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IR . OATH OR AFFIRMATION

U - ' s |
'

1, - _ " MICHAELF. MORRISON o ", swear (or affirm) that, to the best of

_my knowledge and belief the accompanying financial statement and supportmg schedules pertammg to the ﬁrm of
FIRST COMMAND FINANCIAL PLANNING, INC. : -, , s

of ¢ SEPTEMBER 30 ° , 2006 ', are true and correct. I further swear (01" affirm) that
neither the company nor any partner, proprietor, prmcnpal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

IO
(L
"
R

M
K A;!""‘QAQA
>

Signature ‘ '
: SRR TREASURER f
Title |
' Notary Public .
1
§ . b
This report ** contains (check all apphcable boxes):,
(a) Facing Page.
(b) Statement of Financial Condition. ' |
(c) Statement of Income (Loss). ' S S . 1
(d} Statement of Changes in Financial Condition. N
(¢) Statement of Changes in Stockholder’s' Equity or Partners' or Sole Proprletors Capital. !

()" Stitement of Changes in Liabilities Subordmated to Clalms of Credltors

{(g) Computation of Net Capital. o )

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3. '

(1) Information Relating to the Possessicn or Control-Requirements Under Rule 15¢3-3, '

(i) A Reconciliation, including approprigte explanation of the Computation of Net Capital Under Rule 15¢3- l and the
Computation for Determination of thi Reserve Requirements Under Exhibit A of Rule 15¢3-3. |

{k) A Reconciliation between the audited’and unaud:ted Statements of Financial Condition with respect to methods of
consolidation. : . .

(1). An Oath or Affirmation. . o L . ‘

{m) A copy of the SIPC Supplemental Rl*port . X

(n) A report describing any material madequacnes found to exist or found to have existed since the date of the previous audit.

'D'Dumgmﬁmgmm

ﬁum

**For conditions ofconﬁdentia[ treatment of certain portions of this ﬁling, see section 240.17a-5(e)(3).
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STATEMENT OF FINANCIAL CONDITION

First Command Financial Planning, Inc.
September 30, 2006, with Report of Independent
Registered Public Accounting Firm
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First Comimand Financial Planning, Inc.

Statemant of Financial Condition

September 30, 2006
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==-’I ERNST& YOUNG . = Ernst & Young ur & Fhone: (214) 969-8000

Suite 1500 Fax: (214} 969-8587
};—;H o 2100 Ross Avenue o Telex: 6710375 -
. Dallas, Texas 75201 WWW.EY.CoMm

Report of Independent Registered Public Accounting Firm

The Board of Directors
First Command Financial Planninz, Inc.

We have audited the accompany1 ng statement of financial condition of First COmmand
Financial Planning, Inc. (the Company), as of September 30, 2006. This statement of
financial condition is the reiponsibility of the Company’s management. Our
responsibility is to express an'opinion on this statement of financial condition based on
our audit.

i
We conducted our audit in accordance with auditing standards generally accepted i m the
United States. Those standards iequire that we plan and perform the audit to obtam
reasonable assurance about whether the statement of financial condition is .free of
-material misstatement. We were not engaged to perform an audit of the Compa'ny s
internal control over financial reporting. Our audit included consideration of intémal
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. Accordmgly, we
express no such opinion. An audit also includes examining, on a test basis, ev1dence
supporting the amounts and disclasures in the statement of financial condition, assessmg
the accounting principles used and significant estimates made by management,%and
evaluating the overall statement of financial condition presentation. We believe that our
audit provides a reasonable basis for our opinion. !

In our opinion, the statement of financial condition referred to above presents fairly, in all
material respects, the financial position of First Command Financial Planning; Inc. at
September 30, 2006, in conformity with accounting principles generally accepted i m the
United States.

I

|

: |

st ¢ m Ly !

November 17, 2006 E
. |

|

3

A memter firm of Ernst & Young Global Limited

1
|
1
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First Command Financial Planning, Inc.

Statement of Financial Condition

September 30, 2006

1

Assé_ts

Cash — demand deposits

Casli — money market account

Marketable securities at fair value:

Comimissions receivable

Accounts receivable, prepaid expenses, and other

Property, equipment, and softwarz {(net of accumulated
depreciation and amortization of $6,764,506)

Total assets

Liabilities and Stockholder’s Equity
Accrued bonuses payable

Accrued commissions payable
Account payable — parent company
Account payable — affiliate

Other accrued liabilities

Total liabilities

Commitments and contingencies

Stockholder’s equity:
Common stock:
Class A - voting
Class B — non-voting
Additional paid-in capital
Retained eamings
Treasury stock, at par
Total stockholder’s equity
Total liabilities and stockholder’s. equity

See accompanying notes.

0611-0786172

$ 545410
9,207,790
2,349,810
7,501,134

874,410

O
1,720,269

$22,198,823

|

+

$ 945,059
3,238,602
268,090
190,709
2,353,564

6,996,024

2,046
927
116,805
15,083,140
(119)

15,202,799

$ 22,198,823




First Command Financial Planning, Inc.

Notes to Statement of Financial Condition

' September 30, 2006

u !

. 1. Orgamzatlon and Summary uf Significant Accounting Policies

! ‘3

' First'Command Financial P]annmg, Inc. (the Company or FCFP) was chartered in Tans
in 1958, and is engaged in the sale of mutual funds to middle income American families
with a concentration to Umted Sitates military personnel. The Company is a reglstered
investment advisor (RIA) w1th the Securities and Exchange Commission (SEC) and a
licensed fully-disclosed broker. dealer registered with the SEC and the Natlonal
Association of Securities Dealers, Inc. The Corporate office is located in Fort Worth
Texas.

On March 9, 1981, the Company became a wholly owned subsidiary of First Command
Financial Services, Inc. (FCFS), pursuant to a tax-free reorganization plan whereby all of
the stockholders of the Company exchanged their shares for shares of FCFS. _

‘ |
Marketable Securities |

1

Marketable securities, substantially all equity mutual funds, are recorded at market value.
FCFP accounts for its investments as though they are a trading portfolio. This is the result
of the specialized industry accounting practices for a broker/dealer. Changes in market
value of these marketable securities (both realized and unrealized) are recorded in the
statement of operations and retained earnings in accordance with the specialized industry
accounting guidance for broker/dealers. The average cost method is used to determine the
cost of each security at the time of sale.

Cash and Cash Equivalents

For purposes of the statement oi cash flows, cash and cash equivalents includes cash —
demand deposits and cash — money market account.

Property, Equipment, and Software

Property, equipment, and sofiwzre are carried at cost less accumulated depreciation and
amortization. Depreciation and amortization are computed using the straight-line method
over the following estimated useful lives:

Estimated Lives

Office equipment, furniture, and automobiles 3 to 10 years
Software 5 years

Expenditures for maintenance, 1epairs, and minor renewals are charged to operations as
incurred.
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First Command Financial Planning, Inc.

Notes to Statement of Financial Condition (continued)

1. Organization and Summary of Significant Accounting Policies (continued)

Incoﬁme Taxes

i
Smcle December 1, 1998, the Colmpany has been a Subchapter S corporation for federal
income tax purposes. A Subchapter S corporation generally pays no federal income taxes,
and its taxable income, if any, is taxed at the stockholder level.

Concentration of Credit Risk

Financial instruments that potentially subject the Company to concentrations of credit
risk consist principally of temporary cash investments, commissions receivable, and
marketable securities. The Company places its temporary cash investments and
marketable securities with financial institutions and investment companies. Therefore, the
majority of these funds are not insured by the Federal Deposit Insurance Corporation.
Concentrations of credit risk with respect to commissions receivable are limited due to
the number of investment companies comprising the Company’s supplier base.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could differ from those estimates.

2. Related Party Transactions

The Company shares office facilities, employees, and personnel costs with its parent
company, FCFS. The Company and its parent also share other operating expenses. All
shared operating costs are propoitionately atlocated between the companies.

As of September 30, 2006, $268.090 was due to FCFS for non-interest-bearing advances.
This amount is reflected in the accompanying statement of financial condition as account
payable — parent company. As of September 30, 2006, $190,709 was due to an affiliate,
First Command Bank, for trust custodial fees related to the select investor plans. This
amount is reflected in the accompanying statement of financial condition as account
payable — affiliate. All interccmpany balances are due on demand and are settled
periodically by the payment of cish between the companies.
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First Command Financial Planning, Inc.

Notes to Statement of Financial Condition (continued)

b i . . s
. ; t '- ‘
: 2. Related Party Transactions (:ontinued)
f
During 1998, FCFS entered into a debt agreement whereby the Company pledged certain
FCFP marketable securities as collateral. As of September 30, 2006, securities with a fair
value of $1,677,479 were pledge as collateral for this loan.

3. Marketable Securities

The aggregate cost and fair value of FCFP’s marketable securities as of September 30,
2006, are as follows: |

Marketable securities (at cost) $ 1,681,955
Unrealized gains 667,855
Marketable securities (at fair value) $ 2,349,810

4, Common Stock

At September 30, 2006, the comrnon stock of the Company is as follows:

Class A Class B

Voting rights Voting Non-Voting
Par value per share $ 0.02 $ 002
Number of shares authorized 750,000 750,000
Number of shares issued 102,300 46,368
Number of previously issued shares repurchased

and held as treasury stock 3,100 2,834
Number of shares outstanding 99200 43,534

5. Net Capital Requirements

The Company 1s subject to the SEC 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, botk. as defined, shall not exceed 15 to 1. At September 30,
2006, the Company had net capital of $7,710,698, which was $7,244,297 in excess of its
required net capital of $466,401. The Company’s aggregate indebtedness to net capital
ratio was .91 to 1.

0611-0786172




First Command Financial Planning, Inc.

Notes to Statement of Financial Condition (continued)

6. Commitments and Contingercies

On December 15, 2004, the Company reached a settlement with the National Association
of Secunities Dealers (NASD) ard the SEC related to its sales of systematic investment

plans. The settlement included & fine without the Company admitting or denying any -
|

wrongdoing. The Company had voluntarily discontinued the sale of systematic
investment plans in October 2004.

The Company has experienced a number of claims, including one lawsuit filed in federal
court in California, resulting from the sales of systematic investment plans. The Company
plans to vigorously defend this lawsuit and believes, based on the existing claim status,
that 1t has adequately provided for this contingency in its statement of financial condition.
For the year ended Septembe: 30, 2006, the Company established a reserve of
$1,500,000, included in other ac:crued liabilities on the statement of financial condition,
for the estimated cost of these issues.
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