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IR NICU\( %d‘}h‘:\'\“ : g , swear (or affirm) that, to the best 01:

my knowlcc;i'gc and belief the accompanying financial statement and supporting schedules pertaining to the firm of '
¥ as

Invesmart Securities, LLC

of December 31 ,20 06 , are true and correct. | further swear (or.affirm) that

{
neither the,company nor any partner, proprictor, principal officer or director has any proprietary interest in any account |
i

|
! ' OATH OR AFFIRMATION

I
classified s?lely as that of a.customer, except as follows:
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i — COMMONWEALTHOF PENNSYLVANIA i

Catherine F. ’
% Ciyof F Dickson, Notary Public Signature
Member, Pennsyivanta Association of Notarles ' Tl

1. . ike

L : .
Cathirune . Ruckson

'l Notary Public . ' ‘ I

This report ** contains (check all applicabic boxes):-

(a) F:Jcing Page. '

(b) Slz:aicmcm of Financial Condition.

{c) Slglicmcnl of Income {Loss):

(d) Stiement of Changes in Financial Condition.

(c) Stiatement of Changes in Stockholders® Equity or Parlners’ or Sele Proprictors’ Capital.
(N Sl;nlcmcnl of Changes in Liabilities Suberdinated to Claims of Creditors.

f

%
{(h) Computation lor Determinaiion of Reserve Requirements Pursuant to Rule 15¢3-3. i
(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3, \
(i) Ailcconciliation, 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}I‘lcconcilinlion between the audited and unaudited Statements of Financial Coadition with respeet (o mecthods of -

consolidation.
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ound to have cxisted since the date of the previous audit,
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m AEr}cport describing uny material inadequacics found Lo existor |
(o) Supplemental Report : _
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| :
Indépendlent Auditors' Report - _ :
Members ' ‘ |
: tnvesmart 'Securities, LLC . . ' '
' Plttsburgh Pennsylvania 15276 ' ' o !
o
Welhave audlted the accompanying balance sheets of Invesmart Secuntles LLC as of December 31,
2006 and 2005 and the related statements of operations, cash flows, and changes in members' equity
for the years then ended.- These financial statements are the responsibility of the Company's !
management Our responsrbllrty is to express an opinion on these financial statements based on our
auduts ! I . - .
We conducted our audits in accordance with auditing standards generally accepted in the United |
States of 'Amenca Those standards require that we plan and perform the audit to obtain reasonable
asslurance about whether the financial statements are free of material misstatement. An audit includes
. éxamining, on a test basis, evidence supporting the amounts and disclosures in the firiancial |
statements An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentatlon We believe
that our aludlt prowdes a reasonable basis for our opmlon
.| ! ‘
‘In our op|n|on the financial statements referred to above present fairly, in all material respects, the
fi nancnal position of Invesmart Securities, LLC at December 31, 2006 and 2005 and the results of its. -
operatlons cash flows, and changes in members' equity for the years then ended in conformity with!
acc’ountmg principles generally accepted in the United States of America. :

Our audit was conducted for the purpose of forming an opinion on the basic fi nancial statements taken
as a whole The accompanying additional 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 of the Securities and Exchange Commission. Such additional information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
oplnlon |s fairly stated in all material respects in relation to the basic financial statements taken as a

whole. | 1 .
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CURRENT ASSETS:
Cash .
Commissions Receivable
Prepaid Expenses
Total Current Assets
[

¥
TOTAL ASSETS
I

il
i
i

i
CURRENT:LIABILITIES:
Due to Parent Company
Accrued Expenses
Total Current Liabilities

k
MEMBERS' EQUITY:
Paid in Capital

Retained/Earnings (Deficit)

Total Members‘ Equity .

" INVESMART SECURITIES, LLC

BALANCE SHEETS

DECEMBER 31, 2006 AND 2005

 ASSETS

' ' 2006 2005
$ 1,052,706 § 1,380,745
424,421 409,606
0 35,741
1477127 1.826,002
$ 1477127 $ 1,826,092

. LIABILITIES AND MEMBERS' EQUITY

$ 908,679 $ 1,124,942
29,752 36,881
938,431 1.161.823
709,403 709.403
(170,707) (45,134)
538,696 664,269
$ 1.826,092

TOTAL LIABILITIES AND MEMBERS' EQUITY $ 1477127




i | INVESMART SECURITIES, LLC
. | STATEMENTS OF OPERATIONS

j YEARS ENDED DECEMBER 31, 2006 AND 2005
1

!

I

o 2006

REVENUES | . _ '
Commission Income ~ * $ 5,377,161

! ‘
i .

EXPENSES o |
Management Fees 4,987,103
Professmnal Services . 9,205
Insurance -10,901
Reglstrat:ons Licenses and Other Fees 107,052
Conferences and Contlnumg Education - 5,600
Other Expenses l ‘ 1,078

f ' 5,120,939

NET OPEIhATlNG INCOME 256,222

! i - o
OTHER INCOME o 18,205
1 1
{ |
| | .
NET INCOME ; $ 274427

l
!
f
i
|
|

r
!
I
|
|
J
[ |
| :
}’
l
1 )
[ I

+

See Notes to Financial Staternents

2005

$ 5,692,138

5287311 |
6.733 |
5,581 |

57 976 |
5.600
89

75,363,290

328,848

13,332

!

342,180}

|
|
[
|
|
|
|
|
!
|
|
|
f
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I
CASH FL"OWS FROM QOPERATING ACTIVITIES:
Net Income ‘ 1

~ INVESMART SECURITIES, LLC
STATEMENTS OF CASH FLOWS
: YEARS ENDED DECEMBER 31, 2006 AND 2005

Adjustments to Reconcile Net Income to Net Cash Provided by

Operatng Activities:

Changes in Assets and Liabilities:
Comi‘missions Receivable
Accrued Expenses and Prepaids

ol :
Net Cash Provided by Operating Activities
P! ‘
CASH FL:QWS FROM FINANCING ACTIVITIES:

Distributions to Members

Loans From Parent Company:

Repayment of Loans from Parent Company

b . '
Net Cash (Used) Provided by Financing Activities

NET (DEbREASE) INCREASE IN CASH
1 -

L :
CASH AT‘BEGINNING OF YEAR

CASH AT,END OF YEAR

'

1
Iy
!

|1
f‘.
I
|

i
|
|
i
|
I
|
I
|
T

|
i
|
i
h
¥
;I
See Notéa‘s to Financial Statements
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2006 2005

$ 274,427 $ 342,180
(14,815) (74,012)
28,612 15,606
288,224 283,774
(400,000) (200,000)

0 373,013
(216,263) 0
(616,263) 173.013 .
(328,039) 456,787
1,380,745 923,958 .
$ 1,052,706 $ 1,380,745 |




I STATEMENTS OF CHANGES IN MEMBERS' EQUITY '
P YEARS ENDED DECEMBER 31, 2006 AND 2005 ‘
D !
I . ;
' :
: : Retained ;
. Paid In- - . Earnings l
l : Capital (Deficit) Total
g T
| ‘ . | 7
Balance, Ll)ecember 31, 2004 % 709403 §% (187,314) § 522,089
Net Incorr!1e- 2005 0 - - 342180 342,180
i1 _
Less Distfifbutions to Members 0 " (200,000) (200,000)
r . !
Balance, December 31, 2005 $ 709,403 % (45,134) % 664,269
| - I
Net Income - 2006 0 274,427 274,427
H )
I i
Less Distributions to Members 0 (400,000) (400,000)
Balance -{ becember 31, 2006 $ 709,403 % (170,707)  $ 538,696
H ‘ .‘
X f
. !
| i
H !
|t |
I 4 |
i‘ 1
| :
| :
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| !
] | |
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|

t
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|
|
See Note:s
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INVESMART SECURITIES, LLC

'to Financial Statements




INVESMART SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NOTE 1 i SUMMARY OF S|GN|F|CANT ACCOUNTING POLICIES:
Pt L. . . . . '
Busmess Activity: [ o : f

lnvesmart Securities, LLC (the Company) was formed as a limited liability company on !
February 29, 2000 and commenced operations in April of 2001. The Company is a broker-dealer
engaged primarily in transactions in mutual funds. The Company does not hold or maintain any

customer accounts. The Company is a registered broker under the Securities Exchange Act of

1934{and is a member of NASD {National Association of Securities Dealers, Inc).

Limiteq }.iability Company: i

The ﬁinancial statements included only those assets, liabilities and results of operations which
relateto the business of Invesmart Securities, LLC. The financial statements do not include any

asset's', liabilities, revenues, or expenses attributable to the members' individual activities.
1

Cash éguivalents: '
1t . R
For p:I:eroses of reporting cash flows, cash and cash equivalents include money market accounts
and any highly liquid debt instruments purchased with a maturity of three months or less. \
I !
RevenUe: f
Com“mission revenues from mutual fund companies are recorded on a trade date basis.
I
Use ofjl?Estimates:

!
b
1
0
|
I
b

|
The preparation of financial statements in conformity with generally accepted accounting
pnncuples requires management to make estimates and assumptions that affect certain reported'

amounts and disclosures. Accordingly, actual results could differ from those estimates.
[ .

NOTE 2} AFFILIATION:

Prior to'July 10, 2006, Invesmart Securities, LLC was owned one hundred percent by Invesmart, Inc a
Delaware corporation. On July 10, 2006, Invesmart, Inc. was purchased by StanCorp Financial Group,
Inc. (SFG) an Qregon corporation, and became a wholly owned subsidiary of SFG. Effective January

1, 2007, Invesmart Securities, LLC was combined with StanCorp Equities, Inc., the broker dealer of
SFG X :

NOTE 3- RELATED PARTY TRANSACTIONS:

Management Agreement:
|
i
Invesmart Securltles LLC entered into a management agreement with its parent company,
: Invesmart JInc., on September 20, 2000. Under the agreement, the management Company will
assnst Invesmart Securities in the day to day operation of Invesmart Securities and the
management of its business, including financial services management, information systems,
bookkeepmg record keeplng clerical services, and provide various other administrative functions.
1 | F

]
! i
I ;

'
'
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INVESMART SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS (CONT'D)
DECEMBER 31, 2006

NOTE 3 - RELATED PARTY TRANSACTIONS: (Cont'd}

r
i-
i _ |
As base compensation for the services to be provided by the management company, invesmart |
Secuntles LLC shall pay to the management company a management fee equal to a fixed fee of
$118,811 per month plus 90% of the excess remaining net operating income. Net operating income
is defi ned as all of the earned income of Invesmart Securities, received from all sources, less all |
expenses accrued and payable by Invesmart Securities for the respective month, exclusive of the
management fee. |n addition to the management fee, the management company may invoice
Invesman Securities for overhead expenses in the amounts reasonably determined by the ;
management company. The total management fees incurred by the Company in 2006 and 2005,
were 5|B,4,987 ,103 and $5,287,311, respectively. !
: | |
Due to I?larent Company: . ;
Invesmart Securities, LLC has received advances from its parent Company. There is no interest,
being charged on the advances. The advances are unsecured with no specific repayment
terms:  The balances as of December 31, 2006 and 2005 were $908,679 and $1,124,942, |
respectively. i
%
NOTE 4 -:NET CAPITAL REQUIREMENTS: |

The Secuntles and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1) requires the |
maintenance of a minimum net capital balance and requires that the Company's aggregate. '
mdebtedness as defined, may not exceed eight times net capital, as defined. At December 31, |
20086, the Company's net capital for regulatory purposes was $114,275, which exceeded its !
requwed net capital of $62,562 by $51,713, and the percentage of aggregate indebtedness to net
capital was 821%. §

NOTE 5 - |INCOME TAXES: i
I ‘ |

The Company will file a consoladated income tax return with its parent company. As such, :
the Company will not pay income taxes, as any income or loss will be included in the tax returns of
of the parent company. Accordmgly, no provision is made for income taxes in the financial ]

statemeln'ts

NOTE 6 - CONCENTRATION OF CREDIT RISK:

The Company maintains a business money market account and a business checking account at one
bank. Accounts at an institution are insured by the Federal Deposit Insurance Corporation (FDIC) up
to $100, 000 Cash at this institution exceeds Federally insured limits. The amount in excess of the
FDIC I|m|t totaled $852,705 as of December 31, 2006, and $1,180,745 as of December 31, 2005. '

! f

|

|

| |

] .
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| INVESMART SECURITIES, LLC !

: COMPUTATION OF NET CAPITAL PURSUANT TO !
UNIFORM NET CAPITAL RULE 15C3-1 :

Il DECEMBER 31, 2006 :

i’

(]

! i
. b B . |

[ * '
See the reconcuhahon of the computatlon of net capital pursuant to uniform net capital Rule 15¢3-1

included i |n the Company's correspending unaudited Form X- 17A 5 Part IIA FI|II'lg with the computation

included in this report. :
I ' ..

CREDITS

Members' Equity 3 538,696 :
I - ? |
' | :
DEBITS: | | :
Nonallowable Assets: = ! ? l
| ) .
vl ' |
Nonallqwable Receivable from Brokers or Dealers 424 421 |
Total Debits 424 421 |

b :

i L ;
TOTAL CAPITAL 114,275 !
7 i !
MINIIVIUIVI'NET CAPITAL - THE GREATER OF 6 2/3% of AGGREGATE }
INDEBTEDNESS OF $62,562 OR $5,000. 62,562 i
I l '
E|XCESS NET CAPITAL $ 51,713 !
|, i 1
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 821% !
TOTAL AGGREGATE INDEBTEDNESS - - $ 938431 |
:
!

t

5'; |
H . ‘ ’ ‘ !
o . o
| ' |




INVESMART SECURITIES, LLC ‘
l RECONCILIATION OF COMPUTATION OF NET CAPITAL '
i PURSUANT TO UNIFORM NET CAPITAL RULE 15C3-1
‘* TO COMPUTATION IN CORRESPONDING UNAUDITED FORM X-17A-5

DECEMBER 31, 2006

1 | - .
NET CAPITAL AS REPORTED IN COMPANY'S DECEMBER 31, 2006 UNAUDITED

FILING OF PART 11A OF FORM X-17A-5 : $ 114,275
NET ADJUSTMENTS 0
NET CAPITAL AS REPORTED ON PAGE 8 OF THIS REPORT | $_114,275

e e e e e e e e et . -

e ——— e e ap ——




' " INVESMART SECURITIES, LLC

K STATEMENT REGARDING RULE 15¢3-3 :
o ' DECEMBER 31, 2006 | F
! - ' !
I . .
The Com’pany is exempt from Rule 15¢3-3 of the Securltles and Exchange Commission under f :
paragraph (K)(1) of that Rule. i I
| +
! |
A |
3 : L
ol ? g
k | i
I f |
I . .
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Members | o _ !
Invesmart Securities, LLC ' ‘
Plttsburgh Pennsylvania 15276

Company) as of and for the year ended December 31, 2006, in accordance with auditing standards' :
generally‘ accepted in the United States of America, we considered the Company's internal control
over fi nancral reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purpose of expressing
an oplnlon on the effectiveness of the Company's internal control. Accordingly, we do not express an
opinion on the effectrveness of the Company s internal contror

i
i
In plannrng and performing our audit of the financial statements of Invesmart Securities, LLC {the o
I
|

Also, as requrred by Rule 17a-5(g)(1) of the Securities and Exchange Commlssmn we have made a
~ study of the practices and procedures (including tests of compliance with such practices and !
: procedures) followed by invesmart Securities, LLC including consideration of control activities for '

safeguardlng securities 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 the procedures for determining compliance with the exemptive provisions of Rule 15¢3-

3. We did not review the practices and procedures followed by the Company in making the quarterly

secuntres examrnatrons counts, verifications and comparisons and the recordation of differences

required by Rule 17a-13 or in complying with the requirements for prompt payment for securities
" under Sectron 8 of Federal Reserve Regulation T of the Board of Govemors of the Federal Reserve’

System because the Company does not carry securities accounts for customers or perform custodral ‘

functlons relatlng to customer securities. ‘ |

g :
The management of the Company is responsible for establishing and maintaining internal control :
and the practrces and procedures referred to in the preceding paragraph. In fulfilling this o
responsrblhty, estimates and judgements by management are required to assess the expected
benefits and related costs of controls and of the practices and procedures referred to in the - - u
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 ‘ |
practlces and procedures are to provide management with reasonable but not absolute assurance . 'g
that assets for which the Company has responS|b1!|ty are safeguarded against foss from [
unauthorized use or disposition and that transactions are executed in accordance with ' r
management‘s authorization and recorded properly to permit the preparation of financial statementsr t
in conformity with generally accepted accounting principles. Rule 17a-5(g ) lists additional objectrves )
of the practlces and procedures listed in the preceding paragraph : ; !

b : . - : | o
I . .
|

11 - - "



i ) t
_Invesmart Securltres LLC : ‘ ' C
February15 2007 - - _ _ .
Page Two ' ' o o ) L

- Because of |nherent limitations in mternal control and the practices and procedures referred to

above, errors or fraud may oceur-and not be detected. ‘Also, projection of any evaluation of them to ! 3

future per:ods is subject to the risk that they may become inadequate because of changes in

conditions or. that the effectrveness of their design and ‘operation may deteriorate.

A control def iciency exists when the design or operatlon of a control does not allow management or

employees |n the normal course of performing their ass:gned functlons to prevent or detect )

. mlsstatements on a timely'basis. A significant defi iciency is a control deficiency, or combrnatlon of
" control det” crenmes that adversely. affects the entity's ability to initiate, authorize, record, process, or!
report fi nanclal data reliably in accordance with generally accepted accountlng principles such that’

there is more than a remote likelihood that a mlsstatement of the entity's financial statements that i IS _

more thanunconsequentaal will not be prevented or detected by-the entity's mternal control
! ¥

A materlal weakness isa slgntflcant defrcuency, or comblnatlon of s:gmt” icant deficiencies, that results .
in more than a remote Ilkehhood that a material misstatement.of the t" nanmal statements wnll notbe & - -

h prevented or detected by the entlty s mternal control

Our con5|derat|on of mternal control was for the limited purpose descnbed in the first and second
. paragraphs and would not: necessarlly identify all deficiencies in internal control that might be

b
1
i
i
L
i
|
}

. material weaknesses We did:not identify any deficiencies in internal control and control activities for

safeguardmg secuntles that we con5|der to be matenal weaknesses as defined above

l : - 4 . .
. Foo o

We understand that practlces and. procedures that accompllsh the objectlves referred tointhe . |
*- " 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 accompllsh such objectives in all material respects indicate a material
madequacy Ifor such purposes. Based on this understanding and on our study, we believe that the .
.. Company's pract:ces and procedures were adequate at December 31 12006 to meet the SEC S.

' objectwes'
i l

: Thrs report is intended solely for the use of management the Securities and Exchange Commlssron" -

the Natronal Association of Securities Dealers and other regulatory agencies which rely on Rule

" 17a5(g) under the Securities and Exchange Act of 1934 in their regulatlon of reglstered brokers and

C dealers and is not mtended to be used for any other purpose
!-' ‘ T
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