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OATH OR AFFIRMATION

I, DA~ rJ::.MMt—. 15 ‘\ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬂnancral statement and supporting schedules pertaining to the ﬁrm of
Lotitons Einavaae Apgisons  LLE , as

of bonu. 2D .20 D, aretrue and correct. | further swear (or affirm) that

neither the company nor any partner, propriet‘or, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

!\l ONE

r G )

| Title

A ‘ Notary Public/ | /
W 7
This report ** cMgtams check all apphcable 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 Stockholderjs’ 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 Rgserve 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 audlted and unaudited Statements of Financial Condition with respect to methods of
consolidation. ;

(1) An Oath or Affirmation. J

(m) A copy of the SIPC Supplemental Report

(n) Areportdescribing any material 1nad§quac1es found to exist or found to have existed since the date of the previous audit.
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KPMG LLP

Suite 1000

1oop Walnut Street

Kan‘sas City, MO 64106-2162

The Board of Directors
Lockton Financial Advisors, LLC:.
\

|
We have audited the accompanying balance sheet of Lockton Financial Advisors, LLC (the Company) as
of April 30, 2006, and the related statements of operations, changes in member’s equity, and cash flows for
the period from inception (April 27, 2005) to April 30, 2006 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. 1

/
! Independent Auditors’ Report
\
|
|
\

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 repo;rting 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 stafements referred to above present fairly, in all material respects, the
financial position of Lockton Financial Advisors, LLC as of April 30, 2006, and the results of its
operations and its cash flows for period from inception (April 27, 2005) to April 30, 2006 in conformity
with U.S. generally accepted accoﬁnting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying supplementary information is presented for purposes of additional analysis and
is not a required part of the basic financial statements, but is supplementary information required by Rule
17a-5 under the Securities Exchange Act of 1934. Such information has been subjected to 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.

|

\

KPMme P

Kansas City, Missouri
June 26, 2006

KPMG LLP, & U.S. limited liability partnership, is the U.S.
member firm of KPMG International, a8 Swiss cooperative.
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LOCK"I‘ON FINANCIAL ADVISORS, LLC
| Balance Sheet

As of April 30, 2006

Assets
Current assets:
Cash and cash equivalents

Total current assets i

Total assets |
Liabilities and Member’s Equity

Current liabilities: 1
Accounts payable to affiliates, net |
Accrued expenses !

|

Total current liabilities

Member’s equity: 1
Retained deficit 3
Paid-in capital

Total member’s equity

Total liabilities and memﬁer’s equity

See accompanying notes to financial statements.
!

77,634

77,634

77,634

150
1,967

2,117

(24,483)
100,000

75,517

77,634




LOCKTON FINANCIAL ADVISORS, LLC

Revenue:
Commissions and fees

Total revenue

Expenses:
General and administrative

Total operating expenses
Net loss ‘

See accompanying notes to financial statements.
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|

Statement of Operations

|
Period from inception (April 27, 2005) to April 30, 2006

24,483

24,483

(24,483)




i

nil

Balance, April 27, 2005

Member contribution
Net loss

Balance, April 30, 2006

J
LOCKTON FINANCIAL ADVISORS, LLC

Statement of Changes in Member’s Equity

Period from inception (April 27, 2005) to April 30, 2006

See accompanying notes to financial statements.i

Common ‘ Treasury Paid-in Retained
stock ! stock capital deficit Total
|
- — — — —
1 — 100,000 — 100,000
- — — (24,483) (24,483)
L — 100,000 (24,483) 75,517
|
|
!
|
\
|
i
|
i
|
|
!
|
|
|
{
|
|
i
|
\
|
|
1
|
i
|
|
|
|
f
|
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LOCKTON FINANCIAL ADVISORS, LLC
- Statement of Cash Flows
Period from inception (April 27, 2005) to April 30, 2006

Cash flows from operating activities: !
Net loss
Adjustments to reconcile net loss to net cash used in
operating activities: i
Accrued expenses ‘
Change in accounts payable to afﬁhates

Net cash used in operatmg activities

Cash flows from financing activities:
Member contribution

|
Net cash provided by ﬁnaﬁcing activities
Change in cash and cash efquivalents
Cash and cash equivalents, beginning of 3period

Cash and cash equivalents, end of period;

See accompanying notes to financial statements.

(24,483)

1,967
150

(22,366)

100,000

100,000

77,634

77,634




(1) Nature of Operations

@

LOCKTON FINANCIAL ADVISORS, LLC
;Notes to Financial Statements

April 30, 2006

Lockton Financial Advisors, LLC (the Company), a wholly owned subsidiary of Lockton Companies, Inc.
(Lockton), was organized in the state of California on April 27, 2005. The Company is a single member
limited liability company that was approved to conduct business in California on May 6, 2005 as a
registered broker-dealer in securities under the Securities Exchange Act of 1934. The Company operates as
an introducing broker-dealer or limited broker-dealer whereby the Company does not receive customer

~cash or securities. All clearing of trades, holding of funds or securities, and receiving of customer cash or

securities are handled by another bjroker-dealer. The Company is a member of the National Association of
Securities Dealers (NASD) and the [Securities Investor Protection Corporation (SIPC).

Summary of Significant Accounting Policies

(a)

()

(0

(d)

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
dates of the financial staterx;'lents and the reported amounts of revenue and expenses during the
reporting period. Actual resul;ts could differ from those estimates.

Revenue Recognition |
|

Commissions relating to the broker-dealer activity whereby another broker-dealer has full
responsibility for the collection of fees and commissions are recognized on a trade-date basis as
securities transactions occur.

Cash Eguivalents |

The Company considers all quuid investments with original maturities of three months or less to be
cash equivalents. At April 30, 2006, cash equivalents consisted of $77,634 invested in a commercial
checking account. i
Income Taxes ‘

The Company is a single m(%mber limited liability company. As a single member limited liability
company, the Company is considered a “pass-through” entity under the Internal Revenue Code and,
therefore, does not pay federal corporate income taxes on its taxable income. Instead, income is
reported on its member’s federal income tax return. Accordingly, no income taxes have been
recorded in the financial statements for the period ended April 30, 2006.

6 (Continued)
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LOCKTON FINANCIAL ADVISORS, LLC
ﬁNotes to Financial Statements
| April 30, 2006
\
Commitments ‘

The Company subleases office space from an affiliate under a consent to sublease whereby the sublease is
subject and subordinate to the pnme lease. Total future minimum lease payments at April 30, 2006 are as

follows: ;

Year ending Apnl 30:
2007 r $ 4,716
2008 | 4,716

|
|

Fpture minimum lease payments § 9,432
|

Total rental expense for the opérating lease included in the accompanying statement of operations
amounted to $1,965 for the period ended April 30, 2006.

i
Transactions with Affiliates "
The Company receives administrative services from an affiliated entity. These shared services include, but
are not limited to, general executive management, general legal counsel, treasury, tax, financial accounting,
and various other support functions. The Company had no revenue or employees as of and for the period
ended April 30, 2006 and, as a result, incurred no expenses associated with these services for the period
ended April 30, 2006. |
Net Capital Requirements “
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, both és defined, shall not exceed 8 to 1 in the first year of operation. At
April 30, 2006, the Company had net capital of $75,517, which was $70,517 in excess of its required net

capital of $5,000.
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LOCKTON FINANCIAL ADVISORS, LLC

Computatié)n of Net Capital under Rule 15¢3-1 of the
Securities and Exchange Commission

As of April 30, 2006

|
|
Net capital: 1
Total member’s equity |

Total member’s equity quéliﬁed for net capital

Add additions to net worth !
Less nonallowable assets |
|

Net capital before haircuts
Less haircuts and undue concentration

Net capital f
Aggregate indebtedness %
Percentage: Aggregate indebtedness to net capital
Computation of net capital requirements:

Minimum net capital requirements**

Excess net capital |

Schedule I

75,517

75,517

75,517

75,517

2,117
3%

5,000

70,517

Net capital, as computed above, does not dlffer materially from that reported by the company in Part IIA of

the unaudited FOCUS Report on Form X-17A-5, May 22, 2006, at April 30, 2006.

** The minimum net capital required is calculated by taking the greater of $5,000 or 12.5% of Aggregate
Indebtedness. 12.5% of Aggregate indebedness was calculated to be $265 ($2,117 x 12.5% = $265)

See accompanying independent auditors’ report.

|
\
f
|
!
|




‘ Schedule IT
LOCKTON FINANCIAL ADVISORS, LLC

Computation of Determination of Reserve Requirements
under Rule 15¢3-3 of the Securities and Exchange Commission

. Asof April 30, 2006
| |
This computation is not applicable to Lockton Financial Advisors, LLC as the Company qualifies for
exemption under Rule 15¢3-3 (k)(2)(i).
|

See accompanying independent auditors’ report.
|
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| Schedule IT1
LOCKTON FINANCIAL ADVISORS, LLC

Information Re]atmg to Possession or Control Requirements
under Rule 1503 3 of the Securities and Exchange Commission

i As of April 30, 2006
|
\

Information relating to possession or control requirements is not applicable to Lockton Financial Advisors,
LLC as the Company qualifies for exemptxon under Rule 15¢3-3 (k)(2)(i).
|

|
See accompanying independent auditors"ireport.
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KPMG LLP

Suite 1000

1000 Walnut Street

Kansj.as City, MO 64106-2162
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|
|
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Independent Auditors’ Report on Internal
Accounting Control Required by SEC Rule 17a-5

The Board of Directors
Lockton Financial Advisors, LLC

In planning and performing our at}idit of the financial statements and supplemental schedule of Lockton
Financial Advisors, LLC (the Company) as of and for the year ended April 30, 2006, we considered its
internal control, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressmg our opinion on the financial statements and not to provide

assurance on internal control. 1
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 and net capital under Rule 17a-3(a)(11) and for determining
compliance with the exemptive prdvisions of Rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:
/
1. 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 securities 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 customers 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 tp 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 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 preparation of financial statements in
conformity with accounting prmmples 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.

: 11

!
KPMG LLP. a U.S. limited liability 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 the design and operation of policies and procedures may deteriorate.

Our consideration of internal cont:rol 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 wei'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 April 30, 2006 to meet the SEC’s objectives.

This report is intended solely fori the information and use of the board of directors, management, the
Securities and Exchange Commission, and other regulatory agencies that rely on Rule 17a-5(a) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended to
be, and should not be, used by anyone other than these specified parties.

\

KPMe P

Kansas City, Missouri ;
June 26, 2006 |
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