Corporation
Boise, Idaho

We bave audited the accompanying statements of financial condition of DBSI Securities Corporation as of
December 31, 2006 and 2005, and the related statements of income; changes in stockholders' equity, and cash -
flows for the years then ended that. you are filing pursuant to rule 17a-5 under the Securities Exchange Act of -
1934, These financial statements are the respoasibility of the Company's management Our. rcsponmblhty i5to -
. eXpressan Opmmn on thesa financia! statements bascd on our audits. '

We conducted our audits in accordance with aud1tmg ‘standards genera]ly accepted in the Umted States of _'
Asmerica. Those, standards require that' we plan and: perform the audit to obtain reasonable assurance about L
whethcr the financial statements are ﬁ-ee of material misstatement: An audit includes consaderahon -of mtemal.",'

"+ control over financial reportmg asa ba51s for dcsxgmng audtt pruccdu:es that are appropriate.in the Glrcumstanccs a

but.nat for the purpose of expressing ‘an opinion on ‘the effectiveness of the Company’s ‘internal control over, - R
fmanmal rt:pomng Accorchngly, we _do not express. such: an, opinion. An audit also includes examining, on atest

 basis, ewdencc supporting the amounts and disclosures in the financial staternents, assessing the, accmmtmg‘_‘
pnnmplcs used and 51gmﬁcant estimates’ made by managcmcnt as well as. evaluatmg the overa]l ﬁnancxal'
statemcnt presentauon We hehcve that our auchts prowdc: a rcasonable basm for our opmtou B

ur opimlon, the ﬁnancxal statements rcferrcd to. above present falrly, in- all matcnal respccts thc ﬁnancml .
posmon of DBSI Sccurltlcs Corporatlon at. Dcccmbcr 31; 2006 and 2003, and the results of their: operatlons and‘:

+;- their cash flows for the yf:ars thcn cnde.d m conforrmty thh accountmg pnnc:lples gencrally accepted in thc:"
: UmtcdStatesofAmenca TR L o L -
Our audlts were- conducted for the purpuse Gf formmg an opmmn on the. basw financial statemcnts taken as a
“whole. “The information contmned in the Computation of Net ‘Capital Under Rule 15C3-1 of the Securities and
Exchangc Cormmssmn is prescnted for purposes ‘of additional analysis and'is not a 'required part of the basic .
financial statements, but i 1s m:pplementa:y information requu-ed by rle 17a- 5 under the Securities Exchange Act
-.0f1934; Such information has been subjected to the auditing procedurcs applied in the audit of the basic financial

staternents and, in our opinion, is fairly stated in all material respects in relation to the basic {inancial statements -
aken as 2 whale,

é@/ﬁ«/@u%’

Boise, Idaho

February 27,2007 PEOPLE. PRINCIPLES. POSSIBILTIES.
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DBSI SECURITIES CORPORATION
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2006 AND 2005

ASSETS

CURRENT ASSETS
Cash
Accounts receivable

Total current assets

Software, at cost, net of accumulated amortization of $39,182

'LIABILITIES AND STOCKHOLDERS' EQUITY

| CURREN'T LIABILITIES
Accounts payablc .

i STOCKHOLDERS' EQUII‘Y 5 ,
Common stock, $1 par value, 5,000 shares ; authonzed 248

e "'ijAddmonaI paxd—m capltaI

See Notes to Financial Statements

sharcs lssued 85,and 90 shares outstandmg, respectwcly' .

2006 2005

$ 205821 $ 53,708
924,297 86,077
1,130,118 139,785
102,418 -

$ 1232536 3 139,785

$ 82038 5 81270
1,573,663 1,163,663
(460,601)- - - (46,300)
(702 749)\ __(1,058938)" .
410393 U sR s

5. 1235%

o8 . 139785

%0




DBSI SECURITIES CORPORATION
STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2006 AND 2005

REVENUE
Commissions

Total revenue
EXPENSES
Administrative
Salaries and wages

Licenses and fees

Total expenses

" NET INCOME (LOSS)

See Notes to Financial Statements

2006 2005
15,859,586  $ 18,797,758
15,859,586 18,797,758
12,793,321 116,666,118
2,594,129 2,805,881
115,947 186,590
15,503,397 19,658,589
356,189 . $  (860,831)




DBSI SECURITIES CORPORATION
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2006 AND 2003

Additional
Common Paid in Retained Treasury
Stock Capital Eamings Stock Total

BALANCE, DECEMBER 31, 2004 s 90 $ 263663 S (198,107) S (45,3003 S 19346

Contributiens - 900,000 - . 900,000

Net loss - . (860,831) - (860,831
BALANCE, DECEI;-{BERBI.ZOUS 90 1,163,663 (1,058 938) (46,300) 58513

Purchase of treasury stock . ). Co. | . (414301 (4]4,306)‘

Capital contribution . 410000 . | - 410,000
" Netincome ST : ,556,13'9:-_-". L - K _..."."i35-6,189
BALANCE Dscéﬁia'sasx,mg}" ' s RN |

Bs 5 LST66) S (102749) S (460.601) 5 - 410398

£

See Notes to Financial Staternents



DBSI SECURITIES CORPORATION
STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2006 AND 2005

CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss)

Adjustments to reconcile net income to net

cash provided (used) by operating activities
Amortization

Changes in assets and liabilities
Accounts receivable
Accounts payable

NET CASH PROVIDED (USED) BY OPERATING ACTIVIT [ES

CASH FLOWS FROM INVESTING ACTIVITIES
 Purchase of software

| NET CASH USED By INVESTDJG ACTIVH‘HES
. Casy FLOWS FROM FD\IANC]'NG ACTrvas

- Payment of note payable
Owner conmbutmns

NET CASH, PROV]DED (USED) BY FINANCING Acnvrrms

900,000+ .-

2006 2005
356,189 (860,831)
39,182 .
(838,220) (86,077)
740,868 59,763
298,019 (887,145)
(141,600) -
_(141,600) " - )
(414306) AR
4100ao Do
(4,306) 37_")_. L

_NETINCR.EASEINCASH

‘-'&'CASH BEGINNING oF YEAR

o 'CASH, END OF YEAR

S et

T -SUPPI_EMENTAL DISCLOSURE OF CASH FLOW INFORMATION
o Noncash ﬁnancmg activities.”

Purchasc of treasury stock W1th note payable tO rclated party

See Notes to Financial Staternents

414306 .y
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DBSI SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

NOTE 1 - NATURE OF ORGANIZATION AND OPERATIONS

The DBSI Securities Corporation (the “Corporation”) was designed for the marketing of the securities of affiliated
companies.

Income Recognition

The Focus reports, books, and records of the Corporation are maintained on the accrual basis (for financial
reporting according to generaily accepted accounting principles).

Income Tax Status

The Corporation, with the consent of its stockhalders, has elected to have its income for the years ended
December 31, 2006 and 2005 taxed under section 1372 of the Internal Revenue code and 2 similar section of the

" state income tax law, which provide that, in lieu of corporation income taxes, the stockholdcrs are taxed ‘on their
proportionate shares of the Corporation’s taxable income.

Use of Estimates

The: preparatlon of ﬁnanc:al statéments in conforrmty with genera]ly accepted accountmg pnnmplcs requires i

management to make est:mates and assumptlons that affect’ the rcportcd amounts of assets and liabilities and Lo
‘disclosure of contingent assets and liabilities at the date of the financial statetnents and the rcported amounts of

mvenucs and cxpenses dunng thc ttportmg penod Actual rcsu‘[ts could dlffcr from those estlmatcs

Cash and Cash Equ:valenrs

- Cash and cash eqmvalents gcncrally cons1sts of cash on hand cash m ban.ks and other mvestments W1th an o

' ,orlgwai matunty of threc months or less

i_fAdvertwmg Coszs

-_Adverﬁsmg costs are charged to opcratlons 1n the year mcurred 'I‘he advernsmg costs mcurrcd for thc Years
""._;'.ended Decembcr 31 2006 and 2005 Were $491 536 and $27 371 respectwe]y

'Websﬁe dcvelopment and rrmmtcnance costs are expensed to operatlons or cap1tal1zed and amomzed over the ;
cxpected uscful life of the asset in accordancc with EITF 00-2 and Sop 98- 1.

NOTE2- STATEMENT OF CHANGES IN LIAB]LIT[ES SUBORD[NATED TO CLAIMS OF -
GENERAL CREDITORS ‘

As of December 31, 2006 DBSI Securities Corporation did not have any subordinated liabilities, thercforé a

Statement of Changes in Liabilities Subordinated to Clalrns of General Creditors has not been included in this
financial report,

(continued on next page) _ R




NOTES TO FINANCIAL STATEMENTS

NOTE 3 - PROCEDURES FOLLOWED FOR SAFEGUARDING SECURITIES

Due to the nature of the practice of the Corporation, the Corporation does not hold funds or. securities of
customers. Since the Corporation does not receive funds or securities, a review of procedures for safeguarding
securities was not included within the scope of this audit under Rule 15¢3-3.

NOTE 4 - TREASURY STCCK

Treasury Stock is shown at cost and at December 31, 2006 and 2005 consists of 163 and 158 shares of common
stock, respectively.

NOTE 5 - RELATED PARTY TRANSACTIONS

DBSI Realty Corporation, a commonly held company, provides office space and record keepmv to the
Corporation.

All receivables and revenues recorded as of and for the years ended December 31, 2006 and 2005 were from

 related parties. As of December 31, 2006 and 2003 525,000 and $0, rcspectlvely, of the reccwablc balancc was -
-due from an cmployec . -

) 'The Corporatlon and other entities vnth wh1ch it does busmcss are under common contro[ The exlstcncc of that

© control could result in operating’ results 'or financial position of the cnnty 51gn1ﬁcantly dlffcrcnt from those that
3 'would havc been obtamcd if the entmcs ‘were autanomous

: NOTE 6 NET CA.PITAL REQUIREMENTS

---Pmsuant to° the net cap1tal requu'ernents of Rule 15¢3-1 of the Secunnes and - Exchange Act of 1934 ‘the’ -,
U ‘Corporat:on is requu‘ed to mamtam a‘minimum net capital, as defined under such’ provusxons “Net capltal and the - ol
¢1fclated net caplta] ratio - may’ ﬂuctuate on a daily:basis. . ‘At Dcccmbcr 31, 2006 the’ Corporatlon hada net capltal Lo

- of 5282, 980 and net capltal requlremcnts of $54, 809 Thc Corporatlon does not have any.custodlan accounts or
-"'vestorfundsheld . _7. . . .

. _jNOTE 7 CONCENTRATIONS OF CREDIT RISK

= ‘~Thc Corporatmn is subjcct to conccntratlons of crcdlt nsk assocxatcd w1th cash and cash equlvalents Cash is 4T
' maintaiied ‘in Boise - -area financial iristitutions and is- 1nsurcd up.to the $100,000 limit by FDIC: Unmsurcd

“deposits totaled $283 088 at December 31, 2006. At December 31, 2005, c!ep051ts totahng 851, 573 were fully '
"msured
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DBSI SECURITIES CORPORATION

SCHEDULE I - COMPUTATION OF NET CAPITAL UNDER RULE 15

AND EXCHANGE COMMISSION
YEAR ENDED DECEMBER 31, 2006

C3-1 OF THE SECURITIES

Net capital
Total stockholder's equity
Less nonallowable assets

Net capital

Ageregate indebtedness
Accounts payable and accrued liabilities
Computation of basic net capital requirement
Base minirnum net capital required
Calculated minirum net capital rcqulred
Excess net capitat
Excess net capital at 1000%

Ratio: Aggrcgatc mdebtedness to net capital

Reconc1hat1on w1th company 5 camputatlon

th cap1ta1 per Part 1 ofForm X-17a-5; as ungmally ﬂled
Net yea.r cnd Bd_]ustmcnts P

3 410,398

127,418
5 282,980
3 822,138
$ 5,000
$ 34,809

$ 228171
$ 200,766

291 to 1 _
5 149220 -
133760 -
L $° 282980 -

10



