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OATH OR AFFIRMATION

1, "T:u\"\ r-’—-x., \’4 \ c_\ il , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

bﬁ\—i ((‘C‘-.J-—ﬂ \—\\\ C‘(_/| r/-),.._;\ ’_'h\"“\.__;('\ . as

of ¢ o fal w4 .20 O |, 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:

P a.(.u{ % ﬂ-m,ém_

Signature

“,,' E OF \
ey “
Sernanss CompLIanCE MANAGER

ne \< INCR

e Notary Public

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

B (a) Facing Page.

(b} Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders™ Equity or Partners’ ot 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.

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

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 1 5¢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.

{1y An Qath or Affirmation.

{m)} A copy of the SIPC Supplemental Report.

{n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

000 0O oOoOoMOxO=R&R

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

Board of Directors
DBSI Securities Corporation
Boise, Idaho

In planning and performing our audit of the financial statements and supplemental schedule of DBSI Securities
Corporation (the Company) for the year ended December 31, 2007, we considered its internal control, including
control activities 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 internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study
of the practices and procedures followed by the Company including tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g} in making the periodic computations of aggregate
indebtedness (or aggregate debits) 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, we did not review the practices and procedures
followed by the Company in any of the following:

l. 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.

PEQPLE. PRINCIPLES. POSSIBILITIES.
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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 pertods 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 intemnal 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 one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by 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 perform in their assigned functions. However, we
noted no matters involving internal control, including control activities for safeguarding securities, that we
consider to be material weaknesses as defined above.

We 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 our
study, except as noted above, we 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.

@M Le7

Boise, Idaho
February 27, 2008
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INDEPENDENT AUDITORS’ REPORT

Board of Directors
DBSI Securities Corporation
Boise, [daho

We have audited the accompanying statements of financial condition of DBSI Securities Corporation as of
December 31, 2007 and 2006, 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 responsibility of the Company's management. Qur responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits 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 the financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the cffectiveness of the Company’s internal centrol over
financial reporting. Accordingly, we do not express such an opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financtal
statermnent presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of DBSI Securities Corporation at December 31, 2007 and 2006, and the results of their operations and
their cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in the Computation of Net Capital Under Rule 15C3-1 of the Securities and
Exchange Commission 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 Exchange Act
of 1934. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

C:;xfuzg Le7

Boise, Idaho
February 27, 2008
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DBSI SECURITIES CORPORATION
STATEMENTS OF FINANCIAL CONDITION
DECEMBER 31, 2007 AND 2006

ASSETS

CURRENT ASSETS
Cash
Prepaid expenses
Accounts receivable

Total current assets

Software, at cost, net of accumulated amortization
of $141,600 and $39,182 respectively

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES
Accounts payable

STOCKHOLDERS' EQUITY
Common stock, $1 par value, 5,000 shares authorized; 248
shares issued, 85 shares outstanding
Additional paid-in capital
Treasury stock
Retained earnings

Total stockholders’ equity

See Notes to Financial Statements

2007 2006
$ 837,565 $ 205,821
3,333 -

78,625 924,297

919,523 1,130,118

- 102,418

$ 919,523 $ 1,232,536

5 646,549 5 822,138

85 85

3,590,163 1,573,663
(460,601) (460,601)
(2,856,672) (702,749)

272,975 410,398

$ 919,523 $ 1,232,536




DBSI SECURITIES CORPORATION
STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2007 AND 2006

REVENUE
Commissions

Total revenue

EXPENSES
Commissions
Administrative
Salaries and wages
Licenses and fees

Total expenses

NET INCOME (LOSS)

See Notes to Financial Statements

2007 2006
30,947,781 $ 15,859,586
30,947,781 15,859,586
24,370,436 10,234,175

3,559,896 2,505,113

5,045,177 2,647,412

126,195 116,697
33,101,704 15,503,397
{2,153,923) § 356,189




| DBSI SECURITIES CORPORATION
STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY
YEARS ENDED DECEMBER 31, 2007 AND 2006

Additional
Common Paid in Retained Treasury
Stock Capital Eamings Stock Total

BALANCE, DECEMBER 31, 2005 b3 90 $ 1,163,663 $ (1,058,938) $  (46,300) s 58,515
Purchase of treasury stock ()] - - (414,301) {414 ,306)
Capital contribution 410,000 - - 410,000

Net income - - 356.189 - 356,189

BALANCE, DECEMBER 31, 2006 85 1,573,663 (702,749} (460,601) 410,398
Capitai contribution - 2,016,500 - - 2,016,500
‘ Net Loss - - {2,153,923) - (2,153,923)

BALANCE, DECEMBER 11, 2007 5 85 $ 3,590,163 $ (2,856,672) $  (460,601) $ 272975

|
|
See Notes to Financial Statements 6



DBSI SECURITIES CORPORATION
STATEMENTS OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2007 AND 2006

2007 2006

CASH FLOWS FROM COPERATING ACTIVITIES
Net income (loss) $ (2,153,923) $ 356,189
Adjustments to reconcile net income (loss) to net
cash provided (used} by operating activities

Amortization 102,418 39,182
Changes in assets and liabilities
Accounts receivable 845,672 (838,220)
Accounts payable (175,589) 740,868
Prepaid expenses (3,334) -
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES (£,384,756) 298,019

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of software - (141,600)

NET CASH USED BY INVESTING ACTIVITIES - (141,600

CASH FLOWS FROM FINANCING ACTIVITIES

Payment of note payable - (414,306}

Owner contributions 2,016,500 410,000
NET CASH PROVIDED (USED) BY FINANCING ACTIVITIES 2,016,500 (4,306)
NET CHANGE IN CASH 631,744 152,113
CASH, BEGINNING OF YEAR 205,821 53,708
CASH, END OF YEAR $ 837,565 $ 205,821

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Noncash financing activities
Purchase of treasury siock with note payable to related party $ - 3 414,306

See Notes to Financial Statements



DBSI SECURITIES CORPORATION
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2007 AND 2006

NOTE 1 - NATURE OF ORGANIZATION AND OPERATIONS

The DBSI Securities Corporation (the “Company™) was designed for the marketing of the securities of affiliated
companics.

Income Recognition

The financial statements of the Company are maintained on the accrual basis according to generally accepted
accounting principles. Commission revenue and expenses are recognized based on the trade date.

Income Tax Status

The Company, with the consent of its stockholders, has elected to have its income for the years ended December
31, 2007 and 2006 taxed under section 1372 of the Internal Revenue code and a similar section of the state
income tax law, which provide that, in lieu of corporation income taxes, the stockholders are taxed on their
proportionate shares of the Company’s taxable income.

Use of Estimates

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

Cash and Cash Equivalents

Cash and cash equivalents generally consists of cash on hand, cash in banks and other investments with an
original maturity of three months or less.

Advertising Costs

Advertising costs are charged to operations in the year incurred. The advertising costs incurred for the years
ended December 31, 2007 and 2006 were $1,038,588 and $491,536, respectively.

Website Development Costs

Website development and maintenance costs are expensed to operations or capitalized and amortized over the
expected useful life of the asset of one year in accordance with EITF 00-2 and SOP 93-1.

Reclassifications

Certain items from the prior year have been reclassified to be comparative to the current year presentation. The
reclassifications have no effect on equity.

{continued on next page) 8



NOTES TO FINANCIAL STATEMENTS

NOTE 2 - STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF
GENERAL CREDITORS

As of December 31, 2007, DBSI Securities Corporation did not have any subordinated liabilities; therefore, a
Statement of Changes in Liabilities Subordinated to Claims of General Creditors has not been included in this
financial report.

NOTE 3 - PROCEDURES FOLLOWED FOR SAFEGUARDING SECURITIES

Due to the nature of the practice of the Company, the Company does not hold funds or securities of customers.
Since the Company 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 STOCK
Treasury Stock is shown at cost and at December 31, 2007 and 2006 consists of 163 shares of common stock.
NOTE 5 - RELATED PARTY TRANSACTIONS

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

All receivables and revenues recorded and substantially all expenses as of and for the years ended December 31,
2007 and 2006 were from related parties. As of December 31, 2007 and 2006, $25,000 of the receivable balance
was due from an employee.

The Company and other entities with which it does business are under common control. The existence of that
control could result in operating results or financial position of the entity significantly different from those that
would have been obtained if the entities were autonomous.

NOTE 6 - NET CAPITAL REQUIREMENTS

Pursuant to the net capital requirements of Rule 15¢3-1 of the Securities and Exchange Act of 1934, the Company
is required to maintain a minimum net capital, as defined under such provisions. Net capital and the related net
capital ratio may fluctuate on a daily basis. At December 31, 2007, the Company had a net capital of $244,642
and net capital requirements of $43,103. The Company does not have any custodian accounts or investor funds
held.

NOTE 7 - CONCENTRATIONS OF CREDIT RISK
The Company is subject to concentrations of credit risk associated with cash and cash equivalents. Cash is

maintained in Boise area financial institutions and is insured up to the $100,000 limit by FDIC. Uninsured
deposits totaled $737,565 and $283,088 on December 31, 2007 and 2006, respectively.
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DBSI SECURITIES CORPORATION

SCHEDULE I - COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF THE SECURITIES

AND EXCHANGE COMMISSION
DPECEMBER 31, 2007

Net capital
Total stockholder’s equity
Less nonallowable assets

Net capital

Aggregate indebtedness
Accounts payable and accrued liabilities

Computation of basic net capital requirement
Base minimum net capital required

Calculated minimurn net capital required
Excess net capital
Excess net capital at 1000%

Ratio: Aggregate indebtedness to net capital
Reconciliation with company’s computation

Net capital per Part Il of Form X-17a-5, as originally filed
Net year end adjustments

$

$

$

allen|oa ] o9

$

$

272,975
28,333

244,642

646,549

5,000
43,103
201,539
179,987

264101

211,563

33,079

244,642



