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OATH OR AFFIRMATION

L, THOMAS G DONOVAN . swear {osaffirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
DOLPHIN SECURITIES, INC. , a8

of MAY 31 ,2007 , are true and correct. 1 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:

NONE —

O

" Signature

TREASURER

Title

|

Notary Public GINNY HARRIS

Ry Commission # 1498300
il Notary Public - Caillomia £
oy Orange County

55 My Comm. Expires Jul 30, 2008

This report ** contains (check all applicable boxes): E4

(a) Facing Page. ]

(b) 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.

(h) 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.

(i) 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} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

B
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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Suzanne L. Edwards
Certified Public Accountant

Independent Auditor's Report

Board of Directors
DOLPHIN SECURITIES, INC.

I have audited the accompanying balance sheet of Dolphin Securities, Inc. as of May 31, 2007 and 2006,
and the related statements of income, changes in stockholder’s 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 responsibility of the Company’s management. My responsibility is to
express an opinion on these financial statements based on my audit.

1 conducted my audit in accordance with U.S. generally accepted auditing standards. Those standards
require that I plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatements. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in 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. 1 believe that my audit provides a reasonable basis for my
opinion,

In my opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Dolphin Securities, Inc. as of May 31, 2007 and 2006, and the results of their
operations and their cash flows for the years then ended in conformity with U.S. generally accepted
accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in the accompanying schedules on pages 8 through 11 is presented
for purposes of additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by Rule 17a-5 under the Securities and Exchange Act of 1934.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

Bl i

Suzanne L. Edwards, CPA
Huntington Beach, California
July 15, 2007
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DOLPHIN SECURITIES, INC.
BALANCE SHEET
MAY 31,2007 AND 2006

ASSETS

Current Assets:
Cash and Cash Equivalents
Accounts Receivable
Total Current Assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

Current Liabilities:
Accrued Liabilities
Total Current Liabilities

Total Liabilities
Stockholder's Equity:

Common Stock
Retained Earnings

Total Stockholder's Equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

2007 2006
86,696 82,923
33,293 9,727

119,989 92,650

119,989 92,650
44,244 27,773
44244 27,773
44,244 27,773

2,000 2,000
73,745 62,877
75,745 64,877

119,989 92,650

The accompanying accountant's report and notes are integral parts of this statement.
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DOLPHIN SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEARS ENDED MAY 31, 2007 AND 2006

Common Retained
Stock Earnings Total
Balance - May 31, 2005 $ 2,000 51,906 53,906
Net income (Loss) 10,971 10,971
Balance - May 31, 2006 2,000 62,877 64,877
Net Income (Loss) 10,868 10,868
Balance - May 31, 2007 $ 2,000 $ 73,745 75,745

The accompanying accountant's report and notes are integral parts of this statement,
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DOLPHIN SECURITIES, INC.
STATEMENT OF INCOME
FOR THE YEARS ENDED MAY 31, 2007 AND 2006

REVENUES $

OPERATING EXPENSES
Commissions
Management fees
General and administrative

TOTAL OPERATING EXPENSES

INCOME (LOSS) FROM OPERATIONS

Interest income

INCOME (L.OSS) BEFORE INCOME TAXES

Provision for income taxes (benefit)

NET INCOME (LOSS) $

2007 2006
641,149 1,313,090
420,204 1,085,705
170,916 168,192
35,822 48,241
626,942 1,302,138
14,207 10,952
1,192 819
15,399 11,771
4,531 800
10,868 10,971

The accompanying accountant’s report and notes are integral parts of this statement.
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DOLPHIN SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEARS ENDED MAY 31, 2007 AND 2006

Cash Flows from Operating Activities:
Commissions received from customers
[nterest received
Commissions paid
Management fees paid
Cash paid to others for operating expenses
Income Taxes (Paid) Refunded
Net Cash Flows from Operating Activities

Cash Flows from Investing Activities:
Net Cash Flows From Investing Activities

Cash Flows from Financing Activities:
Net Cash Flows from Financing Activities

Net Increase (Decrease) in Cash
Cash at Beginning of Year

Cash at End of Year

Reconciliation of Net Income (L oss) to
Net Cash Provided by Operating Activities:
Net Income (Loss)
(Increase) Decrease in Accounts Receivable
Increase (Decrease) in Accrued Expenses
Net Cash Flows from Operating Activities

2007 2006
617,583  § 1,315,668
1,192 819
(399,448) (1,085,813)
(176,766) (168,192)
(35,822) (48,241)
(2,966) (800)
3,773 13,441
3,773 13,441
82,923 69,482
86,696 $ 82,923
10,868  § 10,971
(23,566) 2,578
16,471 (108)
3773 $ 13,441

The accompanying accountant's report and notes are integral parts of this statement.




DOLPHIN SECURITIES, INC.
NOTES TO THE FINANCIAL STATEMENTS
May 31, 2007 and 2006

ORGANIZATION

Dolphin Securittes, Inc. was incorporated in the State of California on June 30, 1980. The Company
became a member of the National Association of Securities Dealers, Inc. (NASD) on June 4, 1982. Asa
member of the NASD, the Company operates its business as a broker-dealer of securities selling stocks,
mutual funds, debt securities, variable life insurance and annuities primarily in Southern California.

ACCOUNTING POLICIES
Revenues and related expenses from transactions are recognized as of the trade date,

CASH AND CASH EQUIVALENTS
For purposes of reporting cash flows, cash and cash equivalents include money market accounts and
highly liquid government issued debt instruments.

USE OF ESTIMATES

The preparation of the financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingencies at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.

ACCOUNTS RECEIVABLE
Accounts receivable represent commissions on transactions traded as of the balance sheet date. No

allowance has been provided on accounts receivable because management believes all amounts are
collectible.

ACCRUED LIABILITIES

The Company records commissions due individual brokers at trade date. Commissions received are
typically paid on the 15™ day of the month subsequent to receipt of commissions. Commissions paid are
a percentage of commissions received and vary depending on the investment type and the individual
broker agreement.

SHAREHOLDER’S EQUITY

The Company has authorized 1,000,000 shares of no par value common stock. The Company has 2,000
shares issued and outstanding,

RELATED PARTY TRANSACTIONS

Management fees of $170,916 and $168,192 for the years ended May 31, 2007 and 2006 respectively
were paid to a related corporation for operating costs and expenses. Dolphin Securities, Inc.'s sole
stockholder is also the sole stockholder of that related corporation. Both Dolphin Securities, Inc. and
the related corporation are under common control and the existence of that control may result in
operating results or a financial position which is significantly different from those that would have been
obtained if the two entities were autonomous.




DOLPHIN SECURITIES, INC.
NOTES TO THE FINANCIAL STATEMENTS
May 31, 2007 and 2006

MINIMUM CAPITAL

The Corporation is a registered broker/dealer and is required by the Securities and Exchange Act of
1934 to maintain minimum net capital of $5,000 and a specified ratio of aggregate indebtedness to net
capital as defined. At May 31, 2007 and 2006, the Corporation had regulatory net capital of $75,745
and $64,877 and a percentage of aggregate indebtedness to net capital of 58% and 43% respectively.

RESERVE REQUIREMENTS

The Corporation is not obligated to report under SEC Rule 15¢3-3 since it does not maintain customer
accounts or hold securities. The Corporation does not have a reserve requirement nor does it have any
information relating to the possession or control requirement under Rule 15¢3-3. The Corporation

maintains a special account for exclusive benefit of customers as required for exemption under SEC
Rule 15¢3-3 (K) (2) (A).

SUBORDINATED LIABILITIES
Dolphin Securities, Inc. maintains no liabilities subordinated to claims of general creditors.

ADVERTISING EXPENSE
The Company expenses all advertising costs, and incurred no advertising expense for the years ended
May 31, 2007 and 2006.

TAXES ON INCOME

Income tax expense is based on income as reported for financial statement purposes. The Company
incurred federal income tax expense of $2,088 and $0 for the years ended May 31, 2007 and 2006,
respectively. The Company incurred the minimum California State income tax of $1,361 and $800 for
the years ended May 31, 2007 and 2006, respectively. The Company used loss carryforwards from the
years ending May 31, 2005 in fiscal year end May 31, 2006 in the amounts of $1,362 for State and
$4,562 for federal income tax purposes. There are no loss carryforwards available for future years.

CONCENTRATION OF RISK
The Company maintains their cash accounts at a local state chartered bank which is member of the

Federal Reserve System. The balance, at times, may exceed federally insured limits. The bank
balances at May 31, 2007 and 2006 were $57,861 and $58,519, respectively.

Two customers accounted for approximately 57% of the sales volume for the year end May 31, 2007.
These customers’ receivable balances at May 31, 2007 were $2,090 and $3,641 respectively, or 60% of
the trade accounts receivable at May 31, 2007. One customer accounted for approximately 70% of the
sales volume for the year end May 31, 2006. This customer’s balance totaled $2,090 or 21% of trade
accounts receivable as of May 31, 2006. No other customer accounts for more than 10% of sales
volume during the years ended May 31, 2007 or 2006.




DOLPHIN SECURITIES, INC,
SUPPLEMENTAL SCHEDULES
MAY 31, 2007 AND 2006

Computation of Net Capital

Stockholder's equity and regulatory net capital

Computation of Basic Net Capital Requirements

Minimum net capital required
(6 2/3% of aggregate indebtedness)

Minimum dollar net capital required for reporting broker dealer
Net capital requirement (greater of above)

Excess net capital (regulatory net capital less net capital requirement)

Computation of Aggregate Indebtedness

Total liabilities

Percentage of aggregate indebtedness to regulatory net capital

2007 2006

75,745 S 64,877
2,950 § 1,852
5,000 5,000
5,000 5,000
70,745 59,877
44244 $ 27,773
58% 43%




DOLPHIN SECURITIES, INC,
SUPPLEMENTAL SCHEDULES
MAY 31, 2007 AND 2006

2007 2006
Reconciliation of Net Capital Pursuant to Rule 17a-3(d}(4)

Net capital as reported in Part [IA of the Company FOCUS report as of May 31 $ 68,849 $ 64,356
Non-allowable in net capital computations 2% haircut on money market funds 545 521
Audit adjustment: additicnal income accruals and associated taxes 6351 -
Regulatory net capital per audit $ 75,745 $ 64,877

Exemption of Rule 15¢3-3

The Company claims exemption from the requirement of Rule 15¢3-3, under Sections (k)(2)(ii) of the rule.




Suzanne L. Edwards
Centified Public Accountant

Board of Directors
DOLPHIN SECURITIES, INC.

Statement of Internal Accounting Control

In planning and performing my audit of the financial statements and supplemental schedules of Dolphin
Securities, Inc. (the Company), for the year ended May 31, 2007 and 2006, I considered its internal
control, including control activities for safeguarding securities, in order to determine my auditing
procedures for the purpose of expressing my opinion on the financial statements and not to provide
assurance on internal controi.

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

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

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 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 accordance with U.S. generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

Because of inherent 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 conditions or that
the effectiveness of their design and operation may deteriorate.

17352 Wild Rose Lane, Huntington Beach, CA 92649-4654 (714) 369-8746 FAX (714)475-2192 suzief@QuickAccountants.com CACPA license 79260




Page Two of Two
Statement of Internal Accounting Control

My 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, I noted no matters involving internal control, including control activities for safeguarding
securities that I consider to be material weaknesses as defined above.

I 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 my study, I believe that the Company's practices and procedures
were adequate at May 31, 2007 and 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, 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 specified parties.

Sl o e

Suzanne L. Edwards, CPA
Huntington Beach, California
July 15, 2007
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