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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: DesPain Financial Corporation OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.0. NO.
502 West Mair . . : _

i (No. and Strect) ' . ‘
Collinsville:- Illinois 62234-3019
(Cuy) - (‘l":‘ te) (zip COI!C)
. NAME AND TELEPHONE Ni'MBFR OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Lonald H, DesPain - 618-344-1809

{Arca Cof~ — Teleplione Number)

B ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose o“pinion is contained in this Report®

'

_Ferris, Jr. James F.-. jd,ames v, Ferris, Jr CP‘_A)_
(Mame if 'r'rrdi.w‘dual. state fast, firsi, middle name)
105 B King Arthur Ct... Collinsville Illinois 62234
(Address) . . (Ciy) PHOCES SED (State) EC {Zip Code)
CHECK ONE: . MA Wian frcf‘“ﬂmnd..s ¢
. . K] Certified P s . R U 3 2008 Lrorneint
ublic Accountant FLH 97
(3 Public Accountant ;}HOMSON 7 7hnR
O Accountant not resident in United Ztates or any of its possesgcm Washington, DC
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FOR OFFICIAL USE ONLY

*Claims for exemption from tiw reguirement that the annual report be covered by the epinion of an independem public accountant
must be suppoited by a statemeni of facts and circumitances relied on s the basis for tise exeniplien. See Section 240.17a-5{e}(2;
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OATH OR AFFIRMATION

o , swear (or affirm} that, to the best of

__ _Donald H. DesPain ——

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
DesFain Financial Corporation , as
of Decembp"r\, 31 200 Z _, are true and correct. { further swear (or affirm) that

ncither thc company nor any partner, proprietor, principal officer or director has any proprietary interest in any accousl

classified solely as that of a customer, except as folicws: -

N/A

OFFICIAL SEAL

NOTARY PUBLIC - STATE OF LLINOSB
81Y COMMISSION EXPIRES: 10W11

ﬂ(ﬂuﬂﬂ'ﬂ WM

Signature

' bresident
% Title

“anA..
/ Notary Piiblic

Thls Tepart ** contains (chm.k al' apphcable boxes):

'@ {a) Facing Page.

K (&) Statement of Financia! {sndition. ' ) N
4 IS ) Statement »f Income (Loss). g~d Retained Edrnl nos., o

Rl (45 Statement of RDENEEX NUFAMHAN CHIMIGKX. Cash Flowe ’

g (e) -Statement o7 Changes in Stockholders” Equity or Partners’ or Sole Proprietors” Capital,

&

[

[

a

(f) Statement of Changesin Liabilities Subor:tiiated to Clas a5 of Creditors.
{(g) Computatior: of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
{Q) Information Relating to the Possession or Control Requirements Under Rulz 15¢3-3. «
() A Reconciliation, including appropriate e:.planation ¢ the Computation of Met Capitai Under Rule 15¢3-1 and lhe
-~ - Computation fcr Determination of ths Resezve Reguirements Under Exhibit A of Rulx 15¢3-3.
L__] (k) A Reconciliation between the audited and unaudited Jtatements of Financial Condition with respect to methods of
consolidation. '
&l () An OQath or Affirmation. '
[J (m) A copy of the STPC Supplemental Report.
B (A report descnbmg any material inadequacies found to exist or found to have existed since the date of the previous'audit.

**For conditions of confidential treatment of certain portions of this filing, sce section 2451 Za-5(ei(3).
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James F. Ferris, Jr.
Certified Public Accountant
405 B Km" Arthur Court
" Yoilifite, 1L 62234
TFelephens (618, 345-§743
Fax (C2) 515-8666 . :

INDEPENDENY AUDITOR’S REPORT

Director and: Stockholder
DesPain Financial Cerporation
Collinsvilie, lllincis 62234

I have audited the accompanying statement of {inaaciai condition cf DlesPaix: Financial Corporation {an
lliinois Corporation), as of December 31, 2007, and the reiated statements of income and retamed
sarrings, changes in stockholder’s equity, changes in Labilities subordinated to claims of general
rreditors, and. cash flows for the year then ended that you are iiling pursuant to Rule 17a-5 under the
Sécaritics Exchange Act of 1934, These financial staterents arc the responsibility of the olnpanv <
rmanagement. My responsibility is to express an spinion on these financial statements based on my audit.

-

~onducicd my 2adit in accordunce with audiiing stundards r‘:ﬁrzr&-‘y seeepted in the Tnited States of

irica. Thoss standards require that I plao and perfom the aadit o obtzin ""as‘:,nab SSurance ab-':-_‘;u
e tE': financial statements are fres o7 maierin! .“-t.n ement, An Lidd icises 2YARIGRInG, O 2
., evicence supporting the erounts aud dir -,.Jr ies inthe tinannid steroaonts. An audit alse Inchure— -
.'.:';.?ssiz:g the accounting principles used and aizmricant Ratin: M3 Lo DY management, g wal a0
*'f'uat'i;ip -he overall fsescial statement presenaiion. ” belisve $iat my andit provides a reasonabie basic.

P
Ny srivion,

1

Ty ':igz-i;zizsn, Y= finnacial stotements mereind 0 ghovs L f:se;’t'-. frly, in ail maleris’ especis, e
- ze.aneial vosition of DesPain Financiel Cerpoiztion c: s¥ Decsmbor 31, 2007, ond the reaaiss of s

cperation.; and cash flows for the year then ended iu ccm-"' N7V v-zh ascounting principies generaily
decepted i the United States oi Ay erica.

My audit was conducted for the purpose of foiming an cpinion on ke basic financial statements taken as a
whole. The information containod in the supplementary infortzation section is presented for th= purpose
¢ T zdditiona! analysis and is not a requized part of the basic financial stetements, but is supplementary
information reqaired by Rule 17a-5 under the Sccurities Exchange Act of 1934, Such information has
been subjected to the aud,tmg procedures appiied in the audit of the basic financial statements and, in my
opinion, ic fairly stated in all material respects in roiation to the basis fiuancial statements taken as 2

whole —

'\sw‘le Imnom
ceruary 13, 2008

- Memaer American Insiinte of Cedified Paclic deesunfanis .



DESPAIN FINANCIAL CORPORATION
STATEMENT GF FINANCIAL COND#T10ON
December 31, 2607 i

|
ASEETS
Cash - checking account $ 19,339
Cash - money market 25,941
Commissions receivable 12,658
Prepaid income taxes 1,342
Single premium lifé insurance net of surrender charge 13,258
NASDAQ - stock 56,550
TOTAL ASSETS $ 129,508
LIABILITIES AND STCCKHOLDER'S EQUITY
LIABILITIES ‘
Acnounts pﬁyablc ' $ 5,576
TG EAL LIABILITES | 5578
STOCKEHOLDER'S EQUITY
Commor. stock, par value $:.00, authorized 1,000 sharcs,
issuzil and outstanding 100 shures 100
Additional paid-in capital 1,327
Retained carnings 112,505
TOTAL STOCKHOLDER'S EQUITY 123,932
TOQTAL LXABILITIES AND STOCKHOLDER'S £QUHTY $ 129,508
. The accompanying notes are an integral pari of taese financial statements.
Page 2



DESPAIN FINANCIAL CORPORATION
STATEMENT OF INCOME AND RETAINED EARNINGS
For the Yeay Ended Pecember 31, 2007

REVENUES

Commissions
Dividend income
Interest income
©ther income

TOTAL REVENUES

EXPENSES

Commissions - reallowed
Advertising

Professional fees
Referrzl fecs

Regulatory fees

Occupancy

Office expense

TOTAL EXPLNSES

INCOME BEFORE INCOME TAXES
INCOME TA:

NET INCOME

RETAINED EARNINGS BEGINNING

RETAINED EARNINGS ENDING

727.952
3,132
510
38,297

759,931

146,530
550
2,200
570,000
5,579
24,600
204

749,063

25,848

3,784

17,084

95,421

f o

112,505

The accompanying notes are an integrai part of these financiai statements.
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DESPAIN FINANCIAL CORPORATION
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the Year Ended December 31, 2007

Additional Total
Common Paid In Retained Stockholder's
Stock Capital Earnings Equity
Balance - December 31, 2006 $ 100 $ 11,327 § 95421 §$ 106,848
Net Income 0 0 17,084 17,084
Dividends Paid 0 0 0 0

Balance - December 31, 2007 $ 100 § 11,327 § 112,505 §$ 123,932

The accompanying notes are an integral part of these financial statements.
Page 4



DESPAIN FINANCIAL CORPORATION
STATEMENT OF CHANGES IN SURORDINATED BORROWINGS
For the Year Ended December 31, 2007

NONE FOR THIS YEAR END

The accompanying notes are an integral part of these financial statements.
Page 5



DESPAIN FINANCIAL CORPORATION
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2007

Cash flows from operating activies:
Net Income $ 17,084

Adjustments to reconcile net income to net cash provided
(used) in operating activities:
Increase in cash surrender value of single premium life policy (510)
(Increase ) decrease in operating assets:

(Increase) in commissions receivable (1,805)

(Increase) in prepaid income taxes (1,342)
Increase (decrease) in operating liabilities:

(Decrease) in accounts payable (6,704)

(Decrease) in income taxes payable (973)

Net Cash Provided (Used) by Operating Activities 5,750

Cash flcws from financing activities

Cash Used in Financing Activities 0
Decrease in cash 5,750
Cash Balance beginning 39,550
Cash Balance ending $ 45,300

Supplemental Cash Flow Disclosures
Income tax paid ¥ 6,100

The accompanying notes are an integral part of these financial statements.
Page 6



DESPAIN FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS |

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

DesPain Financial Corporation (the Company) was organized, on October 29,
1986, the date the Certificate of Incorporation was issued by the Secretary of the
State of Illinois. The Company commenced operations as a Broker/Dealer for
financial transactions in December 1986 upon notification of approval from

regulatory authorities.

QOrganization Cost
Costs to incorporate were not capitalized for financial statement purposes.

Revenue Recognition

Commissions of financial transactions are recorded in the month earned. The
Company’s principle sources of revenue are from the sales of variable annuity
insurance contracts, equity commissions and mutual funds.

Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Company has defined cash
equivalents as highly liquid investments, with original maturities of less than
ninety days that are not held for sale in the ordinary course of business.

NOTE 2. LIABILITIES

The Company pays all expenses within the accounting period they arise. Expense
of security trades is netted from the commission receivables. Re-allowed
commissions payable are recorded in the year the liability occurs.

NOTE 3. RELATED PARTY AGREEMENTS

Effective November, 1996, the Company entered into an agreerent with DesPain
Investment Solutions, Lid., wholly owned by the Company’s chief operating
officer/shareholder, to provide to the Company office space and equipment. In
addition, the Company has agreed to pay referral fees to the investment company.
For the year ended December 31, 2007, the payments amounted to $570,000.



DESPAIN FINANCIAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

NOTE 4. INCOME TAX
Allocation of federal and state income taxes is as follows:

Current tax provision:

Federal $2,458
State 1,326
Total Current $3.784
Income tax overpayment $1.342

NOTE 5. ADDITIONAL PAID IN CAPITAL
The Company’s president purchased a single premium life insurance policy for
$5,000. The Company, as owner, recorded the asset and increased additional paid
in capital by the premium amount net of the surrender charge. The surrender
charge was fully amortized at the end of 1996.

NOTE 6. NET CAPITAL REQUIREMENTS

The Company is subject to. the Securities and Exchange Commission’s Uniform
Net Capital Rule (Rule 15¢3-1), which requires the maintenance of minimum
dollar net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2007, the
Company had adjusted net capital of $66,864, which was $61,864 in excess of its
required minimum dollar net capital of $5,000. The Company’s net capital ratio
was 0.083 to 1.

NOTE 7. ESTIMATES
Management uses estimates and assumptions in preparing these financial
statements in accordance with generally accepted accounting principles. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and the reported revenues and
expenses. Actual results could vary from the estimates that were used.

NOTE 8. DIVIDEND PAID
Management did not declare a common stock dividend during December 31,

2007. '
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DESPAIN FINANCIAL CORPORATION
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION -
For the Year Ended December 31, 2007

CAPITAL:

Capital stock and paid in capital
Retained earnings

Total stockholder's equity qualified for net capital

Deductions from capital:
Non-allowable assets:

Securities not considered readily marketable
Total

Haircuts on securities:

Money market
Total

Total deductions

ADJUSTED NET CAPITAL

AGGREGATE INDEBTEDNESS

BASIC NET CAPITAL REQUIREMENT
Minimum dollar net capital
Adjusted net capital

EXCESS NET CAPITAL AT 1,500%

EXCESS NET CAPITAL AT 1,000%

RATIO: AGGREGATE INDEBTEDNESS TO
ADJUSTED NET CAPITAL

Page 9

11,427
112,505

123,932

56,550

56,550

518

518

57,068

66,864

5,576

5,000
66,864

61,864

64,364

0.083 to 1




DESPAIN FINANCIAL CORPORATION
RECONCILIATION OF COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 AND THE MOST RECENTLY FILED FOCUS REPORT
For the Year Ended December 31, 2007

Net capital, as reported in DesPain Financial Corporation's

Part II (unaudited) FOCUS report $ 65,521
Audit adjustment for income taxes (3,682)
Audit adjustment for basis to NASDAQ stock 5,025
Audit adjustment for federal tax refund not income 0
Rounding 0
Net capital per preceding page $ 66,864

Pagel0



DESPAIN FINANCIAL CORPORATION
INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
For the Year Ended December 31, 2007

An exemption to the possession or control requirements of Rule 15¢3-3 is claimed
under Section (k) (2) (ii):

In that all customer monetary and security receipts by the firm are promptly transmitted
in accordance with applicable regulations and that all customer security transactions
are cleared through Saxony Securities, Inc.; Pershing Division of Donaldson,

Lufkin & Jenrette Securities Corporation, member New York Stock Exchange, on a
fully disclosed basis.

Page 11



James F, Ferris, Jr.
Certified Public Accountant
105 B King Arthur Court -
Collingville, IL 62234
Telephone (618) 345-8743
Fax (618) 346-8666

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Director and Stockholder
DesPain Financial Corporation
Collinsville, Illinois 62234

In planning and performing my audit of the financial statements and supplemental schedules of DesPain Financial
Corporation (the Company), for the year ended December 31, 2007, 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 control.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (SEC), I 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 mot 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 conformity with generally accepted accounting principles. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

Member American Institute of Certified Public Accountants



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.

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 the following matters involving the
accounting system that I consider to be a material weakness as defined above. The Company’s chief financial
officer is responsible for all internal financial accounting and external reporting. Thus there is not an adequate
segregation of custodial, accounting and operational responsibilities. These conditions were considered in
determining the nature, timing, and extent of the procedures to be performed in my audit of the financial statements
of DesPain Financial Corporation, for the year ended December 31, 2007, and this report does not affect my report
thereon dated February 15, 2008.

[ 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 indicated 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 December 31, 2007 to meet the SEC’s

objectives.

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

S sSE Crne

insville, [liinois
ebruary 15, 2008

END

Member American Institute of Certified Public Accountants



