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OATH OR AFFIRMATION

1, Mark F. Preddy, Sr. , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Domestic Financial Services, Inc. as

of April 30, , 2009 , 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:

WILLIAMS, NOTARY PUBUC
BET;c()gézER PARISH, LOUISIANA
MY COMMISSION IS FOR LIFE
NOTARY 1D # 025680

Signature

Vice President
Title

@Qﬁm\ Q-(AJM

Notary Public

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

X

(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.

[J () AReconciliation, 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.

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

O

consolidation.
(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

£

** Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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DOMESTIC FINANCIAL SERVICES., INC.

ORGANIZATION AND BUSINESS

State and date of incorporation

Louisiana — May 28, 1974

Office

Shreveport, Louisiana

Business

Broker-dealer of securities and oil and gas drilling programs.
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To the Stockholder of 70 Roy E. PRESTWOOD, CPA
Domestic Financial Services, Inc.
Shreveport, Louisiana

Report of Independent Registered Public Accounting Firm

We have audited the accompanying balance sheet of Domestic Financial Services, Inc. as of April 30, 2009,
and the related statements of income, changes in stockholder's equity, and cash flows for the year then
ended. These financial statements are the responsibility of the Company’s management. QOur
responsibility is to express an opinion on these financial statements based on our audit. The financial
statements of Domestic Financial Services, Inc. as of April 30, 2008 were audited by other auditors whose
report dated June 10, 2008 expressed an unqualified opinion on those statements.

We conducted our audit in accordance with the Standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor were we engaged to perform, an audit of its internal control over financial reporting.
Our audit included 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
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such
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 financial statement presentation. We believe that
our audit provides 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 Domestic Financial Services, Inc. as of April 30, 2009, and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

oot Wk g+ Nl W

Heard, McElroy & Vestal, LLP
Shreveport, LA
June 24, 2009

HVV

A PROFESSIONAL SERVICES FIRM | hmv@hmvcpa.com E-mal 2
SHREVEPORT ® WEST MONROE | www.hmvcpa.com WEB ADDRESS



DOMESTIC FINANCIAL SERVICES, INC.

BALANCE SHEETS

APRIL 30, 2009 AND 2008

ASSETS

Current assets:
Cash on hand and in banks
Clearing deposit
Total cash and cash equivalents

Investments-Note 2
Interest receivable

Total assets

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities:
Income tax payable
Accounts payable
Total current liabilities

Stockholder's equity:
Common stock, $2 par, 1,000 shares authorized,
760 shares issued, 510 shares outstanding
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income

Treasury stock, 250 shares at cost
Total stockholder’s equity

Total liabilities and stockholder's equity

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

2009

17,380
10,000
27,380

1,923
1

29.304

1,157

1,162

1,520
13,579
12,520

623
28,242

(100)
28,142

29.304

13,681
10,000
23,681

3,645
18

27,344

300

2,309

2,609

1,520
13,579
7,391
2,345

24,835

(100)
24,735

27,344



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF INCOME

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

2009 2008
Revenues:
Mutual fund commissions 5,750 10,568
Commissions 70,374 75,058
Insurance commissions 116 129
Interest 686 840
Offering expense fees 10,154 -
Insurance-student tuition - 2,450
Insurance-books and materials - 3,304
Accountant supervision - 35,000
Other income 700 -
Total revenues 87,780 127,349
Operating expenses:
Interest expense - 29
Comimnissions 41,119 52,699
Regulatory fees 7,522 9,142
Professional fees 3,541 4,227
Subscriptions - 1,470
Insurance 1,098 462
Other taxes and licenses 570 402
Travel and entertainment 3,459 2,000
Miscellaneous 175 200
Bonuses 2,000 22,000
Office expense 22,010 32,993
Nondeductible fees - 21
Total operating expenses 81,494 125,645
Net income-before tax 6,286 1,704
Income tax 1,157 300
Net income 5,129 1,404

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



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF CHANGES IN STOCKHOLDER'S EQUITY

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

Accumulated
Other
Additional Compre-
Common Paid-In Retained hensive Treasury
Stock Capital Eamings Income Stock

Balance-April 30, 2007 1,520 13,579 5,987 1,972 (100)
Net income - - 1,404 - - -
Unrealized gain on investment - - - 373 -
Balance-April 30, 2008 1,520 13,579 7,391 2,345 (100)
Net income - - 5,129 - -
Unrealized (loss) on investment - - - (1,722) -
Balance-April 30, 2009 1.520 13.579 12,520 623 (100)

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



DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

2009

Cash flows from operating activities:
Net income 5,129

Adjustments to reconcile net income to net cash
provided by operating activities:

Decrease in current assets 17
Increase (decrease) in current liabilities (1.447)

Net cash provided by operating activities 3,699

Net increase in cash and cash equivalents 3,699

Cash and cash equivalents-beginning of year 23,681

Cash and cash equivalents-end of year 27.380

Supplemental disclosure of cash flow information:
Cash paid during the year for:
Interest -
Income taxes 334

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



DOMESTIC FINANCIAL SERVICES, INC.

NOTES TO FINANCIAL STATEMENTS

APRIL 30, 2009 AND 2008

Accounting Policies

Domestic Financial Services, Inc. is a full service firm which acts as a fully disclosed introducing
broker dealer using Southwest Securities, Inc. in Dallas, Texas to clear transactions for its clients.
Direct selling agreements are maintained with the mutual fund companies whose funds are offered and
sold to clients of Domestic Financial Services, Inc. Commission income is recognized on the
settlement date.

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 and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates.

Cash Equivalents

For the purpose of reporting cash flows, cash includes cash on hand and due from bank-operations
account. The Company considers all other liquid investment instruments, such as certificates of
deposit and money market accounts to be reported as investments and are excluded from cash
equivalents.

Investment Securities

The Company accounts for its securities following the provisions of Statement of Financial
Accounting Standards No. 115 “Accounting for Certain Investments in Debt and Equity Securities”
(SFAS 115). Under SFAS 115, the Company classifies its debt and marketable equity securities in
one of three categories: trading, available-for-sale, or held-to-maturity. Trading securities are
bought and held principally for the purpose of selling them in the near term. Held-to-maturity
securities are those securities in which the Company has the ability and intent to hold the security until
maturity. All other securities not included in trading or held-to-maturity are classified as
available-for-sale.

Trading and available-for-sale securities are recorded at fair value. Held-to-maturity securities are
recorded at amortized cost, adjusted for the amortization or accretion of premiums or discounts.
Unrealized holding gains and losses on trading securities are included in earnings. Unrealized
holding gains and losses, net of the related tax effect, on available-for-sale securities are reported as a
separate component of stockholder's equity until realized. Transfers of securities between categories
are recorded at fair value at the date of transfer.

A decline in the market value of any available-for-sale or held-to-maturity security below cost that is
deemed other than temporary is charged to operations resulting in the establishment of a new cost
basis for the security.



Accounting Policies (Continued)

Premiums and discounts are amortized or accreted over the life of the related security as an adjustment
to yield. Dividend and interest income are recognized when eamed. Realized gains and losses for
securities classified as available-for-sale and held-to-maturity are included in earnings and are derived
using the specific identification method for determining the cost of securities sold.

Unrealized holding gains and losses on securities available for sale which have been reported as direct
increases or decreases in stockholder's equity, net of any related deferred tax effects, are accounted for
as other comprehensive income, as required by Statement of Financial Accounting Standards No. 130
“Reporting Comprehensive Income” (SFAS 130). This statement also requires that cumulative
changes in unrealized gains and losses on such securities be accounted for in accumulated other
comprehensive income as part of stockholder's equity.

Income Taxes

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109 “Accounting for Income Taxes” (SFAS 109). Under the provisions of SFAS 109,
deferred tax assets and liabilities are recognized for the future tax consequences attributable to
differences between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected
to apply to taxable income in the years in which those differences in bases are expected to be recovered
or settled. Income tax expense or benefit is based on federal and state taxes payable or refundable
plus or minus the change during the period in deferred tax assets and liabilities.

There were no deferred tax assets or liabilities recognized at April 30, 2009 or 2008. The effective
tax rates incurred were at rates which approximate the statutory rates for the applicable jurisdictions.

On May 1, 2008, the Company adopted FASB Interpretation (FIN) No. 48, “Accounting for
Uncertainty in Income Taxes — an interpretation of FASB Statement No. 109,” (FIN 48). FIN 48
prescribes a comprehensive model for how a company should recognize, measure, present, and
disclose in its financial statements, uncertain tax positions that it has taken or expects to take on a tax
return. This Interpretation requires that a company recognize in its financial statements the impact of
tax positions that meet a “more likely than not” threshold, based on the technical merits of the position.
The tax benefits recognized in the financial statements from such a position should be measured based
on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate
settlement.

Effective May 1, 2008, the Company also adopted FSP No. FIN 48-1, “Definition of Settlement in
FASB Interpretation No. 48,” (FSP FIN 48-1), which was issued on May 2, 2007. FSP FIN 48-1
amends FIN 48 to provide guidance on how an entity should determine whether a tax position is
effectively settled for the purpose of recognizing previously unrecognized tax benefits. The term
“effectively settled” replaces the term “ultimately settled” when used to describe recognition, and the
terms “settlement” or “settled” replace the terms “ultimate settlement” or “ultimately settled” when
used to describe measurement of a tax position under FIN 48. FSP FIN 48-1 clarifies that a tax position
can be effectively settled upon the completion of an examination by a taxing authority without being
legally extinguished. For tax positions considered effectively settled, an entity would recognize the
full amount of tax benefit, even if the tax position is not considered more likely than not to be sustained
based solely on the basis of its technical merits and the statute of limitations remains open.

The adoption of FIN 48 and FSP FIN 48-1 did not have an impact on the accompanying financial
statements.



Investments
The carrying amounts of the Company’s investment securities and their approximate fair values at

April 30, 2009 and 2008 were as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
Securities available for sale:
April 30, 2009:
SFAS 115 investments:
NDAQ 1,300 623 - 1,923
1,300 623 - 1,923
April 30, 2008:
SFAS 115 investments:
NDAQ 1,300 2.345 - 3,645
1,300 2.345 - 3,645

Net Capital
Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the

Company is required to maintain a minimum net capital, as defined under such provisions, of $5,000.
Net capital and related net capital ratio may fluctuate on a daily basis. The net capital was
approximately $29,299 at April 30, 2009 and $24,735 at April 30, 2008.

Related Party Transactions
The Company serves as the broker-dealer for affiliated companies involving the sale of oil and gas
interests to outside investors.

Fair Value of Financial Instruments

Statement of Financial Accounting Standards No. 107 “Disclosures About Fair Value of F inancial
Instruments” (SFAS 107) requires that the Bank disclose estimated fair values for its financial
instruments. Fair value estimates, methods, and assumptions are set forth below for the Bank’s
financial instruments. The fair value of investment securities is estimated based on bid prices
published in financial newspapers or bid quotations received from securities dealers. The carrying
value and estimated fair value of investment securities at April 30, 2009 and 2008 are disclosed in
Note 2.

The Company adopted Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (SFAS 157), as of May 1,2008. SFAS 157 requires disclosures that stratify balance
sheet amounts measured at fair value based on the inputs used to derive fair value measurements.
These strata include:

e Level 1 valuations, where the valuation is based on quoted market prices for identical
~assets or liabilities traded in active markets (which include exchanges and
over-the-counter markets with sufficient volume),

e Level 2 valuations, where the valuation is based on quoted market prices for similar
instruments traded in active markets, quoted prices for identical or similar instruments
in markets that are not active and model-based valuation techniques for which all
significant assumptions are observable in the market, and



5.

Fair Value of Financial Instruments (Continued)

e Level 3 valuations, where the valuation is generated from model-based techniques
that use significant assumptions not observable in the market, but observable based on
Bank-specific data. These unobservable assumptions reflect the Bank’s own
estimates for assumptions that market participants would use in pricing the asset or
liability. Valuation techniques typically include option pricing models, discounted
cash flow models and similar techniques, but may also include the use of market
prices of assets or liabilities that are not directly comparable to the subject asset or
liability.

Fair values of assets and liabilities measured on a recurring basis at December 31, 2008 and 2007 are
as follows:

Fair
Level 1 Level 2 Level 3 Value
April 30, 2009:
Securities available for sale 1,923 - - 1,923
April 30, 2008:
Securities available for sale 3,645 - - 3,645

Recent Accounting Pronouncements and Accounting Changes

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair
Value Measurements” (SFAS 157), which provides guidance for using fair value to measure assets
and liabilities, but does not expand the use of fair value in any circumstance. SFAS 157 also requires
expanded disclosures about the extent to which a company measures assets and liabilities at fair value,
the information used to measure fair value, and the effect of fair value measurements on an entity’s
financial statements. This statement applies whenever other standards require or permit assets and
liabilities to be measured at fair value. SFAS 157 is effective for financial statements issued for fiscal
years beginning after November 15, 2007, and interim periods within those fiscal years, with early
adoption permitted. The Company adopted SFAS 157 on May 1, 2008, and the effect of adoption on
the financial statements was not material.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159, “The Fair
Value Option for Financial Assets and Financial Liabilities” (SFAS 159). SFAS 159 allows entities to
voluntarily choose, at specified election dates, to measure financial assets and financial liabilities (as
well as certain non-financial instruments that are similar to financial instruments) at fair value (the
“fair value option™). The election is made on an instrument-by-instrument basis and is irrevocable. If
the fair value option is elected for an instrument, SFAS 159 specifies that all subsequent changes in
fair value for that instrument be reported in earnings. SFAS 159 is effective as of the beginning of an
entity’s first fiscal year that begins after November 15, 2007, and earlier adoption is permitted. The
Company adopted SFAS 159 on May 1, 2008, and there was no material effect of adoption on the
financial statements.

In October 2008, the FASB issued FASB Staff Position No. FAS 157-3, “Determining the Fair Value
of a Financial Asset When the Market for That Asset Is Not Active” (“FSP 157-3”). FSP 157-3
clarifies the application of FAS 157 in a market that is not active. The FSP is intended to address the
following application issues: (a) how the reporting entity’s own assumptions (that is, expected cash
flows and appropriately risk-adjusted discount rates) should be considered when measuring fair value
when relevant observable inputs do not exist; (b) how available observable inputs in a market that is

10



Recent Accounting Pronouncements and Accounting Changes  (Continued)

not active should be considered when measuring fair value; and (c) how the use of market quotes (for
example, broker quotes or pricing services for the same or similar financial assets) should be
considered when assessing the relevance of observable and unobservable inputs available to measure
fair value. FSP 157-3 is effective on issuance, including prior periods for which financial statements
have not been issued. The Company adopted FSP 157-3 for the year ended April 30, 2009 and the
effect of adoption on the financial statements was not material.

Il
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To the Stockholder of
Domestic Financial Services, Inc.
Shreveport, Louisiana

Independent Auditor's Report on Additional Information

A. D. Jounson, Jr., cra

Benjamin C. WooDs, Cra/ABV, CVA
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Me1iissa D. MITCHAM, CPA, CFP

Or COUNSEL

GILBERT R. SHANLEY, JR., CPA
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RoN W. STEWART, CpA, APC

Our report on our audit of the basic financial statements of Domestic Financial Services, Inc. appears on
Page 2. That audit was made for the purpose of forming an opinion on the basic financial statements taken
as a whole. The additional information presented in the following section of this report on Pages 11
through 13 is presented for purposes of additional analysis and is not a required part of the basic financial
statements. This 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.
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DOMESTIC FINANCIAL SERVICES, INC.

STATEMENTS OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

2009 2008

Subordinated liabilities-beginning of year

Increase in securities borrowed under subordination agreement

Subordinated liabilities-end of year

13



10.

11.

12.

13.

14.

DOMESTIC FINANCIAL SERVICES, INC.

COMPUTATION OF NET CAPITAL

UNDER RULE 15¢3-1

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

Total ownership equity from balance sheet
Total ownership equity qualified for net capital
Total capital and allowable subordinate liabilities
Deductions and/or charges:
a. Total nonallowable assets (15% of the market
value of investment in NDAQ)

Net capital (Note C)

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

Minimum dollar net capital requirement

Net capital requirement (greater of Line 6 or 7)

Excess net capital (Line 5 less 8)

Excess net capital at 100% (Line 5 less 10% of Line 12)
Total AL liabilities from balance sheet

Total aggregate indebtedness

Percentage of aggregate indebtedness to net capital
(Line 12 divided by Line 5)

Percentage of debt to debt-equity total

2009 2008
28,142 24,735
28,142 24,735

- 300

(288) * (547) *

27.854 24.488
5,000 5,000
5,000 5,000

22,854 19,488

22.854 24,488

0.00% 0.00%

0.00% 0.00%

For the year ended April 30, 2009 and 2008, the Company considers 15% of the market value of the investment in

NDAQ to be a nonallowable asset.

The accompanying notes are an integral part of this financial statement.
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DOMESTIC FINANCIAL SERVICES, INC.

NOTES TO ADDITIONAL INFORMATION

FOR THE YEARS ENDED APRIL 30, 2009 AND 2008

NOTE A —NONALLOWABLE ASSETS

All assets which are considered not readily convertible into cash pursuant to Rule 15¢3-1 must be deducted
as nonallowable assets. For fiscal years ending on or after April 30, 2009 and 2008, the Company
considers 15% of the market value of the investment in NADQ to be a nonallowable asset.

NOTE B - RULE 15¢3-3 REQUIREMENTS

The Company is specifically exempted from the computation for determination of reserve requirements and
possession on control requirements under Rule 15¢3-3 by paragraphs K(2)(ii) and Paragraph K-3. The
Company is a fully disclosed introducing broker dealer. It carries no margin accounts, promptly transmits
all customer funds and delivers all securities received in connection with its activities as a broker or dealer
and does not hold funds or securities for, or owe money or securities to customers. The Company may
from time to time act as the managing broker dealer in connection with a private placement offering.
Should this occur, the Company maintains a separate bank account for the exclusive benefit of its
customers.

NOTE C -RECONCILIATION OF NET CAPITAL UNDER RULE 15¢3-1

2009 2008
Net capital as filed per unaudited X-17A-5 Part I1A 27,854 24,488
Audit adjustments of income and expense reported on Part IIA - (300)
Audit adjustments of nonallowable assets on Part IIA 288 * 547 *
Net capital per audited financial statements 28.142 24.735

*  For the year ended April 30, 2009 and 2008, the Company considers 15% of the market value of the investment in
NDAQ to be a nonallowable asset.
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