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OATH OR AFFIRMATION

I, _ Daniel F. Nickel , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

BFP Securities, LLC , as
of December 31 , 2006 » are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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This report ** contains (check all applicable boxes):

X (a) Facing Page.

X (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

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

I G) 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
conselidation.

(I} An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areport describing any material inadequacies found to exist or found 1o have existed since the date of the previeus audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240. 17a-5(e)(3).
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AM D anders minkler & diehi llp

CPAs + Consultants

Independent Auditors' Report

Member
BFP Securities, LLC
St. Louis, Missouri

We have audited the accompanying statement of financial condition of BFP Securities, LLC as
of December 31, 2006, and the related statements of income, 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 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 statements referred to above present fairly, in all material respects,
the financial position of BFP Securities, LLC as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules 1 and 2 is presented for
purposes of additionai analysis and is not a required part of the basic financial statements, but
is supplementary information required by Rule 17a-5 of the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in our audit of the
financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

GA«:QMA/[IAA‘JC&.. J B.U LL\O

February 16, 2007
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BFP Securities, LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2006

ASSETS
ASSETS
Cash and cash equivalents $ 2,004,217
Securities owned, at fair market value 9237
Wholesaler compensation receivable 320,080
Accounts receivable 9,825
Prepaid commissions 7.245.423
Total Assets $ 9588762
LIABILITIES AND MEMBER'S EQUITY
LIABILITIES
Accounts payable 3 6.890
Total Liabilities 6,890
MEMBER'S EQUITY 9,581,872
Total Liabilities and Member's Equity $ 0588762

See accompanying notes to financial statements Page 2




BFP Securities, LLC
STATEMENT OF INCOME
For The Year Ended December 31, 2006

REVENUES
Wholesaler compensation $ 6,851,725
Interest income 47,821
Other income 3,392
Total Revenues 6.902.938

EXPENSES
Commission expense 3,286,784
Placement costs 1,851,528
Other expenses 157,268
Total Expenses 5.295.580
NET INCOME $ 1.607,358

See accompanying notes to financial statements
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BFP Securities, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY
For The Year Ended December 31, 2008

Balance - December 31, 2005 $ 12,224,514
Net income 1,607,358
Distributions (4,250,000}

Balance - December 31, 2006 $ 9.581.872

See accompanying notes to financial statements Page 4




BFP Securities, LLC
STATEMENT OF CASH FLOWS
For The Year Ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $ 1,607,358
Adjustment to reconcile net income to net cash provided
by operating activities:

Amaortization of prepaid commissions 3,277,109
Change in market value of securities (1,137)
{Increase) decrease in assets
Accounts receivable {7,617)
Wholesaler compensation receivable 102,127
Prepaid commissions (16,518)
Increase in liabilities
Accounts payable 4.258
Net Cash Provided by Operating Activities 4,965,580
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities {4,800)
Net Cash Used in Investing Activities {4.800)
CASH FLOWS FROM FINANCING ACTIVITIES
Distributions (4,250.000)
Net Cash Used in Financing Activities {4.250.000)
INCREASE IN CASH AND CASH EQUIVALENTS 710,780
CASH AND CASH EQUIVALENTS, Beginning of year 1,293,437
CASH AND CASH EQUIVALENTS, End of year $ 2004217
SUPPLEMENTAL SCHEDULE OF NON-CASH ACTIVITY
Wholesaler compensation $(1,851,528)
Placement costs $ 1,851,528

See accompanying notes to financial statements Page 5




e ——

S TR T T T R T, TR T TR TSR T e e . .- — B . e -

BFP Securities, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

BFP Securities, LLC (the Company) is a limited liability company organized under the
laws of the State of Delaware. The Company is a wholly-owned subsidiary of Benefit
Finance Partners, LLC. The Company is registered with the Securities and Exchange
Commission (SEC) as a broker-dealer distributing public and private variable insurance
contracts and is a member of the National Association of Securities Dealers, Inc.
(NASD). The Company operates under the exemptive provisions of SEC Rule 15c3-

3(k)(1).
Cash and Cash Equivalents

Cash and cash equivalents include all highly liquid investments with an initial maturity of
three months or less. The Company places its cash with one financial institution that is
considered to be highly credit-worthy. Deposits at this bank are insured by the Federal
Deposit Insurance Corporation (FDIC) up to $100,000.

At December 31, 2006, the Company's cash equivalents were held in money market
funds. The money market funds are maintained at financial institutions considered to be
highly credit-worthy.

Securities

Securities owned by the Company are considered trading securities, which are held for
resale. The securities consist of equity securities that are stated at market value. Gains
and losses, both realized and unrealized, are included in income.

Revenue Recognition

Wholesaler compensation fees are calculated based on the investment value of
separate account assets of the variable insurance contracts sold by retail broker-dealers
pursuant to a selling group agreement between the Company and such broker-dealer
who maintains the relationship with the ultimate buyer. These revenues are recognized
on the accrual method of accounting. Certain wholesaler compensation fees earned by
the Company are remitted by the payor to an affiliate, and the expense related to such
items is recorded as placement costs (see below).

Placement Costs

The Company incurs placement costs pursuant to agreements with an affiliate. The
Company records such costs as incurred.

Page 6




BFP Securnties, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

Commission Expense

Commissions are incurred and paid to retail broker-dealers related to the sale of
variable insurance contracts.

The Company capitalizes and amortizes most commissions incurred on a straight-line
basis over a seven-year period commencing twelve months subsequent to the date of
premium receipt, rather than fully expensing the commissions as paid to retail broker-
dealers. The amortization period is consistent with the typical charge-back period
contained in selling agreements that the Company has with its retail broker-dealers.
Commissions, which are not capitalized, are expensed as incurred.

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 certain reported amounts and disclosures.
Accordingly, actual results could differ from these estimates.

Income Taxes

The Company, with the consent of its member, has elected 0 be taxed as a limited
liabrility company under the Internal Revenue Code. Under this election, earnings of the
Company are taxed at the member level. Accordingly, no provision has been made for
income taxes.

REGULATORY NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule (Rule 15¢3-1), which
requires the maintenance of minimum regulatory net capital and requires that the ratio
of aggregate indebtedness to regulatory net capital, both as defined, shall not exceed
15 to 1. At December 31, 2006, the Company had regulatory net capital of $2,005,094
and minimum net capital requirements of $5,000. The Company's aggregate
indebtedness to net capital ratio at December 31, 2006 was .003 to 1.




BFP Securities, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2006

RELATED PARTY TRANSACTIONS

For the year ended December 31, 2006, the Company recorded wholesaler
compensation of $4,203,198 from an affiliate.

For the year ended December 31, 2006, the Company recorded placement costs to an
affiliate totaling $1,851,528.

During 2006, the Company incurred commission costs, net of commission chargebacks,
of $9.672 with Benefit Finance Securities, LLC, an affiliate of Bancorp Services, LLC, a
50% member of Benefit Finance Partners.

Benefit Finance Partners pays certain indirect expenses and/or obligations on behalf of
the Company, and pursuant to an informat agreement, charges the Company a fee of
$10,000 per month for these costs. Included in other expenses in the Statement of
Income is $120,000 related to this agreement. Management believes this is an
appropriate charge for such expenses. Management periodically analyzes the indirect
expenses, and it necessary, the monthly charge may be modified.

COMMITMENTS AND CONTINGENCIES

Changes to the Iniernal Revenue Code and other factors may affect the demand for
variable insurance contracts. At present, it is not possible to determine the probability or
extent of any such changes.
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BFP Securities, LLC
COMPUTATION OF NET CAPITAL, AGGREGATE INDEBTEDNESS, AND RATIO OF
AGGREGATE INDEBTEDNESS TO NET CAPITAL UNDER RULE 15¢3-1
Schedule 1
December 31, 2006

Member's equity $ 9581872
Less non-allowabie assets:
Accounts receivable 9,825
Wholesaler compensation receivable 320,060
Prepaid commissions 7.245.423
Total non-allowable assets 7.575,308
Net Capital Before Haircuts 2,006,564
Less: haircuts on securities 1,470
Net Capital $ 2005094
Aggregate Indebtedness $ 6,890

Computation of Basic Net Capital Reguirement

‘ Minimum net capital required (6 2/3% of total aggregate indebtedness) 459

: Minimum dollar net capital requirement $ 5,000

t Minimum capital requirement (greater of above) 3 5,000

Excess net capital $ _2.000,094

E Excess net capital at 1000% $ 2004.405
Ratio of aggregate indebtedness to net capital .003 to 1

There are no differences between the audited Computation of Net Capital above and the
Company's corresponding computation in the unaudited Part HA Focus Report.
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BFP Securities, LLC
EXEMPTIVE PROVISION UNDER RULE 15¢3-3
Schedule 2
December 31, 2006

An exemption from Rule 15¢3-3 is claimed as the broker-dealer does not hold customer funds
or securities. All accounts are on a fully disclosed basis.

Therefore the schedules of "Computation for Determination of Reserve Requirements Under

Rule 15¢3-3" and "Information Relating to Possession or Control Requirements Under Rule
15¢3-3" are not applicable.
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Independent Auditors’ Supplementary
Report on internal Control

Member
BFP Securities, LLC
St. Louis, Missouri

In planning and performing our audit of the financial statements of BFP Securities, LLC for the
year ended December 31, 2006, 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 15c3-3. 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 foilowing:

Making quarterly securities examinations, counts, verifications and comparisons
Recordation of differences required by Rule 17a-13

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

I N -
e e’

The management of the Company is responsibie 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 preparation of
financial statements in accordance with accounting principles 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.
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Our consideration of internal control wouild not necessarily disclose all matters in internal control
that might be significant deficiencies under standards established by the American institute of
Certified Public Accountants. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects an entity's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with accounting principles generally
accepted in the United States of America such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be
prevented or detected. However, we noted no matters involving internal control, including
controt activities for safeguarding securities that we consider to be significant deficiencies 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, 2008, to meet the SEC’s objectives.

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

O dlowd s b @ il 2

February 16, 2007

END
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