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OATH OR AFFIRMATION

1, F. Scott Perkins , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Perkins, Smart & Boyd, Inc. as

of April 30 , 2007 , are true and correct. I 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:

T T L g —yd -l

i HELEN JOURAS
| Netery Public - State of Kansas e
Ny Appt. Expms_ﬁ ALYy -RAoi0 Title

M=

|

Nofary Publi

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

£} (a) Facing Page.

&% (b) Statement of Financial Condition.

kX (¢) Statement of Income (Loss).

£3 (d) Statement of Changes in Financial Condition.

k% (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

£2 (g) Computation of Net Capital.

kX (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.

£t (35 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.

K () An Oath or Affirmation,

O (m) A copy of the SIPC Supplemental Report.

kX (n) Areportdescribing any material inadequacies found to exist or found 1o have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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COCHRAN HEAD VICK & CO., P.A.

CERTIFIED PUBLIC ACCOUNTANTS

6700 Antioch Road, Suite 460
Merriam, Kansas 66204
{913) 378-1100 » (913) 378-1177 FAX

INDEPENDENT ACCOUNTANTS' REPORT

To the Board of Directors and Stockholders of
Perkins, Smart & Boyd, Inc.

We have audited the accompanying statements of financial condition of Perkins, Smart & Boyd, Inc., as of
April 30, 2007 and 2006, and the related statements of income, changes in stockholders’ equity, cash
flows, and changes in liabilities subordinated to claims of general creditors for the years then ended. In
addition, we audited the supplementary schedules of computation of net capital, computation of basic net
capital requirements, computation of aggregate indebtedness, computation of determination of reserve
requirements, information relating to the possession or control requirements and reconcitiation pursuant
to Rule 17a-5(d){4). These financial statements and supplementary schedules are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial statements
and supplementary schedules based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the Uniled States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. 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. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements and supplementary schedules referred to above present fairly, in

all material respects, the financial position of Perkins, Smart & Boyd, inc. at April 30, 2007 and 2006, and

the resuits of its operations and its cash flows for the years then ended in conformity with accounting

principles generally accepted in the United States of America.

June 8, 2007 |

Members of the American Institute of Certified Public Accountants



PERKINS, SMART & BOYD, INC.
Statements of Financial Condition

April 30, 2007 and 2006

2007 2008
Assels
Current assets:
Cash and cash equivalents 3 49,893 21,515
Commissions receivable 79,449 71,263
Prepaid and recoverable income taxes 379 -
Deferred income tax 1,900 2471
Investments 303,880 283,196
Prepaid expenses 7,268 6,588
Total current assets 442,769 385,033
Office furniture and equipment 54,414 54,414
Less accumulated depreciation 51,106 48,527
Net office furniture and equipment 3,308 5,887
Other assets:
Deposits with clearing organizations 30,033 30,028
Other deposits 1,307 1,307
Customer accounts, net of accumulated amortization
of $40,829 and $37,496 9,171 12,504
Total other assels 40,511 43,839
Total assels 5 486,588 434,759
Liabilities and Stockholders' Equity
Current liabilities:
Accounts payable 3 23,284 24,279
Payroll taxes payable 84,998 38,997
Income taxes payable - 3,500
Deferred tax liability 53,182 49,399
Total liabilities 161,464 117,175
Stockholders’ equity:
Common stock, $10.00 par value
Authorized - 12,500 shares
Issued and outstanding - 3,180 shares 31,800 31,800
Additional paid-in capital 5,000 5,000
Retained earnings 288,324 280,784
Total stockholders' equity 325124 317,584
Total liabilities and stockholders' equity $ 486,588 434,759

See accompanying notes to financial statements.
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PERKINS, SMART & BOYD, INC.

Statements of income

For the Years Ended April 30, 2007 and 2006

Revenue:
Commissions
Fees
Realized investment gain - net
Unrealized investment gain - net
Interest and dividend income
Total revenue

Expenses:
Commissions
Salaries and benefits
Depreciation expense
Other operating expenses
Total expenses

Income before income taxes
Income taxes:
Current
Deferred

Total income taxes

Net income

2007 2006
1,773,071 1,799,485
2,91 5,447
- 1,360
11,430 62,128
112,170 77,642
1,899,582 1,946,062
117,582 151,411
1,153,395 1,108,014
2,578 4,072
612,093 620,008
1,885,648 1,883,505
13,934 62,557
2,040 5,045
4,354 12,737
6,394 17,782
7,540 44 775

See accompanying notes to financial statements.
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Balances at April 30, 2005

Net income, year ended April 30, 2006

Balances at April 30, 2006

Net income, year ended April 30, 2007

Balances at April 30, 2007

PERKINS, SMART & BOYD, INC.

Statements of Changes in Stockholders' Equity

For the Years Ended Agril 30, 2006 and 2007

Common
Shares
Issued and

Qutstanding

3,180

3,180

Additional
Common Paid-in Retained
Stock Capital Earnings
$ 31,800 5,000 236,009
44 775
31,800 5,000 280,784
- - _7.540
5 31,800 -5.000 288,324

See accompanying notes to financial statements.
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PERKINS, SMART & BOYD, INC.

Statement of Changes in Liabilities Subordinated
to Claims of General Creditors

For the Years Ended April 30, 2007 and 2006

There were no liabilities subordinated to the claims of creditors at the beginning or end of the years or at any
time during the years.

See accompanying notes to financial statements.
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PERKINS, SMART & BOYD, INC.
Statements of Cash Flows

For the Years Ended April 30, 2007 and 2006

2007 2006
Cash flows from operating activities:
Net income $ 7,540 44,775
Adjustments to reconcile net income to net cash

provided by operating activities:

Depreciation 2,579 4,072
Amortization 3,333 3,333
Gain realized on sale of investments - (1,360)
Unrealized investment gains (11,430) (62,128)
Income refund received {taxes paid) (5,919) 1,195
Current income tax expense 2,040 5,045
Deferred income tax expense 4,354 12,737

Other changes in operating assets and liabilities:
(Increase) decrease in:

Commissions receivable {8,186) {6.229)
Prepaid expenses (680) (753)
Increase {decrease) in:
Accounts payable {995) 763
Payraoll taxes payable 45,001 22,527
Net cash provided by operating aclivities 37,637 23,977
Cash flows from investing activities:
Proceeds from sale of investments - 4,615
Purchase of investments (9,254) {31,060)
Net increase in deposits with clearing organizations (5) (15)
Net cash used by investing activities {9,259) {26,460)
Net increase {decrease) in cash 28,378 (2,483)
Cash and cash equivalents at beginning of year 21,515 23,998
Cash and cash equivalents at end of year $ 49,893 21,515

See accompanying notes to financial statements.
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1)

PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2007 and 2006

Description of Business and Summary of Significant Accounting Policies

Description of Business

Perkins, Smart & Boyd, Inc. (Company) is a full service securities broker providing investment
advisory and other related services to clients in the United States. It operates as an introducing
broker on a fully disclosed basis and does not hold funds or securities for customers. The Company
is a member of the National Association of Securities Dealers (NASD) and the Securities Investor
Protection Corporation (SIPC). The Company was incorporated under Kansas laws and
commenced operations on May 5, 1976.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that Rule.
Essentially, the requirements of Paragraph (k)(2)(ii} provide that the Company clear all transactions
on behalf of customers on a fully disclosed basis with a clearing broker-dealer. The clearing broker-
dealer carries all of the accounts of the customers and preserves all related books and records as
are customarily kepl by a clearing broker-dealer.

Cash Equivalents
The Company considers all short-term investments with an original maturity of three months or
less to be cash equivalents.

Receivables

The Company considers receivables to be fully collectible; accordingly, no allowance for doubtful
accounts is required. If amounts become uncollectible, they will be charged to operations when
that determination is made.

Cffice Furniture and Equipment

Office furniture and equipment are recorded at cost. Major renewals and betterments are
capitalized, and maintenance and repairs that do not improve or extend the life of the respective
assets are charged against earnings in the current period. Depreciation is provided for in
amounts sufficient to relate the cost of depreciable assets to operations over their useful lives of
five to seven years using accelerated recovery methods.

Investments

Investments are carried at market value and consist of common stock held for trading purposes.
Net unrealized gains included in earnings for the year ended April 30, 2007 and 2006 are $11,430
and $62,128, respectively.

Intangibles
Customer accounts acquired with the purchase of a business in February 1995 are being
amortized over 15 years.

Revenue Recognition
Customers’ securities fransactions and related commission income and expense are recorded on
a trade date basis. ’

Income Taxes

Income tax provisionis are based on income reported for financial statement purposes. Deferred
income taxes arise from the recognition of temporary differences between earnings determined
for financial and tax purposes. Such temporary differences are principally related to the use of
accelerated depreciation methods for tax purposes, the difference between the book and tax
hasis of investment securities, and the net effect of the conversion from accrual accounting to
cash basis accounting for income tax purposes.

11



2)

3)

PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2007 and 2006

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reporied amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Concentrations

Because of the nature and size of the Company's operations, it occasionally maintains cash
balances in excess of federally insured limits at financial institutions. The Company has not
experienced any losses on such accounts.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1). This rule requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 10 to 1. Rule 15¢3-1 also
provided that equity capital may not be withdrawn or cash dividends paid if the resulting net capital
ratio would exceed 10 to 1. At April 30, 2007, the Company had net capital of $234,120 which was
$184,120 in excess of its required net capital of $50,000. The Company's debt to net capilai ratio
was .69 10 1.

Income Taxes

The Company's aggregate (current plus deferred) income taxes for the years ending April 30,
2007 and 2006 represent 45% and 28%, respectively, of its incorne before income taxes for the
periods. These percentages are greater than the expected income tax rates that would apply to
such income. The greater tax rates are principally attributable in both periods to expenses that
are net deductible in determining taxable income.

Deferred income taxes are provided for temporary differences between the financial statement
and income tax bases of assets and liabilities and temporary differences in reporting income and
expense. The principal components of the Company's deferred income taxes at April 30, 2007
and 2006 consisted of the following:

2007 2006
Deferred tax asset:
Contributions not deductible until
future years $ _1.900 2471
Deferred tax liabiiities:
Depreciation 5 267 530
Use of cash basis for income tax reporting 12,052 10,179
Unrealized gains in value of investments,
not recognized for income tax reporting 40,863 38,690

12



4)

5)

6)

7}

8)

PERKINS, SMART & BOYD, INC.
Notes to Financial Statements

April 30, 2007 and 2006

Operating Lease

The Company leases office space and automobiles under various operating leases. Minimum
future obligations on these operating leases are as follows:

Year Ended
April 30, 2008 5 59,239
April 30, 2009 54,482
Apri} 30, 2010 32,572

Total rent expense under operating leases for the years ended April 30, 2007 and 2006 were
$78,075 and $71,859, respectively.

Deposits

Deposits with clearing organizations represent funds required to remain on deposit with the
Company's clearing brokers, Southwest Securities, Inc. and First Southwest Securities, Inc.
Withdrawals can be made only with the permission of the clearing companies, and a minimum
balance of $10,000 and $20,000, respectively, must be maintained at all times.

Employee Benefit Plan

The Company has a 401(k) plan for the benefit of all eligible employees. Participants may elect
to defer up to 10% of their annual compensation to be contributed to the plan subject to limits as
specified by the Internal Revenue code. During the years ended April 30, 2007 and 2006, the
company made no matching contributions to the plan.

Financial Instruments with Off-balance-sheet Credit and Market Risk

Customer transactions are introduced to and cleared through clearing brokers. Under the terms
of its clearing agreement, the Company is required to guarantee the performance of its customers
in meeting contracted obligations. Such transaction may expose the Company to significant off-
balance sheet risk in the event margin requirements are not sufficient to fully cover losses that
customers may incur. In the event the customer fails to satisfy its obligations, the Company may
be required to purchase or sell financial instruments at prevailing market prices to fuifill the
customer's obligations. In conjunction with the clearing brokers, the Company seeks to coniral
the risks associated with its customer activities by requiring customers to maintain collateral in
compliance with reguiatory and internatl guidelines. Compliance with the various guidelines is
monitored daily and, pursuant to such guidelines, the customers may be required to deposit
additional collateral, or reduce positions where necessary.

The Company does not anticipate nonperformance by customers or its clearing brokers. In

addition, the Company has a policy of reviewing, as considered necessary, the clearing broker
with which it conducts business.

Material Inadequacies

None noted.

13



SUPPLEMENTARY INFORMATION
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Securities Exchange Act of 1934
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PERKINS, SMART & BOYD, INC.

Schedule |

Computation of Net Capital
Under Rule 15¢3-1 of the
Securities and Exchange Commission

As of April 30, 2007

Net Capital
Total stockholders' equity
Ownership equity not aflowable for net capital:
Prepaid expenses
Deferred tax asset
Property and equipment
Prepaid and recoverable income taxes
Customer accounts
Other deposits

Haircuts on investments
Undue concentration

Net capital

Aggregate Indebtedness
Total aggregate indebtedness

Computation of Basic Net Capital Requirement
Minimum net capital required

Excess of net capital

Ratio: aggregate indebledness to net capital

15

$

b

$

$

$

325,124

7,268
1,800
3,309
379
9,171
1,307
301,790

45,582
22,089

234,119

e B

161,464

—

50,000

e

184,119

—

69101



PERKINS, SMART & BOYD, INC.
Computation of Net Capital

Under Rule 15¢3-1 of the
Securities and Exchange Commission

As of April 30, 2007

A RECONCILIATION PURSUANT TO RULE 17a-5(D}{4)
(included in Part llA of Focus Report as of April 33, 2007)

Total ownership equity qualified as of April 30, 2007

per April 30, 2007, Part Il A $ 325,146
Increase in prepaid and recoverable income taxes 379
Increase in property and equipment 1,622
Decrease in income taxes payable 2,331
Increase in deferred tax liability {3,783)
Decrease in deferred tax asset (571)

Total ownership eguity qualified for net capital per
April 30, 2007 audit report $ 325,124
Non-allowable assets per April 30, 2007 Part Il A $ 21,904
Increase in prepaid and recoverable income taxes 379
Increase in property and equipment 1,622
Decrease in deferred tax asset (571)
Non-allowable asset per April 30, 2007 audit report h] 23,334
Net capital, as reported in Company's Part Il A $ 235,572
Decrease in ownership equity qualified for net capital
per April 30, 2007 audit report 1,452
Net capital per April 30, 2007 audit report $ 234,120

16



PERKINS, SMART & BOYD, INC.
Schedule li

Computation of Determination of
Reserve Requirements and Information
Relating to Possession or Control
Requirements Under Rule 15¢3-3 of the
Securities and Exchange Commission

As of April 30, 2007

The Company did not make a computation for determining the reserve requirement or supply information
relating to the possession or control requirements pursuant to Rule 15¢3-3 as they are exempt pursuant to
subparagraph (k)1) of Rule 15¢3-3.
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INDEPENDENT ACCOUNTANTS' REPORT ON
INTERNAL ACCOUNTING CONTROL



COCHRAN HEAD VICK & CO., P.A.
CERTIFIED PUBLIC ACCOUNTANTS
6700 Antioch Road, Suite 460

Merriam, Kansas 66204
(913) 378-1100 » (913) 378-1177 FAX

INDEPENDENT ACCOUNTANTS' REPORT

To the Beard of Directors and Stockholders of
Perkins, Smart & Boyd, Inc.

In planning and performing our audit of the financial statements of Perkins, Smart & Boyd, Inc. for the
years ended Aprit 30, 2007 and 2006, we considered its internal control structure including procedures for
safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control structure.

We also made a sludy of the practices and procedures followed by the Company in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and the procedures for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures foliowed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13 or in complying
with the requirements for prompt payment for securities under section 8 of Regulation T of the Board of
Governors of the Federal Reserve System, because the Company does not carry security accounts for
customers or perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
struclure 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 internal control structure policies and procedures 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 Commission’s above-mentioned objectives. Two of the objectives of an
internal control structure and the practices and procedures are to provide management with reasonable,
but not absolute, assurance ihat 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 properiy to permit preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objeclives of the
practices and procedures listed in the preceding paragraph.

Because of inherent limitations in any internal control structure or the practices and procedures referred
to above, errors or irregularities 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.

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure thal might be material weaknesses under standards established by the American
institute of Certified Public Accountants. A material weakness is a candition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that errors or irregularities 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, we noted no matters involving the internal control
structure, including procedures for safeguarding securities, that we consider to be material weaknesses
as defined above.

Members of the American Institute of Certified Public Accountants



INDEPENDENT ACCOUNTANTS' REPORT - Continued

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission 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 our study, we believe that the Company’s practices and
procedures were adequate at April 30, 2007, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission, the
New York Stock Exchange and other regulatory agencies which rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 and should not be used for any other purpose.

(oo cfenl) Mﬂ ¢ (. P A.

June 8, 2007

Members of the American Institute of Certified Public Accountants )%ﬂ



