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OATH OR AFFIRMATION

iL.vF tilc swear or affirm that to the best of

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

INX3 LLC as

of f\pLy 9e 20 are true and correct 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 customer except as follows

A\ ______

Notary Public

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Forconditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



PRCEWATERHOUSECcJJPERS

PricewaterhouseCoopers LLP

185 Asylum Street Suite 2400

Hartford CT 06103-3404

Telephone 860 241 7000

Facsimile 860 241 7590

Report of Independent Accountants

Audit Committee

Dowling Partners Securities LLC

In accordance with Rule 7a-5e4 of the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Transitional Assessment

Reconciliation Form SPC-7T of the Securities Investor Protection Corporation SIPC of Dowling

Partners Securities LLC the Company for the period from April 2009 through December 31

2009 which were agreed to by the Company the Securities and Exchange Commission Financial

Industry Regulatory Authority Inc and the Securities Investor Protection Corporation collectively the

specified parties solely to assist the specified parties in evaluating the Companys compliance with

the applicable instructions of Form SIPC-7T during the period ended December 31 2009 Management
is responsible for the Companys compliance with those requirements This agreed-upon procedures

engagement was conducted in accordance with attestation standards established by the American

Institute of Certified Public Accountants The sufficiency of these procedures is solely the responsibility

of those parties specified in this report Consequently we make no representation regarding the

sufficiency of the procedures described below either for the purpose for which this report has been

requested or for any other purpose

The procedures we performed and our findings are as follows

Compared the listed assessment payments on page items 2B and 2F of Form SIPC-7T with

the respective cash disbursement records No differences were noted

Corn pared the Total Revenue amount reported on page of the audited Form X-1 7A-5 for the

year ended December 31 2009 less the revenues reported on Dowling Partners Securities

LLCs Focus Reports for the period from January 2009 to March 31 2009 as applicable with

the Total revenue amount of $23061571 reported on page item 2a of Form SIPC-7T for the

period from April 2009 through December 31 2009 No differences were noted in the above

comparison

Compared any adjustments reported on page items 2b and 2c of Form SIPC-7T with the

supporting schedules and working papers as follows

Compared deduction on line commissions floor brokerage and clearance paid to

other SIPC members in connection with securities transactions of $853077 to

supporting schedules provided by Caroline Klotz Controller No differences were

noted

Compared deduction on line net gain from securities in investment accounts of

$1698641 to supporting schedules provided by Caroline Klotz Controller No

differences were noted



Compared deduction on line interest of $2036 to the Focus Filings for the quarters

ending June 30 2009 September 30 2009 and December 31 2009 from Caroline

Klotz Controller No differences were noted

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7T and in the

related schedules and working papers obtained in procedure as follows

Recalculated the mathematical accuracy of the SIPC Net Operating Revenues on

page line 2d and the General Assessment .0025 on page line 2e of

$20507817 and $51269.54 respectively of the Form SIPC-7T No differences were

noted

Recalculated the mathematical accuracy of the schedule to support the deduction on

line commissions floor brokerage and clearance paid to other SIPC members in

connection with securities transactions of $853077 that was provided by Caroline

Klotz Controller No differences were noted

Recalculated the mathematical accuracy of the schedule to support the deduction on

line net gain from securities in investment accounts of $1 698641 that was

provided by Caroline Klotz Controller No differences were noted

Recalculated the mathematical accuracy of the Focus Filing pages to support the

deduction on line interest of $2036 to the Focus Filings for the quarters ending

June 30 2009 September 30 2009 and December 31 2009 that were provided by
Caroline Klotz Controller No differences were noted

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on the Companys preparation of Form SIPC 7-T in accordance with the

applicable instructions Accordingly we do not express such an opinion Had we performed additional

procedures other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of management and the board of directors of

the Company the Securities and Exchange Commission Financial Industry Regulatory Authority Inc
and the Securities Investor Protection Corporation and is not intended to be and should not be used by

anyone other than these specified parties

February 24 2010
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PRCEWATERHOUSECWPERS

PricewaterhouseCoopers LLP

185 Asylum Street Suite 2400

Hanford CT 06103-3404

Telephone 860 241 7000

Facsimile 860 241 7590

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 2009 and 2008 in conformity with accounting principles generally accepted in the

United States of America This financial statement is the responsibility of the Companys management

Our responsibility is to express an opinion on this financial 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 test basis evidence supporting the amounts and disclosures in the statement

of financial condition assessing the accounting principles used and significant estimates made by

management and evaluating the overall statement of financial condition presentation We believe that

our audits provide reasonable basis for our opinion

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole Schedule is presented for purposes of additional analysis and is not required part of the

basic financial statements but is supplementary information required by Rule 7a-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 whole

February 24 2010



Dowling Partners Securities LLC
Statement of Financial Condition

December 31 2009 and 2008

2009 2008

Assets

Cash and cash equivalents 15213137 16221742

Deposits with clearing organization 250000 250000

Syndicate designations receivable 106000

Commissions receivable 908973 128464

Securities owned at fair value Note 4967765 4971516
Fixed assets Note 28169 42188

Other assets 256046 209970

Total 21730090 21823880

Liabilities and Capital

Liabilities

Incentive compensation payable 4645058 4841673
Accounts payable and accrued expenses 590585 547667

Distribution payable to Parent Company 3318083 3432255
Securities sold not yet purchased 176364 2285

Total liabilities 8730090 8823880

Member equity 13000000 13000000

Total 21730090 21823880

The accompanying notes are an integral part of these financial statements



Dowling Partners Securities LLC
Notes to Statement of Financial Condition

December 31 2009 and 2008

Summary of Significant Accounting Policies

Business

Dowling Partners Securities LLC the Company is registered broker-dealer located in

Farmington Connecticut that is wholly-owned subsidiary of Dowling Partners Holdings LLC

the Parent Company Dowling Partners Securities initiates securities transactions for variety

of institutional clients on fully disclosed basis The Company is registered with the Securities and

Exchange Commission SEC and is member of the Financial Industry Regulatory Authority

FINRA formerly the NASD and the Securities Investors Protection Corporation SIPC The

Company does not receive customer funds or securities during the course of its operations and is

exempt from the calculation of reserve requirement pursuant to Rule 5c3-3 subparagraph

k2ii 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

Companys 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 common and preferred stocks

which are classified as trading securities and reported at fair value The resulting difference

between cost and fair value is reported in earnings

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 Actual results could differ from those

estimates

Income Taxes

The Company made an election to be taxed as 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 result the Company pays no income tax on its income and receives

no income tax benefit from its losses

Recent Accounting Pronouncements

In June 2009 the Financial Accounting Standards Board FASB approved the FASB Accounting

Standards Codification ASC or Codification Codification creates single source of authoritative

nongovernmental generally accepted accounting principles in the United States of America The

Company adopted Codification for the year ending December 31 2009 Codification did not have

an impact our financial position



Dowling Partners Securities LLC
Notes to Statement of Financial Condition

December 31 2009 and 2008

In May 2009 the FASB amended ASC855 Subsequent Events ASC 855 as amended
establishes general standards of accounting for and disclosure of events that occur after the

balance sheet date but before financial statements are issued or are available to be issued The

standard also includes new required disclosure of the date through which an entity has evaluated

subsequent events The Company adopted this guidance for the year ended December 31 2009

resulting in additional disclosure surrounding the period used to evaluate subsequent events The

adoption did not have significant impact on our financial position

As of February 24 2010 the date in which the financial statements were issued management has

determined that no subsequent events have occurred following the balance sheet date of

December 31 2009 which require recognition or disclosure in the financial statements

Securities Owned

Securities owned consist of the following as of December 31

2009 2008

Common stock 3794972 4148496

Preferred securities 889505 694438

Mutual funds 49200 31747

Treasury bonds 105992 96835

Corporate Bonds 112721

Options 15375

4967765 4971516

Fair Value Measurements

Fair value estimates are made as of specific point in time based on the characteristics of the

financial instruments and relevant market information In accordance with ASC 820 the fair value

estimates are measured within the fair value hierarchy The hierarchy gives the highest priority to

unadjusted quoted prices in active markets for identical assets or liabilities level measurements
the lowest priority to unobservable inputs level measurements The three levels of the fair value

hierarchy under ASC 820 are described below



Dowling Partners Securities LLC
Notes to Statement of Financial Condition

December 31 2009 and 2008

Basis of Fair Value Measurement

Level Unadjusted quoted prices in active markets that are accessible at the measurement date

for identical unrestricted assets or liabilities

Level Quoted prices in markets that are not active or inputs that are observable either directly

or indirectly for substantially the full term of the asset or liability

Level Prices or valuation techniques that require inputs that are both significant to the fair value

measurement and unobservable i.e supposed by little or no market activity

When available quoted market prices are used In other cases fair values are based on estimates

using present value or other valuation techniques These techniques involve uncertainties and are

significantly affected by the assumptions used and judgments made regarding risk characteristics

of various financial instruments discount rates estimates of future cash flows future expected loss

experience and other facts Changes in assumptions could significantly affect these estimates

Derived fair value estimates cannot be substantiated by comparison to independent markets and
in certain cases could not be realized in an immediate sale of the instruments As of and for the

years ended December 31 2009 and 2008 the Company did not have any financial instruments

that were fair valued using present value or other valuation techniques

Fair value estimates are based on existing financial instruments without attempting to estimate the

value of anticipated future business and the value of assets and liabilities that are not financial

instruments Accordingly the aggregate fair value amounts presented to do purport to represent

the underlying market value of the Company

The following table details the financial instruments carried at fair value on recurring basis as of

December 31 2009 and indicates the fair value hierarchy of the valuation techniques utilized by the

Company to determine fair value

December 31 2009

Quoted Prices in Sigificant

Active Markets for Significant Unobservable

Identical Assets Observable Inputs Inputs

Level Level Level

Securities owned at fair value 3950164 1017601

Securities sold not yet purchased 176364

During the year ended December 31 2009 there were no transfers to or from level

Securities Owned and Securities Sold

Where quoted prices are available in an active market securities are classified within Level of the

valuation hierarchy Level securities include common stock highly liquid government bonds and

exchange-traded equities If quoted prices are not available then fair values are estimated by

using pricing models i.e matrix pricing or quoted prices of securities with similar characteristics

and are classified within Level of the valuation hierarchy Examples of such instruments would

include preferred stock The Company has no financial instruments categorized as Level as of

December 31 2009 Fair values are based on quoted market prices

The Company has no financial instruments carried at fair value on nonrecurring basis



Dowling Partners Securities LLC
Notes to Statement of Financial Condition

December 31 2009 and 2008

Fixed Assets

Fixed assets consist of the following at December 31

2009 2008

Equipment 745211 663239

Furniture and fixtures 457000 457000

Leasehold improvements 28056 28056

1230267 1148295
Accumulated depreciation 1202098 1106107

Total 28169 42188

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 2009 and 2008 uninsured cash and cash equivalent

balances aggregated $14713137 and $15971742 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 carrying broker the Company would be financially responsible to

compensate the carrying broker for losses suffered as result of doing business with the

Companys customers Such potential losses represent off-balance-sheet risk to the Company
The Company has policy of reviewing as considered necessary the credit standing of each

customer with whom they conduct business The Company maintains required deposit of at least

$250000 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 2009 the Company has

recorded no liabilities with regard to the right

Net Capital

The Company as registered broker-dealer in securities is subject to the Uniform Net Capital

Rule the Rule under the Securities Exchange Act of 1934 Under the Companys 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 $2500 per market made
or $100000 is maintained Additionally the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to The Rule also requires that equity capital may not be withdrawn

or cash dividends paid if net capital is less than 120% of the Companys minimum net capital

requirement or its ratio of aggregate indebtedness to net capital exceeds requirements

At December31 2009 the Company had net capital of $12394423 and minimum net capital

requirement of $100000 The ratio of aggregate indebtedness to net capital was 0.65 to at

December 31 2009



Dowling Partners Securities LLC
Notes to Statement of Financial Condition

December 31 2009 and 2008

Related Party Transactions

The Company currently leases office space from an entity owned by certain of the Companys
members Rent expense for this lease amounted to $231 21 and $228004 during 2009 and

2008 respectively

Commitments

Lease Commitments

The Company leases certain of its offices under operating leases Rent expense under these

leases was approximately $343886 and $342288 for the years ended December 31 2009 and

2008 respectively

As of December 31 2009 future minimum lease payments under noncancellable leases were

Year Amount

2010 280120

2011 53779

333899



Dowling Partners Securities LLC

Computation of Net Capital for Brokers and Dealers Pursuant to Rule 15c3-1

Under the Securities Exchange Act of 1934

December 31 2009 and 2008

Net capital

Capital 13000000

Discretionary liability 521537

Total capital and allowable credits 13521537

Less nonallowable assets

Fixed assets 28169

Other assets 362046

Net capital before haircuts 13131322

Haircuts on securities including undue concentration 736899

Net capital 12394423

Less net capital requirement greater of $100000

6-2/3% of aggregate indebtedness or $535480 535480

Net capital in excess of requirements 11858943

Computation of Aggregate Indebtedness Pursuant to Rule 5c3-1

Under the Securities Exchange Act of 1934 as of December 31 2007

Total liabilities 8730090

Exclusions from aggregate indebtedness

Discretionary liability 521537

Securities sold but not yet purchased 176364

Aggregate indebtedness 8032189

Ratio of aggregate indebtedness to net capital 0.65 to


