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OATH OR AFFIRMATION
I, James Peterson » swear (or affirm) that, to the best of
my knowledee and belief the accompanvine financial statement and supporting schedules pertaining to the firm of
MMLISI Financial Alliances, LLC as

3

of December 31 , 2005 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprictor, principal officer or director has any proprietary interest in any account
classificd solely as that of a customer, except as follows:

A
VAAAAR IV v ARVAAFEAA T
NDENNIS L. PEDERSON %MWJW\
03] NOTARY PUBLIC-MINNESOTA ' Signature

bty Gommission Exgires Jan. 81, 2010
AAAANSANY 1,

CCO, Treasurer, FINOP
Title

=2-23-of

Notary Public

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

(a) Facing Page.

X} (b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(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.

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

() 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.

(D An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

0 O00XOMMKXM

00

& (o) Independent Auditor's Report on Internal Accounting Controls,

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

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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KPMG LLP
One Financial Plaza
Hartford, CT 06103-4103

Independent Auditors’ Report

To the Member of
MMVLISI Financial Alliances, LLC;

We have audited the accompanying statement of financial condition of MMLISI Financiat Alliances, LLC
(the “Company”) as of December 31, 2005, and the reiated statements of operations, changes in member's
equity, 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 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 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
cvaluating 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 MMLISI Financial Alliances, LLC as of December 31, 2005. and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted
accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedule I 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 1o 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.

KPMa LIP

Hartford, CT
February 28, 2006

KPMG LLP. a LS. limited hability partnership, is the U.S.
member firm of KPMG Intemational, a Swiss cooperative.




MMILISI FINANCIAL ALLIANCES, LLC

Statement of Financial Condition
December 31, 2005

Assets
Cash and cash equivalents
Prepaid expenses
Goodwill
Taxes receivable

Total assets

Liabilities and Member’s Equity

Due to affiliate

Deferred tax liability

Accrued expenscs and other payablces

Total liabilities

Member’s Equity:
Member’s cumulative contributions
Accumulated deficit

Total member’s cquity

Total habilitics and member’s equity

See notes to financial statements.

42,978
2,116
138,733
43,299

232,126

7,500
5,221
116

12,837

325,000
(105,711)

219,289

232,126




MMLISI FINANCIAL ALLIANCES, LLC

Statement of Operations
For the Year Ended December 31, 2005

Revenues
Commissions

Total revenues
Expenses
General and administrative expensecs
Total expenses
Loss before income taxes
Income tax benefit

Net foss

See notes to financial statements.

101,744

101,744

(101,744)

43,078

(58,666)




MMLISI FINANCIAL ALLIANCES, LLC

Statement of Changes in Member’s Equity
For the Year Ended December 31, 2005

Member’s Total
Cumulative Accumulated Member’s
Contributions Deficit Equity
Balance - January 1, 2005 $ 200,000 b (47,045) $ 152,955
Member’s contributions 125,600 - 125,000
Net loss - {58,600) (58,600)
Balance - December 31, 2005 $ 325,000 $ (105711 % 219,289

See notes to financial statements.




MMULISI FINANCIAL ALLIANCES, LLC

Statement of Cash Flows
For the Year Ended December 31, 2005

Cash Flows from Operating Activities
Net loss
Adjustments to reconcile net loss to cash used in operating activities
Deferred taxes
Changes in asset and liabilities:
Decrease in accrued expenses and other payables
Increase in due to affiliate
Increase in prepaid expenscs
Increase in taxes receivable

Net cash used in operating activities

Cash Flows from Financing Activities
Member’s contributions

Net cash provided by financing activities
Net increase in cash and cash cquivalents
Cash and cash equivalents at beginning of year

Cash and cash cquivalents at end of year

See notes to financial statements.

&

(58,660)
5,221

(10,155)
5,000

(562)

(48,299)

(107,461)

125,000

125,000

17,539

25,439

42,978




MMLISI FINANCIAL ALLIANCES, LLC

Notes to Financial Statements
December 31, 2005

1.

Organization

MMLISI Financial Alhances, LLC (the “Company”), a wholly owned subsidiary of MML
Investors Services, Inc. (“MMLISI™), is a referral broker-dealer, formed for the sole purpose of
providing clients of certain professional firms with access to products and services offered by
MMLISI and certain other members of MassMutual Financial Group. The Company intends to
begin accepting professional firms as new members in 2006. The professional firms will provide
member contributions in exchange for non-controlling equity interests in the Company and will
reimburse the Company for expenses incurred. The Company is a registercd broker-dealer under
the Secunties and Exchange Act of 1934,

Significant Accounting Policies

Cash and Cash Equivalents — The Company considers any investment with an original maturity
of three months or less to be a cash equivalent.

General and Administrative Expenses — General and administrative expenses are recorded on an
accrual basis,

Use of Estimates — The preparation of financial statements in conformity with accounting
principles gencrally 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 reporting period. Actual results could differ from those
estimates.

Fair Value of Financial Instruments — Financial instruments, which include cash and cash
equivalents, receivables and payables, approximate their fair values because of the short maturities
of these assets and liabilities.

Goodwill - Goodwill represents the excess of costs over fair value of assets of businesses acquired.
Goodwill acquired in a purchase business combination and determined to have an indefinite useful
life is not amortized, but is tested for impairment at least annually.

Income Taxes — The Company accounts for income taxes and related accounts under the asset and
liability method. Deferred tax assets and liabilities are determined based on the difference
between the financial statement and tax bases of assets and liabilities using enacted rates expected
to be in effect during the year in which the basis difference reverse.

Related Party Transactions and Agreements

The Company has agreed to reimburse MMLISI for audit fees paid on the Company's behalf. The
audit fees for the year ended December 31, 2005, were $7,500 and are recorded as a due to
affiliate.

-6-



MMLISI FINANCIAL ALLIANCES, LLC

Notes to Financial Statements
December 31, 2005

4.,  Goodwill

Goodwill was recorded at the date of acquisition in 2004 and remains as of December 31, 2005.
During 2005, the company tested the goodwill for impairment in accordance with FASB Statement
No. 142, Goodwill and Other Intangible Assets, and determined that there was no impairment.

5. Operating Leases

The Company has no operating leases with remaining noncancelable terms in excess of one year at
Dccember 31, 2005. The current office lease expires during 2006, with remaining lease costs of
$20,453 in 2006. Rent expense for 2005 was $12,798 and is included in general and
administrative expenses.

6. Broker’s Bond

The Company carries a broker’s blanket fidelity bond in the amount of $300,000. In addition, the
Company 1s afforded additional coverage under the MassMutual Corporate Fidelity Bond Program
in the amount of $100,000,000.

7. Income Taxes

The Company is a limited hability company, owned by a single owner, MMLISI, an indirect
wholly owned substdiary of Massachusetts Mutual Life Insurance Company (“MassMutual™). The
Company is treated as a division of MMLISI, for all federal tax purposes. The income,
deductions, gains or losses of the Company are reflected on MassMutua!’s income tax return for
the calendar year.

A tax sharing agrecment covers the members of the MassMutual consolidated group and all single
member limited liability companics owned by the consolidated group members (collectively, the
“Partics”). That agreement generally requires cach Party to pay MassMutual 1o the extent its
activity increases the consolidated federal income tax liability, and requires MassMutual to pay
each Party to the extent the Party’s activity decreases the consolidated federal income tax liability.
These tax-sharing payments are calculated and paid on a quarterly basis. As of December 31,
2005, $43,078 was receivable from MassMutual for income taxes.
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MMLISI FINANCIAL ALLIANCES, LLC

Notes to Financial Statements
December 31, 2005

7. Income Taxes, continued

The components of income taxes included in the statement of operations for the year ended
December 31, 2005 is as follows:

Income tax provision (benefit):

Current:
Federal $ (35419
State (12,880)
Total current (48.299)
Deferred:
Federal 3.829
State 1,392
Total deferred 5.221
Total income tax benefit S (43,078)

A reconcilation of the differences between income tax benefit and the amount computed by
applying the prevailing corporate U.S. Federal tax rate to the pre-tax loss in the financial
statements for the year ended December 31, 2005 is as follows:

Loss before income taxes $_(101.744

Benehit for income taxes at the U.S. Federal rate $ (35610 35.0%
Benefit for state and local taxes. net of Federal benefit (7.468) 1.3%
Income tax benefit 3 43,078 42.3%

Deferred income taxes-reflect the net tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income
tax purposes. As of December 31, 2005, the Company had a deferred tax liability of $5,221 which
is related to goodwill.
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MMLISI FINANCIAL ALLIANCES, LL.C

Notes to Financial Statements
December 31, 2005

10.

Regulatory Requirements

The Company is subject to the SEC’s uniform net capital rule (Rule 15¢3-1), which requires the
maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1 and also provides that equity capital may not be
withdrawn or cash dividends paid if the net capital ratio would exceed 10 to 1. At December 31,
2005, the Company had net capital of $30,141, which was $25,141 in excess of its required net
capital of $5,000. The Company’s ratio of aggregate indebtcdness to net capital was 0.43 to 1.

If the Company continues to operate at a net loss, MMLISI will make member contributions in
order for thc Company’s net capital to remain in excess of minimum requirements.

The Company is exempt from Rule 15¢3-3 of the Sccurities and Exchange Commission under

subscction (k)(2)(i). To qualify for the exemption under Rule 15¢3-3 (k)(2)(i), the Company is
prohibited from carrying margin accounts; must promptly transmit atl customer funds and deliver
all securities received in connection with its activities as the broker or dealer, must not otherwise
hold funds or securities for, or owe money or securities to, customers and must effectuate all
financial transactions between the Company and its customers through one or more bank accounts
designated as Special Account for the Exclusive Benefit of Customers of the Company. Currently,
the Company does not plan to execute any financial transactions with customers. The Company
will refer customers to MMLISI who will execute the financial transactions.

Litigation and Regulatory Inquiries

Although the Company may, from time to time, become involved in various governmental and
administrative proceedings or regulatory investigations and inquiries, there are currently no such
proceedings, investigations or pending regulatory inquirics.

General and Administrative Expenses

The Company receives certain management and administrative services from WorthMark
Financial LLC (*“WorthMark™), pursuant to a service agreement. These services include, but are
not limited to, financial management, regulatory filings, legal services, and compliance
administration. One of WorthMark’s owners is also a director of the Company.

General and administrative expenses primarily consist of $60,000 of management fees paid to
WorthMark, state and regulatory fees of $20,181, rent of $12,798, and audit fees of $7,500, and
other miscellaneous expenses.




. MMULISI FINANCIAL ALLIANCES, LL.C
Schedule 1
I Computation of Net Capital Pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission
i December 31, 2005
. Total Member's Equity $ 219,289
l Less nonallowable assets:
Goodwill 138,733
Prepaid expenses 2,116
l Taxes receivable 48,299
' Net Capital 30,141
i Minimum Net Capital Required to be Maintained (Greater of
I $5,000 or 6-2/3% of Aggregate Indebtedness of $12,837) 5,000
i Net Capital in Excess of Minimum Requirements $ 25,141
Ratio of Aggregate Indebtedness to Net Capital 0.43 to 1

RECONCILIATION OF NET CAPITAL PURSUANT TO PARAGRAPH (d)(4)
OF RULE 17a-5 - There are no material differences between the computation of net
capital as stated above and the corresponding computation prepared by, and
included in, the Company’s unaudited Part 1IA Focus Report as filed.

See accompanying independent auditors’ report.

, .
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M KPMG LLP

One Financia! Plaza
Hartferd, CT 06103-4103

Independent Auditors’ Report on Internal Control Required by SEC Rule 17a-5
for a Broker-Dealer Claiming an Exemption from SEC Rule 15¢3-3

To the Member of
MMVLISI Financial Alliances, LLC:

In planning and performing our audit of the financial statements and supplemental schedule of MMLISI
Financial Alliances, LLC (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 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. Becausc 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:

I. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for secunities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer as required by Rule 15¢3-3

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.

-1t-

KPMG LLP. a U.S. imited hability partnership, is the U.S,
member firm of KPMG International, a Swiss cooperative.
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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 periods 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 internal 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 performing 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. 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 information and use of the member, management, the SEC, the
National Association of Securities Dealers, Inc., and other regulatory agencies that rely on rule [7a-5(g)

under the Securitics Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not
intendced to be and should not be used by anyone other than these specified parties.

KPMe LP

Hartford, CT
February 28, 2006
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