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OATH OR AFFIRMATION

L James F. Hart , swear (or affirm) that, to the best of

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

Okoboji Options LLC
Dec, 31

, as

of ;20 05 | are true and correct. I further swear (or affirm) that

neither the company nor any pariner, proprietor, principal officer or director has any proprietary interest in any account
classitied solely as that of a customer, except as follows:

None
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Signature
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This report ** contains (check all applicable boxes):g Notary Publiéq Sst;at,;il}!z;z 5
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(a) Facing Page. _ . Soe ¥ Commission Expirgs L;;QOL’ bs

(b) Statement of Financial Condition. °°°°°°Ooooaoe.;o‘);jo@oiqgog

(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.

(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.

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

(1) 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.

(I)  An Oath or Affirmation.

(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.

0 OOO0ROREEREK

mjmp

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



'~ MILLER
CWOPER
& Co., Ltd

ACCOUNTANTS AND CONSULTANTS

The Member of
Okoboji Options, L.L.C.
Chicago, Illinois

In planning and performing our audit of the financial statements of Okoboji Options, L.L.C. for the year
ended December 31, 2005, we considered its internal control 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. However, we noted certain matters involving internal control and its
operation that we consider to be reportable conditions under standards established by the American
Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention
relating to significant deficiencies in the design or operation of intemal control that, in our judgment,
could adversely affect the Company's ability to record, process, summarize, and report financial data
consistent with the assertions of management in the financial statements.

Because of the inherent limitations of internal control, errors or irregularities may nevertheless occur and
not be detected. Also, projection of any evaluation of the internal control to future periods is subject to
the risk that internal controls may become inadequate because of changes in conditions or that the degree
of compliance may deteriorate.

This letter summarizes our comments and suggestions regarding those matters. This letter does not affect
our report dated February 2, 2006, on the financial statements of Okoboji Options, L.L.C.

We will review the status of these comments during our next audit engagement. We have already
discussed many of these comments and suggestions with various Company personnel, and we will be
pleased to discuss them in further detail at your convenience, to perform any additional study of these
matters, or to assist you in implementing the recommendations.

A.) Segregation of Duties

A small number of persons have the primary responsibility for performing most of the accounting and
financial duties. As a result, some of the aspects of internal accounting control which rely upon
adequate segregation of duties are missing in your Company. The supervision and periodic review
procedures currently in place help mitigate the lack of proper segregation of duties and should be
continued. The following suggestions are procedures which could be performed by closely-held
business owners to further compensation for known weaknesses attributable to an inadequate
segregation of duties:

Receive all bank statements unopened and review their contents.

Have bank statements reconciled immediately.

Review bank reconciliations carefully.

Review supporting documentation for all disbursements in excess of predetermined
amounts.

e Sign all checks for amounts in excess of predetermined amounts and control access to
signature plates.

Review monthly financial statements and question variances.

Have a questioning attitude.

650 DUNDEE ROAD, SUITE 250 + NORTHBROOK, IL 60062-2767
PHONE 847.205.5000 » FAX 847.205.1400 * e-mail mccltd@millercooper.com




The Member of
Okoboji Options, L.L.C.
Chicago, Illinois Page Two

B.) Minimum Net Capital

The Company should evaluate its procedures in calculating its net capital on a daily basis to avoid
minimum net capital violations. There were two instances in the past two years of net capital
violations, and we recommend that the Company establish procedures to avoid the violations in the
future.

In addition, we have the following comments and suggestions for your consideration:

1. In the course of selectively reviewing cash disbursements, we noted that invoices or other
supporting documents are not retained for all disbursements. In order to avoid erroneous or
unauthorized cash disbursements, supporting documentation should be retained for all
disbursements for review and approval by the authorized check signor, or his designee.

2. We recommend that the Company modify its chart of accounts and trial balance to reflect the
change in the Company’s status from an S-Corporation to a limited liability company. In
connection with this, we further recommend that the Company change the name currently
being used on its Focus reports from “Okoboji, Opt. Inc.” to “Okoboji Options, L.L.C.”, and
update the equity section of the Focus report accordingly.

While we are communicating these reportable conditions and other suggestions, we do not believe that
they qualify as material weaknesses in conjunction with SEC Rule 17a-5, due to the level of involvement
that the stockholder takes in the business and in reviewing the Company’s internal control environment
and procedures.

This report is intended solely for the information and use of the Member, management, and others within
the Company.

If you have any questions concerning any of these items or if we can be of further assistance, please
contact us.

MILLER, COOPER & CO., LTD.

D0l Conpre £ I
Certified Public Accountants

Northbrook, Ilinois
February 2, 2006
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MILLER
COPER
& Co.,Ltd

ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT

The Member of
Okoboji Options, L.L.C.

We have audited the accompanying statement of financial condition of Qkoboji Options, L.L.C. as of
December 31, 2005, and the related statements of operations and member's capital and cash flows for the
year 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. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit 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 examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes 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 opimion.

In our opinion, the financial statements referred to above present fairly, n all matenal respects, the
financial position of Okoboji Options, L.L.C., as of December 31, 2005, 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.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The mformation contained on page 12 is presented for purposes of additional analysis and is not a
required part of the basic financial statements, but is supplemental 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.

MILLER, COOPER & CO., LTD.

*

Woalle looe + . L
Certified Public Accountants

Northbrook, Illinois
February 2, 2006

650 DUNDEE ROAD, SUITE 250 « NORTHBROOKX, IL 60062-2767
PHONE 847.205.5000 » FAX 847.205.1400 + e-mail mccltd@millercooper.com
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Okoboji Options. L.L.C.
STATEMENT OF FINANCIAL CONDITION
December 31, 2005

ASSETS
Cash and cash equivalents $ 12,955
Securities owned, at market value 21,960,278
Imerest and dividends receivable 69,702
Clearing corporation stock, at cost (market $10,000) 10,000
Total assets § 22,052,935

LIABILITIES AND MEMBER'S CAPITAL

Accounts payable § 15,000
Interest and dividends payable 118,860
Accrued traders' commuissions 75,000
Due 1o cleanng organization 14,057,849
Securities sold, not yet purchased, at market value 3,927,141

Total habilities 18,193,850
Member's capital 3,859,085

§_22,052,935

The accompanying notes are an integral part of this statement.
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Okeboji Options, L.L.C.
STATEMENT OF OPERATIONS AND MEMBER'S CAPITAL
Year ended December 31, 2005

REVENUES
Net trading gains § 354,885
Interest and dividends 669,080
1,023,965
EXPENSES
Interest and dividends 1,081,200
Occupancy and equipment rent 26,037
Qutside services and commmssions 292,100
Professional fees 24,059
Quotation service fees 87,331
Seat lease expense 68,500
Other operating expenses 40,830
1,620,057
NET LOSS (596,092)
Member's capital at beginning of year 3,778,226
Contributions from member 926,951
Distnbutions to member (250,000)
Member's capital at end of year $ 3,859,085

The accompanying notes are an mntegral part of this statement.

5-
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Okeboji Options, L.L.C.
STATEMENT OF CASH FLOWS
Year ended December 31. 2005

Cash flows from operating activities
Net loss $  (596,092)
Adjustments 1o reconcile net loss to net cash used in operations
(Increase) decrease in assets

Securities owned 2,600,638
Interest and dividends receivable (32,795)
Increase (decrease) in liabilities
Accounts payable (61,951)
Interest and dividends payable 50,732
Accrued traders' commussions (15,000)
Due to cleanng orgamzation 2,342 821
Securities sold, not yet purchased (4,970,355)
Net cash used in operating activities (682,002)
Cash flows from financing activities
Contributions from membey 926,951
Distributions 1o member (250,000)
Net cash provided by financing activities 676,951
NET DECREASE IN CASH AND CASH EQUIVALENTS (5,051)
Cash and cash equivalents at beginmng of year 18,006
Cash and cash equivalents at end of year § 12,955

Supplemental cash flow information

Cash paid during the year for mterest $ 962,340

The accompanying notes are an mtegral part of this statement.
-6-
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Okoboji Options, L.L.C.
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

NOTE A - NATURE OF BUSINESS AND SUMMARY _OF SIGNIFICANT ACCOUNTING

POLICIES

Nature of Business

Okobojyi Options, L.L.C. (the Company) is a proprietary trading firm whereby the sole member
speculates in values of securities and the respective profits and losses are reflected in current income.

Revenue Recognition

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had
settled. Profit and loss arising from all securities and commodities transactions entered into for the
account and risk of the Company are recorded on a trade date basis.

Cash Equivalents

For purposes of the statement of cash flows, the Company considers all highly hquid investments
purchased with a maturity of three months or less to be cash equivalents.

Securities Transactions and Financial Instruments

Securities owned and securities sold, but not yet purchased, are carried at market value based on
quoted prices at the date of the financial statements. All gamns or losses are recognized in income
currently (net trading gains).

Dertvative financial instruments used for trading purposes, including, if applicable, economic hedges
of trading nstruments, are carried at market value or, if market prices are not readily available, fair

value. Market values for exchange-traded denvatives, principally certain options, are based on quoted
market prices.

Fair values of options contracts are recorded in securities owned or securities sold, not yet purchased,

as appropnate (see Note B). Open equity in trading transactions are recorded as due from or due to
clearing orgamzation, as applicable.

Clearing Comporation Stock

Clearing corporation stock is at cost or, if an other than temporary impairment in value has occurred,
at a value that reflects management's estimate of the value, net of any impairment.

7-
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Okoboji Options, L.L.C.
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

NOTE A - NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

6. Income Taxes

The Company, by virtue of the consent of its member, has elected to operate as a Limited Liability
Company. Accordingly, net income and loss are specifically allocated and taxed to the mndividual
member and an income tax provision has not been recorded in these financial statements.

7. Use of Estimates

In preparing financial statements, management 1s required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the 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.

NOTE B - SECURITIES OWNED AND SECURITIES SOLD., NOT YET PURCHASED

Securities owned and sold, not yet purchased, consisted of trading and mvestment securrties at market
value, as follows:

Sold
Not Yet
Owned Purchased
Options held $ 6,276,370 § 3,730,773
Corporate stock 15,683,908 196,363

$_ 21960278 § 3,927,141

—_—

NOTE € - DUE TO CLEARING ORGANIZATIONS

The Company clears its proprietary transactions through a clearing organization on a fully disclosed basis.
The amount due to the clearing organization 1s a net result of deposits made to the clearing organization by
the Company, proceeds from closed long investment transactions, and labilities from closed short
investment transactions. Related interest is at a vanable rate based on the federal funds rate and also
based upon whether there 1s a balance due to the clearing orgamization or due from the clearing
orgamization. The rate effective at December 31, 2005 is 4.84%.

-8-

MILLER COOPER & Co., LTD.




Okoboji Options, L.L.C.
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

NOTE D - COMMITMENT AND CONTINGENCIES

1. Operating Lease and Rental Agreements

The Company leases its office facility under an informal month-to-month arrangement, with related
rent expense aggregating $26,037 m 2005.

The Company also leases a seat on the Chicago Board Options Exchange (CBOE). The lease calls
for rent to be based on the fair value of the seat during the previous month. The lease is renewable on
a monthly basis. Related rent expense aggregated $68,500 m 2005.

2. Concentration of Credit Risk

The Company maintams cash balances in one financial institution located in Chicago, Hhnois. These
balances are insured by the Federal Deposit Insurance Corporation up to $100,000. At December 31,
2005, there were no uninsured cash balances.

The Company 1s engaged in various trading and brokerage activities in which counterparties primanily
mclude clearing organizations and banks. In the event counterparties do not fulfill their obligations,
the Company may be exposed to nisk. The nisk of default depends on the creditworthiness of the

counterparty or issuer of the instrument. It 1s the Company's policy to review, as necessary, the credit
standing of each counterparty.

3. Financial Instruments with Off-Balance Sheet Risk

The Company enters into various iransactions involving derivatives and other off-balance sheet
financial mstruments. These financial instruments include exchanged-traded options. These
denvative financial instruments are used to conduct trading activities and are, therefore, subject to
varymng degrees of market and credit risk.

The market values of derivative financial instruments held on December 31, 2005 are as follows:

Assets Liabilities
Options held $ 6,276,370 $§ 3,730,773

-9-
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Okoboji Options, L.L.C.
NOTES TO FINANCIAL STATEMENTS
December 31, 2005

NOTE D - COMMITMENT AND CONTINGENCIES (Continued)

3. Fmancal Instruments with Off-Balance Sheet Risk (Continued)

The Company also has sold securities that 1s does not currently own and will, therefore, be obhgated
to purchase such secumties at a future date. The Company has recorded these obligations in the
financial statements at December 31, 2005, at market values of the related securities, and will incur a
loss 1f the market value of the securities mcreases subsequent to December 31, 2005.

NOTE E - MINIMUM CAPITAL REQUIREMENTS

The Company is subject to the Securties and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of mumimum capital and requires that the ratio of aggregate
mdebtedness to adjusted net capital, both as defined, shall not exceed 15 1o 1. At December 31, 2005, the
Company had net capital of $2,020,090, which was $1,920,090 i excess of 1ts required net capital of
$100,000. The Company's aggregate indebtedness to adjusted net capital ratio was 0.04 to 1.

-10-
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Okoboji Options, L.L.C.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
December 31, 2005

Total assets § 22,052,935
Less non-allowable assets 10,000
Less commodity futures contracts and spot commodities propnietary
caprtal charges 40,951
Less haircuts on securities 1,788,044
Adjusted current assets 20,213,940
Total iabilities 18,193,850
Adjusted net capital 2,020,090
Mimimum net capital required 100,000
Excess net capital $ 1,920,050
Aggregate ndebtedness
Accounts payable § 15,000
Accrued traders' commuissions 75,000
Aggregate indebtedness ) 90,000
Reconciliation of net capital
Adjusted net capital as originally reported in the Company's FOCUS report $ 2,110,090
Adjustments 1o increase accrued traders' commussions and accounts payable
to amounts actually owed at December 31, 2005 (90,000)
Adjusted net capital $ 2,020,090
Ratio:
Aggregate indebtedness to adjusted net capital 0.0410 1
-12-
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ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

The Member of
Okoboji Options, L.L.C.

In planning and performing our audit of the financial statements and supplemental schedule of Okoboji
Options, L.L.C. (the Company) for the year ended December 31, 2005, 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 mnternal
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 (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 of 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:

1.  Making quarterly securities examinations, counts, verifications, and comparisons

2. Reconciliation 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
losses 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 accounting principles generally accepted in the United States of America. Rule 17a-5(g)
lists additional objectives of the practices and procedures listed in the preceding paragraph.

(Continued)
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The Member of
Okobojt Options, L.L.C. Page Two

Because of mherent hmitations 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 nisk that they may become inadequate because of changes mm conditions or that the
effectiveness of their design and operation may deterorate.

Our consideration of mtermal control would not necessanly 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 1s a condition in which the design or operation of the specific internal
control components does not reduce to a relatively low level the nisk that error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not bé detected
within a timely penod by employees m the normal course of performing their assigned functions.
However, we noted the followimg matter mvolving the control environment and its operation that we
consider to be a matenial weakness as defined above. This condition was considered in determining the
nature, timing, and extent of the procedures to be performed in our audit of the financial statements of

Okobop Options, L.L.C. for the year ended December 31, 2005, and this report does not affect our report
thereon dated February 2, 2006.

Okoboji Options, L.L.C. was 1n violation of its net capital requirements for one day during the year. The
Company was able to remedy the violation the next day. We note that, as of December 31, 2005, the
Company is in comphiance with the net capital requirements (Rule 15¢3-1) of the SEC. We noted no
additional matters nvolving internal contro! that we considered to be material weaknesses as defined
above.

‘We understand that practices and procedures that accomplish the objectives referred 1o i the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Secunties 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, we believe that the Company's practices and procedures
were adequate at December 31, 2005, to meet the SEC's objectives.

This report is intended solely for the use of the Member, management, the SEC, the Chicago Board
Options Exchange, and other regulatory agencies that rely on Rule 17a-5(g) under the Securties
Exchange Act of 1934 in their regulation of registered brokers and dealers, and 1s not intended to be and
should not be used by anyone other than these specified parties.

MILLER, COOPER & CO., LTD.

Dlille, Corn» G, 954
Certified Public Accbuntants

Northbrook, Ilmois
February 2, 2006
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