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Gerbel & Company, P.C.
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January 25, 2007

INDEPENDENT AUDITORS’ REPORT

Randy P. Keehler
Koehler Financial, LLC
Stevensville, Michigan

We have audited the accompanying balance sheet of Koehler Financial, LLC as of December 31, 2006,
and the related statements of income and member's equity, and cash flows for the year then ended.
These financial statements are the respensibility of the Company’s management. Our responsibility is to
express an opinion on the financial statements based on our audit.

We conducted an audit in accordance with generally accepted auditing standards. Those standards
require that we perform the audit to obtain reasonable assurance that the financial statements are free of
material misstatement. An audit includes assessing the accounting principles used and significant
estimates made by management, as weil as evaluating the overall financial 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 condition of Koehler Financial, LLC as of December 31, 2006, and the results of its operations
and changes in financial condition for the year then ended in conformity with generally accepted
accounting principles.

The information contained in Schedule | is presented for purposes of conforming with information required

by Rule 17a-5 under the Securities Exchange Act of 1934. This information has been subjected to the
auditing procedures applied in the audit of the financial statements and in our opinion is fairly stated in all

material aspects.
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KOEHLER FINANCIAL, LLC
Balance Sheet
December 31, 2006

Assets
Cash in bank $
Receivable from dealers
TOTAL ASSETS $
Liabilities and Member's Equity
Liabilities
Management fee payable $

Member's Equity

TOTAL LIABILITIES AND
MEMBER'S EQUITY $

The accompanying notes are an integral part of these financial statements.

10,645

12,830

23,475

13,475

10,000

23,475




KOEHLER FINANCIAL, LLC
Statements of Income and Member’s Equity
For the Year Ended December 31, 2006

Statement of Income

Revenues
Commissions $ 517664
Refunds - NASD 340
Total Revenues $ 518,004

Expenses
Management fees $ 497363
Tax, licenses and fees 8,447
Rent 6,500
Accounting and legal 2,635
Repair and maintenance 713
Software 1,840
Other 506
Total Expenses $ 518,004
NET INCOME $ -

Statement of Member's Equity
Balance - January 1, 2006 3 10,000
Net income for the year -

BALANCE - DECEMBER 31, 2006 3 10,000

The accompanying notes are an integral part of these financial statements.




KOEHLER FINANCIAL, LLC
Statement of Cash Flows
For the Year Ended December 31, 2006

Cash Flows from Operating Activities
Net income
Adjustments to reconcile net income to net cash provided by
operating activities:
{Increase) decrease in receivable from dealers
Increase {decrease) in management fee payable

Net cash provided by operating activities
Cash Flows from Capital Activities

Net increase (decrease) in cash

Cash - Beginning of Year

CASH - END OF YEAR

The accompanying notes are an integral part of these financial statements.

% -
(5,148)
5,137
$ (11
$ -
$ (1)
10,656
s 10645




KOEHLER FINANCIAL, LLC
Notes to Financial Statements

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization and Nature of Business

The Company is a broker-dealer registered with the Securities and Exchange Commission (SEC) and is a
member of the National Association of Securities Dealers, Inc. The Company is a single member, of
Koehler Financial Services, Inc. Michigan Limited Liability Company (LLC). Its only line of business as a
broker-dealer involves agency fransactions. Its customers are located primarily in Southwestern
Michigan.

B. Accounting Method

Assets, liabilities, revenues, and expenses are recorded on the accrual basis of accounting.

C. Receivables from Dealers

All accounts were deemed by management to be collectible, therefore, no allowance for doubtful
accounts has been established.

D. Cash and Cash Equivalents

For the purpose of the statement of cash flows, the Company considers all short-term debt securities
purchased with a maturity of three months or less to be cash equivalents.

E. Management Fees

The Company has entered into an Operating Agreement with Koehler Financial Services, Inc. Under this
agreement all net income of the Company is paid to Koehler Financial Services, Inc.

f. Related Party

Koehler Financial Services, Inc. and the Company are both 100% owned by Randy P. Koehler.

G. Accounting for Income Taxes

The Company became a Michigan Limited Liability Company on October 8, 1999. Under this provision

the Company does not pay Federal income taxes on its taxable income. Instead, the member is liable for
Federal income taxes on their respective ownership percentage of the Company’s taxable income.




KOEHLER FINANCIAL, LLC
Schedule | - Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission
December 31, 2006

Net Capital
Total ownership equity $ 10,000
Less: 2% haircut on money market account 53
Net Capital $ 9,947

Aggregate Indebtedness
Iltems included in statement of financial condition:
Accrued expenses $ 13,475

Computation of Basic Capital Requirement

Minimum net capital based on aggregate indebtedness $ 6803
Minimum dollar requirement 3 5,000
Excess net capital $ 4,947
Excess net capital at 100% $ 14,078
Percentage of aggregate indebtedness to net capital 135%
Note:
Schedules I, 1ll, and IV, required under Rule 15¢3-3 of the Securities and Exchange Commission, have

not been presented because the Company claims exemption under section k(1), “Limited business
(mutual funds and/or variable annuities only)".
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January 25, 2007

INDEPENDENT AUDITORS' REPORT ON INTERNAL ACCOUNTING
CONTROL AS REQUIRED BY SEC RULE 17a-5

Randy P. Koehler
Koehler Financial, LLC

As required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we studied the
accounting practices and procedures followed by the Company. This included tests relevant to the
objectives stated in Rule 17a-5(g)(1) in making the periodic computations of aggregate indebtedness {or
aggregate debits) and net capital under Rule 17a-3(a)(11) and for determining exemptive procedures of
Rule 15¢c-3. Because the Company does not carry securities or perform custodial functions relating to
customer securities, we did not review practices and procedures followed by the Company in any of the
following:

1. Making quarterly securities examinations, counts and comparisons

2. Recordation of differences required by Rule 17a-13

3. Complying with requirements for prompt payment for securities under section 8 of Federal
Reserve Reguiation T of the Board of Governors of the Federal Reserve System

The management is responsible for establishing and maintaining an internal control structure and the
practices and procedures referred to in the preceding paragraph. In fulfiling this responsibility,
management is required to assess expected benefits and related costs of this structure, and practices
and procedures referred to in the preceding paragraph. The ultimate goal is to determine that those
practices and procedures can be expected to achieve the SEC's above-mentioned objectives.

The two main objectives in the internal control structure and the practices and procedures are:

1. Provide management with reasonable assurance that assets of the Company are safeguarded
against loss from unauthorized use or disposition, and

2. Transactions are executed in accordance with management's authorization and recorded
properly to permit 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.

We did not note any matters involving the internal control structure and its operations that we consider to
be reportable 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
internal control structure that could adversely affect the Company's ability to record, process, summarize,
and report financial data consistent with the assertions of management in the financtal statements.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL ACCOUNTING
CONTROL AS REQUIRED BY SEC RULE 17a-5 - Continued

Our consideration of the internal control structure would not necessarily disclose all matters in the internal
control structure that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. However, we believe there are no material weaknesses, and
that the Company’s practices and procedures were adequate at December 31, 2006 to meet the
Securities and Exchange Commission’s objectives referred to in the second paragraph.

This report is intended solely for the use of management, the Securities and Exchange Commission, The
National Association of Securities Dealers, Inc. and other regulatery agencies which rely on Rule 17a-5
{9} under the Securities and Exchange Act of 1934 on their regulation of registered brokers. This should
not be used for any other purpose.

END




