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REPORT OF INDEPENDENT REGISTERED PURLIC ACCOUNTING FIRM

Board of Directors

McMorgan Company Capital Advisors LLC

Report on the Financial Statement

We have audited the accompanying statement of financial condition of McMorgan Company Capital

Advisors LLC the Company as of December 312012

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation of

inancial statement that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statement The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statement whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the Companys preparation and fair

presentation of the financial statement in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the Companys internal

control Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant accounting estimates made by management as

well as evaluating the overall presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

In our opinion the financial statement referred to above present fairly in all material respects the financial

position of McMorgan Company Capital Advisors LLC as of December 31 2012 in accordance with

accounting principles generally accepted in the United States of America

San Francisco California

February 282013
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MCMORGAN COMPANY CAPITAL ADVISORS LLC

Statement of Financial Condition

December 31 2012

ASSETS

LIABILITIES

Accounts payable and accrued expenses

Intercompany payable

Total liabilities

MEMBERS EQUITY

Total liabilities and members equity

1243334

53281

139991

193272

1050062

1243334

See accompanyinq notes

Cash and cash equivalents

Placement fee receivable

Intangible asset net of accumulated amortization

Other assets

Total assets

648348

536439

51563

6984

LIABILITIES AND MEMBERS EQUITY

Page



MCMORGAN COMPANY CAPITAL ADVISORS LLC

Notes to Financial Statement

Note Organization

McMorgan Company Capital Advisors LLC the Company was incorporated on October 2012 Inception in the State of

Delaware The Company is registered broker-dealer with the Securities and Exchange Commission the SEC is member of the

Financial Industry Regulatory Authority Inc the FINRA and is wholly-owned subsidiary of McMorgan Company LLC the

Parent The Company is in the business of providing investment management services to employee benefit plans The Company

also provides solicitation support and client relations services to certain retirement/benefit plan investment advisory clients in

the Taft-Hartley market space

Note Summary of Significant Accounting Policies

Use of estimates The preparation of financial statement in conformity with accounting principles generally accepted in the

United States of America requires management to make estimates based on assumptions about current and sometimes future

economic and market conditions which affect reported amounts and related disclosures in the Companys financial statement

Although the Companys estimates contemplate current conditions and how management expects them to change in the future as

appropriate it is reasonably possible that future actual conditions could be different than anticipated in those estimates

Cash and cash equivalents Cash and cash equivalents consist of demand deposits and are recorded at cost which approximates

fair value The Company considers short-term highly liquid investments with an original maturity date of three months or less to

be cash equivalents

Placement fee receivable Placement fee receivable is presented net of estimated uncollectible amounts The normal payment

terms are generally 30 to 90 days from the invoice date which are billed according to the agreement terms The Company records

an allowance for estimated uncollectible accounts in an amount approximating anticipated losses Individual uncollectible accounts

are written off against the allowance when collection of the individual accounts appears doubtful As of December 31 2012

management believes all receivables are deemed collectable

Intangible asset The intangible asset consists of license to operate as broker dealer and was acquired in connection with the

purchase of Radiant Securities LLC see Note This asset is being amortized on straight-line basis over the period of expected

benefit with no estimated residual value The life of the intangible is determined to be four years

The intangible asset is evaluated and accounted for in accordance with the provisions of Financial Accounting Standards Boards

Accounting Standards Codification Topic 350 Intangible Assets The Company assesses the impairment of the indefinite-lived

intangible on an annual basis on December31 or whenever events or changes in circumstances indicate the carrying amount of the

asset may not be recoverable No impairment loss was recorded for 2012

Income taxes The Company is organized as limited
liability company which is treated as disregarded entity for federal tax

purposes Under limited liability company rules substantially all income tax liabilities flow through to the Member with the

exception of certain state taxes Federal state and local income taxes have not been provided for in this financial statement to the

extent the Member of the Company is responsible for reporting its allocable share of income gains deductions losses and credits

on its respective individual tax returns The Company files income tax returns in the U.S federal jurisdiction and the state of

California Generally the Company is subject to examination by federal or state and local income tax authorities for three years

from the filing of tax return

Subsequent events Subsequent events are events or transactions that occur after the statement of financial condition date but

before financial statement are issued The Company recognizes in the financial statement the effects of all subsequent events that

provide additional evidence about conditions that existed at the date of the statement of financial condition including the estimates

inherent in the process of preparing the financial statement The Companys financial statement do not recognize subsequent

events that provide evidence about conditions that did not exist at the date of the statement of financial condition but arose after

the statement of financial condition date and before financial statement are issued Management has evaluated events and

transactions for potential recognition or disclosure through February 28 2013 the date the financial statement were issued
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MCMORGAN COMPANY CAPITAL ADVISORS LLC

Notes to Financial Statement

Note Purchase of McMorgan Company Capital Advisors LLC

On October 2012 the Parent acquired all of the assets of Radiant Securities LLC The Company has recorded the transaction as

business combination using the acquisition method of accounting Accordingly assets acquired are measured at their estimated fair

values at the date of acquisition

The final allocation of purchase price is presented in the following table

Purchase price 60000

Cash 5000

Intangible asset license to operate 55000

Fair value of assets acquired 60000

The carrying value of the intangible assets as of December 31 2012 was as follows

Intangible asset license to operate 55000

Accumulated amortization 3437

51563

Annual amortization of the intangible asset based on the useful life for the next four years is as follows

Year Ending December 31

2013 13750

2014 13750

2015 13750

2016 10313

51563

Note 4- Related-Party Transactions

As of October 2012 the Company entered into an Expense Sharing Agreement with its Parent whereby the Company will

reimburse the Parent for payroll and certain administrative costs These costs totaled $139991 from Inception through

December 31 2012 and are included in operating expenses on the accompanying statement of income of which the entire amount

was payable as of December 31 2012

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule 15c3-1 which requires the maintenance of minimum net capital and

requires that the ratio of aggregate indebtedness to net capital both as defined shall not exceed 15 to At December 31 2012 the

Company had net capital of $455076 which was $442191 in excess of its required net capital of $12885 The Companys ratio of

aggregate indebtedness to net capital at December 31 2012 was 0.42 to

Note 6- Regulatory Requirements

In managements opinion the Company is exempt from the provisions of the SECs customer protection Rule 240 15c3-3 for the year

ended December 31 2012 because it does not hold customer funds or securities
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MCMORGAN COMPANY CAPITAL ADVISORS LLC

Notes to Financial Statement

Note Concentrations

The Company has cash and cash equivalents in the form of deposits which from time to time may exceed depository insurance limits

The Company has not experienced any losses in such accounts and believes they are not exposed to any significant risk of loss

Two customers accounted for 94% of placement fee receivable at December 31 2012

Note Defined Contribution Plan

Employees are eligible to participate in 401k defined contribution plan administered by the Parent The Parent matches 100%

of an employees contribution up to 3% of eligible compensation In addition the plan allows for profit sharing contribution that

is discretionary contribution determined annually by the Parent If made the profit sharing contribution is based on percentage

of the employees eligible earnings
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