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OATH OR AFFIRMATION
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Notary Public

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

B4 (a) Facing Page.

&l (b) Statement of Financial Condition.

Bl (c) Statement of Income {Loss).

B (d) Statement of Changes in Financial Condition.

B4 (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

0 (fH Statement of Changes in Liabilities Subordinated to Claims of Creditors.

B (g) Computation of Net Capital.

00 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

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.

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

() An Oath or Affirmation.

L1 (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.

a

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Auditors

Audit Committee
Dowling & Partners Securities, LLC

In our opinion, the accompanying statements of financial condition presents fairly, in all material
respects, the financial position of Dowling & Partners Securities, LLC (the "Company”) at
December 31, 2007 and 2006, in conformity with accounting principles generally accepted in the

United States of America. This financial statement is the responsibility of the Company’s management.

Our responsibility is to express an opinion on this financia! statement based on our audits. We
conducted our audits of this statement in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether this financial statement is free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statement, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

@mmuab}-a\m&n,:wu._ LLp

February 15, 2008



Dowling & Partners Securities, LLC

Statement of Financial Condition
December 31, 2007 and 2006

Assets

Cash and cash equivalents

Deposits with clearing organization
Commissions receivable

Syndicate designation receivable
Securities owned, at fair value (Note 2)
Fixed assets (Note 3)

Other assets

Total

Liabilities and Capital

Liabilities
Incentive compensation payable
Accounts payable and accrued expenses
Distribution payable to Parent Company
Securities sold, not yet purchased

Total liabilities
Member equity
Total

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

2

2007 2006
$ 17449385 § 18,996,155
250,000 250,000
120,168 543,922
- 3,205,960
4,944 485 4,901,588
87,942 126,682
373,452 284,010
$ 23,225432 § 28,308,317
$ 5495794 $ 5,736,942
577,671 561,897
3,932,903 6,009,478
219,164 -
10,225,432 12,308,317
13,000,000 16,000,000
$ 23225432 $ 28,308,317




Dowling & Partners Securities, LLC
Notes to Statement of Financial Condition
December 31, 2007 and 2006

1. Summary of Significant Accounting Policies

Business

Dowling & Partners Securities, LLC (the “Company”) is a registered broker-dealer located in
Farmington, Connecticut that is a wholly-owned subsidiary of Dowling & Partners Holdings, LLC
{the “Parent Company”). Dowling & Partners Securities initiates securities transactions for a variety
of institutional clients on a fully disclosed basis. The Company is registered with the Securities and
Exchange Commission (SEC) and is a member of the Financial Industry Regulatory Authority
(FINRA), formerly the NASD, and the Securities Investors Protection Corperation (SIPC). The
Company does not receive customer funds or securities during the course of its operations and is
exempt from the calculation of a reserve requirement pursuant to Rule 15¢3-3 subparagraph
(kK}2)(if) under the Securities Exchange Act of 1934.

Cash and Cash Equivalents
Cash and cash equivalents consist of amounts due from banks and cash on hand with the
Company’s clearing broker.

Fixed Assets

Fixed assets are valued at cost, less accumulated depreciation. Depreciation is provided as
allowed for tax purposes. The differences between depreciation as allowed for tax purposes
methods and those using estimated useful lives under accounting principles generally accepted in
the United States of America is not material.

Securities

Securities owned and securities sold, but not yet purchased, are recorded on trade date and
marked to market at the end of the month and consist primarily of corporate stocks which are
classified as trading securities and reported at fair value. The resulting difference between cost
and fair value is reported in earnings. Fair values are based upon quoted market prices.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities as of the dates of the statements of financial
condition. Actual results could differ from those estimates.

Income Taxes

The Company made an election to be taxed as a Partnership for income tax purposes. This
election provides for net income or loss of the Company to be reported on the personal income tax
returns of the members. As a result, the Company pays no income tax on its income and receives
no income tax benefit from its losses.



Dowling & Partners Securities, LLC
Notes to Statement of Financial Condition
December 31, 2007 and 2006

2. Securities Owned

Securities consist of the following as of December 31:

2007 2006
Marketable equities securities $ 4548247 % 4,196,632
Mutual funds 105,971 310,350
Treasury bonds 254 507 394,606
Options 35,760 -

$ 4944485 $ 4,901,588

3. Fixed Assets

Fixed assets consist of the following at December 31:

2007 2006
Equipment $ 822920 $ 792,489
Furniture and fixtures 459,058 453,590
Leasehold improvements 28,056 17,390
1,310,032 1,263,469
Accumulated depreciation (1,222,090) {1,136,787)
Total $ B7,942 % 126,682

4, Concentration of Credit Risk and Off-Balance-Sheet Credit Risk

The Company maintains cash and cash equivalent balances at financial institutions in excess of
federally insured limits. At December 31, 2007 and 2006, uninsured cash and cash equivalent
balances aggregated $17,349,385 and $18,896,155, respectively.

The Company, as part of its normal brokerage activities, assumes short positions in securities sold,
but not yet purchased. The establishment of short positions exposes the Company to off-balance-
sheet risk in the event the securities prices increase, as the Company may be obligated to acquire
the securities at prevailing market prices.

Pursuant to its agreement with a carrying broker, the Company would be financially responsible to
compensate the carrying broker for losses suffered as a result of doing business with the
Company's customers. Such potential losses represent off-balance-sheet risk to the Company.
The Company has a policy of reviewing, as considered necessary, the credit standing of each
customer with whom they conduct business. The Company maintains a required deposit of at least
$250,000 held with the carrying broker. As the right to charge the Company has no maximum
amount and applies to all trades executed through the carrying broker, the Company believes there
Is no maximum amount assignable to this right. At December 31, 2007, the Company has
recorded no liabilities with regard to the right.



Dowling & Partners Securities, LL.C
Notes to Statement of Financial Condition
December 31, 2007 and 2006

Net Capital

The Company, as a registered broker-dealer in securities, is subject to the Uniform Net Capital
Rule (the “Rule”) under the Securities Exchange Act of 1934. Under the Company’s current
operations, such Rule prohibits the Company from engaging in any securities transactions unless
minimum net capital of the greater of 6-2/3% of aggregate indebtedness or $100,000 is maintained.
Additionally, the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15
to 1. The Rule also requires that equity capital may not be withdrawn or cash dividends paid if net
capital is less than 120% of the Company's minimum net capital requirement or its ratio of
aggregate indebtedness to net capital.

At December 31, 2007, the Company had net capital of $11,884,967 and a minimum net capital
requirement of $644,007. The ratio of aggregate indebtedness to net capital was .81to 1 at
December 31, 2007.

Related Party Transactions

The Company currently leases office space from an entity owned by certain of the Company's
members. Rent expense for this lease amounted to $208,734 and $276,324 during 2007 and
2006, respectively.

Commitments

Lease Commitments

The Company leases certain of its offices under operating leases which contain renewal options for
periods up to five years at the then fair market rents. Rent expense under these leases was
approximately $328,363 and $462,488 for the years ended December 31, 2007 and 2008,
respectively.

As of December 31, 2007, future minimum lease payments under noncancellable leases were:

Year Amount
2008 $ 303,051
2009 275,922
2010 214,062
2011 53,779
3 846,814
5



Dowling & Partners Securities, LLC

Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15¢3-1
Under the Securities Exchange Act of 1934

December 31, 2007 and 2006

Net capital
Capital $ 13,000,000
Discretionary liability 346,160
Total capital and allowable credits 13,346,160
Less nonallowable assets
Fixed assets 87,943
Other assets 349,140
Net capitai before haircuts 12,909,077
Haircuts on securities including undue concentration 1,024,112
Net capital 11,884,965
Less net capital requirement (greater of $644,008
(6-1/3% of aggregate indebtedness) or $115,000) 644,008
Net capital in excess of requirements $ 11,240,957

Computation of Aggregate Indebtedness Pursuant to Rule 15¢3-1
Under the Securities Exchange Act of 1934 as of December 31, 2007

Total fiabilities 10,225,432
Exclusions from aggregate indebtedness
Discretionary liability 346,160
Securities sold, but not yet purchased 219,164
Aggregate indebtedness $ 9,660,108
Ratio of aggregate indebtedness to net capital 81.00%

END



