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AFFIRMATION

1, Julie Corr6w, affirm that, to the best of my knowledge and belief the accompanying financial statements

and supp]emental schedules pertaining to Planco Financial Services, LLC (the “Company”), for the 'year
ended September 30, 2006, are true and corrlect [ further affirm that nenther the Company nor any partner,
proprietor, pnnmpal officer, member or dlrector has any proprietary 1nterest in any account classified solely

asthatof a cuslomer

. '
b
L

Subscnbed and Sworn to before me
on this day -of Novernber 2006

Notary Public

“Si gna‘ture

Vice President

e ow
Date

|
|
|

Title

- COMMONWEALTH OF PENNSYLVANIA
Netarial Seal
Celeste H. Carmanico, Netury 7w
Treriylirin Togp, Chast. ¢ O« nty
My Commisimh ipies by, 19, 2003

Member, Pennsyivania Associatio, Cf Notaries
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Planc|o Financial Services, LLC (formerly
known as Planco Financial Services, Inc ')

(A wholly owned subxldlary of Hartford Life and Acident Company)

! (S.EC. LD, No. 8-25027)
-

‘i
i |

|
FINANCIAL STATEMENTS

AND 'SUPPLEMENTAL SCHEDULES
FOR THE YEAR ENDED SEPTEMBER 30, 2006

| anD
INDEPENDENT AUDITORS’ REPORT,
! AND

SUPPLEMENTA]T REPORT ON INTERNAL CONTROL

o
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:‘. |
| .

This report is filed as a Public Document

in accordance with Rule 17a- 5(e)(3) i

under the Securities Exchange |
i Act of 1934,

i
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PLANCO FINANCIAL SERVIdES LLC i
{A wholly-?urined subsidiary of Hartford Life and Accident Insurance |Company)

‘ . : !
l : TABLE OF CONTENTS o |
=T — —
. 3 | ‘
I This report‘ contains (check all applice’tblcI boxes): ' ‘ Page
- ) Independent Auditors’ Report! |
: [H (x) (a) Facmg Page
(x) (b) Statement of Financial Condltlon. E 2
(x)(c) Statement of Operations. ! ! 3
I' (x}(d)  Statement of Cash Flows. l _ | 4
| . (x) (e) Statement of Changes in Members Equity. * 5
- ' () (H Statement of Changes in Lrabllmes Subordinated to Claims H
“ | of General Creditors (not apphcable) i
%) | : Notes 1o Financial Statements! } 6-9
e Computauon of Net Capital for Brokers and Dealers Pursuant to ! ‘
‘ II Lo Rule 15¢3-1 under the Securities Exchange Act of 1934, l I ‘ 10
(x) (h) Computation for Determmauoln of Reserve Requirements for Brokers and Dealers
o Pursuant to Rule 15¢3-3 under. the Securities Exchange Act of 1934 ' il
Il : ( )} (1) Informauon Relating to the Possessron or Control Requlremems for Brokers and

. S Dealers Pursuant to Rule 15¢313 under the Securities Exchange Act of 1934 (not requnred)

: (g A Reconcnllauon including appropnate explanations, of the i

: , Computatlon of Net Capital Under Rule 15¢3-1 and the
Computation for Determmauon of the Reserve Requnrements
under Rule 15¢3-3 (not requrre‘d) I

(k) A Reconcuhauon between the audited and unaudited Statement

. of Fmancml Condition with respect to methods of

consohdatlon (not required). "

Y ¢y An Affirmation, |

: ()Y(m)y A Copy of the SIPC Supplemental;Report (not required).

‘ (x){(n) A Repon descnbmg any material madequames found to exist

. - or found to have existed since the date of the previous audit {Supplemental :

; © Report on Internal Control). | o
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INDEPENIQENT AUDITORS’ REPORT i
l ;
To the Board ofManagers and Member Ofl '
Planco Fmancral Services, LLC:

We have aludlted the following ﬁnancnal statements of Planco Financial Services, LLC (the . ' E
“Company ) (fonnerly known as Planco Fmanclal Services, Inc. } (a wholly owned subsidiary of=
Hartford ﬂlfe and Accident Insurance Company) for the year ended September 30, 2006, that you

are filing plursuant to Rule 17a-5 under. the! Securltlies Exchange Act of 1934;
Page
Statement .Of: Financial Condition | !2 | .
Statementi:ofi Operations !3. . :
Statementglof:‘ ICash Flows '4
Statement[of Changes in Member’s Equrty , 5
! . | | |

These ﬁnancral statements are the responmbrhty of the Company's management Our :
responmbrhty is to express an opinion on these ﬁnelmcm] statements based on our audit. !
- |
We conducted our audit in accordance wrth audrtmg standards generally accepted in the Umted'
States of Amerlca Those standards requrre that we plan and perform the'audlt to obtain ;
reasonable assurance about whether the ﬁnancral statements. are free of matenal misstatement.
An audit mcludes consideration of 1nternal control[over financial reportmg as a basis for
desrgmng pudrt procedures that are approplrrate in the circumstances, bpt not for the purpose of !
expressrng an opinion on the effectweness of the Company s internal control over financial !
reporting. ||Aecordmgly, we express no| such oprmon An audit also. mcludes examining, on'a test
basis, ev1delnpe supporting the amounts and disclosures in the financ:lal1 stptements assessing the '
accounting prmcrples used and mgmﬁcant’estlmates made by management ias well as evaluating
the overall t" nancral statement presentation. We believe that our audit prc'wtdes a reasonable basis
for our opinion. : _ ‘

I
;-
H

“t l i '
[n our opmron such financial statements present farrly, in all material resPects the ﬁnancral !
position. of Planco Financial Services, LLC at. September 30, 2006, and the results of its i
operatrons'and its cash flows for the year then ended in conformity- with accountmg principles |
generally accepted in the United States of America. . :

Member of
Deloitte Touche Tohmatsu
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STATEMENT OF FINANCIAL conomon
SEPTEMBER 30, 2006 |

I
IR |
ASSETS | | l
Cash and cash equnvalente. ' l '
Cash segregated under federal or other regulauons
Deferred federal tax assets
Federal income taxes receivable ! :
Wholesalers advances ‘
Prepaid expenses
Interest recelvable

TOTAL ASSETS |

LIABILI'HES AND MEMBER'S EQUITY

| i

L[ABILIT[ES ’
Accounts payable '
State i income-taxes payable o
Due to afﬁll,iate i
TOTAL LIABILITIES o
MEMBER’S EQUITY

Member's capital
Retained eamings

j

|

! ' !

Total Member's Equity |
Ll

I

[,
TOTAL LIABILITIES AND MEMBER'S

QUITY

See notes to financial statements.

e e e e -

- 30,821,846

48,526
2,311,325
285,756
19,000
163,500
97,935

+ 33,747,888

11,441,251
2,761

12,303,876

23,747,888

- 10,000,000

- 10,000,000

- 33,747,888
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PLANCO FINANCIAL SERVICES LLC

(A wholly-owned subsidiary of Hartford Lufe and Accldent insurance

L}

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED SEPTEMBIEFI 30, 2006

C?mpany)

REVENUES:

Markelln0 servnce fees
[ntereqt mcome

Total revenues

EXPENSES;

Admlmslranve and operating expenses
Wholesaler ovemdes

Other brokers commissions
Regulatory, fees

Other

|
I
Total ::I:xpénses
INCOME BEFORE INCOME TAXES
INCOME i“A;IXES

NET INCOME

See notes to financial statements.

-

I
\
J
I
}

|

I
|
|
!
|
|
|

$ 173,424,095
:095,394

174,419,489

109,581,691
55,760,780
7,281,306
345,401

100.811

173,069,989
1,349,500

1,349,500
$ -
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PLANCOIFINANCIAL SERVICES, LLC

. (A wholly—owned subsidiary of Hartford Llfe and] Accident Insurance Company)

)

STATEMENT OF CASH FLOWS | i |

FOR THE YEAR ENDED SEPTEMBER 39, 2006

[ R .
]

CASH FLOWS FROM (USED IN) OPERATING ACTIVITIES:

Net i 1ncome i
Adjustment!s to reconcile net income to net cash
prowded by operatmg activities:
(Increase) decrease in operating assets:
- +Cash segregated under federal or other regulations
Deferred rfederal tax assets
‘Federal mcome taxes receivable
Wholesalers advances
Prepald expenses
Interest recelvable

- IncreaseI (decredse) in operating liabilities:
Accourllts payable
lIncome taxes payable

\Due tolafﬁl iate

i | 'I .

1 Net cash provided by operating zlictwmes
: r l 1

P I| !
NET INCREASE IN CASH AND CASH EQUIVALENTS

!,'I' i

CASH AND 'CASH EQUIVALENTS FEG]NNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR
3 o 1'
‘ A
Vi f

SEC I'IOICS IO fmanc1al statements.

l
1

i

U (18,639)
.7 (353.282)
© 1 (285,756)
63,538
I (106,406)
(86,401)

i
| 1,662,094
1 (681,771)
3,673,197

3,866,574
3
' 3,866, 574 ,

_26950m

$ . 30,821,846

'
!
|

vt
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PLANCC;) FiNANCIAL SERVICES LLC .
(A wholly-owned subsidiary of Hartford|Life and Accident Insurance Company) ' !
; !
STATEMENTI OF CHANGES IN MEMBER S EQUITY .
lFOH THE YEAR ENDED SEPTEMBER 30, 2006 '
|.
‘ I | Total
‘ Member;s Retained member's
R ; , capital earnings _ equity | ;
Balance Oc‘tolber 1, 2005 $10,000,000 $ - $ 10,000,000 !
o B
Ntet 1nc0meIJ :' | - - -
. | i
’Balance Selptember 30, 2006 $10,000,000 $ - $ 10,000,000
RN IR E—
SR O : , .
| See notes Lo'l finanicial statements. 5
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' PLANCO FlNANClAL SERVlCES LLC

(A wholly-owned subsidiary of Hartford Llfe and Accident Insurance

F
] ‘ { 1'
|

Company)

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER. 30, 2006
l n !
' I
' 1. ORGANIZATION AND DESCRIPTION OF THE BUSINESS

! 1 |

t

Planco Financial Services, LLC (the * Company ), formerly known as Planco Financial Services, Inc., is
a wholly-owned subsidiary of Hartford Life and Accident Insurance Company and an indirect wholly-
owned subsidiary of Hartford Life, Inc (the “Parent”) and The Hartford Financial Services Group, Inc.
(“The Hartford™), a publicly traded company I'The Company is a reglstered broker-dealer engaged
excluswely in the sale of various annuity and ltfe insurance produc‘ts | the distribution of shares of
reglstered open-end investment managlement companies, the dlstrtbutton of private placements and the
distribution of IRC Section 529 plans for the Parent and its affiliates. | The Company is a single member,
Delaware limited liability company. ; !
On December 15, 2005, Planco Fmanc‘nal Serwlces LLC was formed ‘and on January 1, 2006, Planco
Financial Services, Inc. was merged lnto Planco Financial Serwces ﬂLC

2. SlGNIFICANT ACCOUNTING PO,LICIES 1

r

Basis of Presentation - The financial statements are prepared in accordance with accounting prmcnples
generally accepted in the United States of America, which reqmresI rn'anagement to make estimates and
assumptions that affect the financial statements and related disclosures. Management believes that the
estimates utilized in the preparation ofjthe ﬁnanmal statements are reasonable and prudent. Actual
re<ults could differ materially from these estimates.

Marketing Service Fees — Marketing slerwce fees in connection w1th marketing, educational and
administrative services provided in the distribution of affiliates’ products are recorded as earned.

Admmtstratwe and Operating Expen'ses - Ad{mmlstranve support, and other expenses relate to
Services prowded by affiliated companies in facilitating the operations of the Company. '

i
Wholesaler Overrides — Wholesalers ovemdes represent commtss:ons paid to employees that participate
in the marketmg and distribution of the Parent 'de affiliates products

Cash and Cash Equivalents - The Company conSLders all money market instruments and hlghly liquid
debt instruments purchased with an ortgmal matunty of three months'or less to be cash equivalents. At
September 30, 2006, cash equivalents include investments in money Tarket funds totaling $30,821,206.

Cash Segregated under Federal or Other Regulanons Cash segreg.lated under federal or other

regulattons represent cash heid in the Company s Medical Group Insurance Service flexible spendmg
account for its employees. }

Stock-Based Compensation - The Parent adOpted SFAS 123 (revnsedIZOOct) “Share-Based Payment”, in
the ﬁrst quarter of fiscal 2006. In Jlanuary 2003 the Parent began expensing all stock-based:
compensatlon awards granted or modified after January 1, 2003 under the fair value recognition

|
i
|
!

0

6

!
|
|
|

)

|
|

I

!

1
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: The farr values of awards granted under the 2005 Stock Plan are measured as of the grant date and
- expensed ratably over the awards’ vestmg pertod generally three years All awards provide for

accelerated vesting upon a change in control of The Harford as deﬁned in the 2005 Stock Plan
1

Stock O,rluon Awards ' ‘
' . t

. | | '
Under the 2005 Stock Plan, all optionslE grantedlhave an exercise price!equal to the market price of The
Hartford’s common stock on the date of grant, and an option’s maximum term is ten years. Certain
options become exercisable over a ‘three year perrod commencing olnelyear from the date of grant, while
certain other options become exercrsable upon | the attainment of specrﬁed market price appreciation of
The Hartford’s common shares. For any year, no individual employee may receive an award of options
for morerthan 1,000,000 shares. As ofgSeptember 30, 2006, The Hartford had not issued any incentive
stock optlons under any plans. ! ! L

t
For all options granted or modlﬁed on or after J anuary 1, 2004 The Hartford uses a hybrid
lattice/Monte-Carlo based option valuatlon ‘model (the valuatron model”) that incorporates the
possibility of early exercise of optrons into the valuation. The valuanon model also incorporates The
Hartford’s historical termination and exerc1se experience to determme the option value. - For these
reasons, The Hartford believes the valuation model provides a fatr value that is more representative of

actual expertence than the value calculated under the Black-Scholes model.
. |

Share A_.Wards ‘
| I !

Share awards are valued equal to the mlarket pnce of The Hartford’ s common stock on the date of grant,
less a discount for those awards that do not proYrde for dividends durrng the vesting period. Planco’s
share awards granted under the 2005 Stock Plan and outstanding tnclude restricted stock units'and
restricted stock. Generally, restrtcted s‘tock umts vest after three years‘and restricted stock awards vest
in three to five years. The maximum award of restrrcted stock units|and restricted stock awards for any
tndividual employee in any year is 200, o0 shares Or units.

Co l
Hartford Employee Stock Purchase Plan ' {

In 1996, The Hartford established The Hartford ‘Employee Stock Purchase Plan (“ESPP”). Under this
plan, eligible employees of the Parent may purchase common stock of |The Hartford at a 15% discount
from the lower of the closing market price at the beginning or end of the quarterly offering period.
Employees purchase a variable number,of shares of stock through payrloll deductions elected as of the
beginning of the quarter. The fair value is estlmated based on the 15% discount off of the stock price at
the beginning of the quarterly offering penod plus the value of threé—month European call and put
options on shares of stock at the begmmng stock price calculated usmg the Black-Scholes model.

RELATED PARTY TRANSACTIONS
!

The Company s principal source of revenue is rls marketing services agreement with its Parent The
Company. acts as a wholesaler of i 1ts afﬁhates products and assists in provrdmg marketing, educational,
and administrative services. In consrderauon oﬁthe services perforrr'red the Company receives ‘
marketing service fees related to certam expenses incurred in provtdmg those services. For the year
ended September 30, 2006, the marketmg service fees paid by the Parent was $173,424 005 and is

included in the Statement of Operations. In addition, the Company feceives funding from the Parent for




Schedule (g)

PLANCO FINANCIAL SERVICES, LLC

(A wholly -owhed subsidiary of Hartford Life and Accident In!surance Company) :
, 1
. COMPUTATION OF NET CAPITAL FOR BROKERS AND DEALEFIS
! PURSUANT TO RULE 15¢3-1 UNDER THE!SECURITIES EXCHANGE ACT OF 1934
YEAR ENDED SEPTEMBER 30, 2006 |

TOTAL MEi\ldBER’S EQUITY ! °$ 10,000,000
|i . . | \

Less nonallowable assets included in the followmg statement of financial

condition captions: !

Cash segregated under federal or other, regulaulons ‘ ' 48,526

Deferred federal tax assets - I 3 . 2,311,325

| Federal corporate taxes receivable ' ! 285,756
] Who]esaler advances ! 8 - 19,000
' Prepaid expenses ! ! 163,500
Net capital before haircuts on securities positions - 7,171,893

[ i
i Haircuts on secunues | ‘

[
| Investments in money market funds (2% of $3(;) ,821,206) | 616,424
: l
NET CAPITAL | | i $ 6,555,469
L b ! i —
; ' ih !
\ TOTAL AGGREGATE DEBIT ITEMS l' $ 0
MINIMUM NET CAPITAL REQUIRED UNDER THE ALTERNATE METHOD: ‘
Greater of 2% of aggregate debit items or $250, 000 ‘ '$_ 250,000
l
: | . w.
; CAPITAL IN[ EXCESS OF MINIMUM REQUIREMENT ' $ 6,305,469
NET CAP]TAL IN EXCESS OF 5% OF AGGREGATE DEBIT ITEMS OR $120,000 5 6,435,469

] i
P

'
+

There are no malenal differences between the amounts presented above and the amounts reported in the
) Company s t;naudlted FOCUS report as (I)f September 30, 2006, as amended on November 3, 2006

|
|
1
I
|
|
|
I
|

10
l




. !li “ i : ot
3} ' S
: '? , i Schedule (h)
PLANCO FINANCIAL SERVICES LLC

(A wholly—ow‘ned subsidiary of Hartford Life!and Accident Insurance Company)

|
COMPUTATION FOR DETERMINATION OF FIESERVE REQUIREMENTS
PURSUANT TO RULE 15c3-3 UNDER !THE SECURITIES EXCHANGE ACT OF 1934
SEPTEMBER 30, 2006

T | i :
|
The Companyhs exempt from the prowsuonls of Rule 15¢3-3 under the Securltles Exchange Act of 1934 (the
“Rule™), in that the Company's actlwtles aré limited.to those set forth in'the conditions for exempuon

appearing in paragraph (k)(1) of the Rule. } 'r
| ; : |

!
!
)
!
'
|
L

|
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Because of mherent limitations in any mtemal control or the practices and procedures referred to above
mrsstaternents due to error or fraud may occur and not be detected. Also, pro_]ecttons of any evaluation
of the internal, control or of such practrces and procedures to future perrods are subject to the risk that
they may become inadequate because of changes in conditions or that the dekgree of compliance w1th
the practrces|or procedures may deteriorate.

‘Ii!
rI

i

Our eonsrderatron of the Company s mtemal control would not necessarily drsclose all matters in the
Company s mtemal control that might be matenal weaknesses under standards established by the :
American lnstrtute of Certified Public Accountants A material weakness isla condition in which the
desrgn or operatlon of one or more of the. mtemal control components does not reduce to a relatively '
low level the nsk that misstatements caused by error ot fraud in amounts that would be material in ;
relation to the consohdated financial statements bemgI audited may occur and not be detected within a
timely perlod by employees in the normal course of performmg their a351éned functions. However, we
noted no matters involving the Company’ é 1ntemal control and its operatron (1nc1udmg control activities

for safeguardlng securities) that we consrder to be material weaknesses as deﬁned above.

i
We understand that practices and procedures that accomplish the Ob_]eCthCS referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purposes in
accordance v'vrth the Securities Exchange . IAct of 1934land related regulatrons and that practices and ;
procedures that do not accomplish such ob_]ectrves in all material reSpects‘mdrcate a material
rnadequacy flor| such purposes. Based on thrs understandmg and on our study, we believe that the
Company s practrces and procedures were adequate at September 30, 2006, 1o meet the Commission's
objectrves ' It f | 5 ‘

t
i

b

This lreport is rntended solely for the mfonnatron and 'use of the board of managers management, the
Securmes and Exchange Commission, the Natronal Assomatlon of Securmes Dealers, Inc., and other
regulatory agencres that rely on Rule 17a- S(g) under the Securities Exchange Act of 1934 in their
regulatron of reglstered brokers and dealers, and is not intended to be and|should not be used by anyone
other than these specrﬁed partres i !
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Yours truly,I‘ l * !
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