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OATH OR AFFIRMATION
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Independent Auditors Report

To the Members

Churchill Financial LLC

We have audited the accompanying financial statements of Churchill Financial LLC the

Company which comprise the statement of financial condition as of December 31 2013 and the

related statements of income changes in members equity and cash flows for the year then ended

that are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related

notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements

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 financial statements that are free from material misstatement

whether due to fraud or error

Auditors Responsibility

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 from material misstatement

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

disclosures in the financial statements The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the fmancial statements 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 statements 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 statements

Mountjoy Chilton Medley LLP

2600 Meidinger Tower 462 South Fourth Street Louisville KY 40202
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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 statements referred to above present fairly in all material respects

the fmancial position of Churchill Financial LLC as of December 31 2013 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles

generally accepted in the United States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as

whole The supplementary information contained in Schedule is presented for purposes of

additional analysis and is not required part of the financial statements but is supplementary

information required by Rule 17a-5 under the Securities Exchange Act of 1934 Such information

is the responsibility of management and was derived from and relates directly to the underlying

accounting and other records used to prepare the fmancial statements The information in Schedule

has been subjected to the auditing procedures applied in the audit of the financial statements and

certain additional procedures including comparing and reconciling such information directly to

the underlying accounting and other records used to prepare the financial statements or to the

financial statements themselves and other additional procedures in accordance with auditing

standards generally accepted in the United States of America In our opinion the information in

Schedule is fairly stated in all material respects in relation to the financial statements as whole

Louisville Kentucky

February 21 2014



Churchill Financial LLC

Statement of Financial Condition

As of December 31 2013

ASSETS

Cash and equivalents 194968

Deposits with clearing firms 107495

Receivable from brokers and dealers 256472

Prepaid expenses 35767

Fixed assets net of accumulated depreciation of $42432 67.934

Total assets 662636

LIABILITIES AND MEMBERS EQUITY

Accounts payable and accrued expenses 45681

Members equity 616.955

Total liabilities and members equity 662636

See accompanying notes



Churchill Financial LLC

Statement of Income

For the Year Ended December 31 2013

Revenues

Commissions 3461922

Investment advisory fees 46371

3508293

Expenses

Clearing fees 716626

Occupancy and equipment rental 26846

Compensation costs and guaranteed payments to partners 894313

Other operating expenses 249851

1887636

Income Before Income Taxes 1620657

Income Tax Expense 66253

Net income 1554404

See accompanying notes



Churchill Financial LLC
Statement of Changes in Members Equity

For the Year Ended December 31 2013

Balance beginning of year 412551

Net income
1554404

Distributions 1.350000

Balance end of year 616.955

See accompanying notes



Churchill Financial LLC

Statement of Cash Flows

For the Year Ended December 31 2013

Cash flows from operating activities

Net income 1554404

Adjustments to reconcile net income to cash provided by operating

activities

Depreciation 23171

Increase in operating assets

Deposits with clearing firms 786

Receivable from brokers and dealers 42309

Prepaid expenses 8999

Increase in operating liabilities

Accounts payable and accrued expenses 1.626

Net cash provided by operating activities 1527107

Cash flows from investing activities

Purchase of fixed assets 44324

Net cash used in investing activities 44324

Cash flows from financing activities

Member distributions 1.350.000

Net cash used in financing activities 1350.000

Net increase in cash and equivalents 132783

Cash and equivalents beginning of year 62.185

Cash and equivalents end of year l94968

See accompanying notes



Churchill Financial LLC

Notes to Financial Statements

For the Year Ended December 31 2013

Note Nature of Business and Significant Accounting Policies

Churchill Financial LLC the Company is broker/dealer in securities registered with the

Securities and Exchange Commission under the exemptive provisions of SEC Rule 5c3-

3k2ii These provisions provide that all funds and securities belonging to customers be

handled by correspondent broker/dealer In addition the liability of the members of the Company
is limited to the members total capital contributions

Basis of Accounting

The financial statements are prepared on the accrual basis of accounting in accordance with

accounting principles generally accepted in the United States of America GAAP The

Accounting Standards Codification ASC as produced by the Financial Accounting Standards

Board FASB is the sole source of authoritative GAAP for non-governmental entities

The accounting policies followed by the Company are as follows

Statement of Income

For purposes of this statement the Company recognizes commissions and related clearing

expenses on settlement date basis as security transactions occur

Statement of Cash Flows

Forpurposes of this statement the Company considers all highly liquid debt instruments purchased

with maturity of three months or less to be cash equivalents At various times throughout the

year the Company may have balances in excess of Federal Deposit Insurance Corporation FDIC
insurance limits

Income Taxes

The Company is organized as limited liability company and has elected to be taxed as

partnership for Federal income tax purposes Therefore net income for Federal and State income

tax purposes is passed through to the members personally Income tax expense represents local

income taxes for the year ending December 31 2013



Churchill Financial LLC

Notes to Financial Statements Continued

For the Year Ended December 31 2013

The Company recognizes uncertain tax positions using the more-likely-than-not approach as

defmed in the ASC No liability for uncertain tax positions has been recorded in the accompanying

financial statements The Companys 2010-2012 federal tax years remain open and subject to

examination

Use of Estimates

Preparation of the financial statements in conformity with GAAP requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure

of contingent assets and liabilities at the date of the financial statements and the reported amounts

of revenues and expenses during the reporting period Actual results could differ from those

reported

Accounts Receivable

Management considers all accounts receivable to be collectible accordingly no allowance for

doubtful accounts is required If amounts become uncollectible they will be charged to operations

when that determination is made

Fixed Assets

Fixed assets are recorded at cost Depreciation is provided on straight-line basis using an

estimated useful life of three to five years

Advertising Costs

The Company expenses advertising costs as incurred Advertising expense amounted to $500 for

the year ended December 31 2013

Subsequent Events

The Company evaluated events through the date on which the financial statements were available

to be issued and no additional disclosures were required

Note Net Capital Requirements

Pursuant to the net capital provisions of Rule 5c3- of the Securities and Exchange Act of 1934

minimum net capital requirement must be maintained as defined under such provisions Net

capital and the related net capital ratio may fluctuate on daily basis



Churchill Financial LLC

Notes to Financial Statements Continued

For the Year Ended December 31 2013

There were no material inadequacies in the computation of the ratio of aggregate indebtedness to

net capital at December 31 2013 or the procedures followed in making the periodic computation

required At December 31 2013 the Company had net capital of $508156 and net capital

requirements of $5000 The ratio of aggregate indebtedness to net capital was 0.0899 to at

December 31 2013 The Securities and Exchange Commission permits ratio of no greater than

15 to

Note Possession or Control Requirements

The Company adheres to the exemptive provisions of SEC Rule 15c3-3k2ii by transmitting

all customer funds and securities to the clearing broker who carries the customer accounts

Therefore the Company does not hold or have any possession or control of customer funds or

securities

Note Concentration of Risk

Substantially all commissions earned by the Company were received from trades directed by one

investment management firm Cullinan Associates Inc Certain members of the Company are also

stockholders of Cullinan Associates Inc The Companys offices were located in the offices of

Cullinan Associates Inc through June 2012 In November 2012 the Company entered into five

year lease agreement as assignee under lease agreement that Cullinan Associates Inc has with

lessor see Note Therefore no occupancy or equipment rental costs were paid directly to

Cullinan Associates Inc during the year ended December 31 2013

Note Simplified Employee Pension Plan

The Company has Salary Deferral Simplified Employee Pension plan SAR-SEP whereby it

may but is not required to make discretionary contributions on behalf of employees who have

been with the Company for two years or more In addition eligible employees may make

contributions to the SEP There were $143446 of Company contributions during the year



Churchill Financial LLC

Notes to Financial Statements Continued

For the Year Ended December 31 2013

Note Operating Leases

In November 2012 the Company entered into five year lease agreement as assignee under

lease agreement that Cullinan Associates See Note has with lessor This operating lease

requires monthly lease payments of $2204 per month in advance rising annually during the term

of the lease from November 2012 to October 2017 Future minimum rent payments required under

this lease are as follows

2014 $27643

2015 28395

2016 29146

2017 24.863

Total 8110.047

The amount charged to rent expense under this lease was $26846 during the year ended December

31 2013
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Schedule

Churchill Financial LLC

Computation of Net Capital Under Rule 15c3-1 of the Securities and Exchange Commission

As of December 31 2013

Net capital

Total members equity 616955

Deduct non-allowable assets and excess fidelity bond deductible 108799

Net capital before haircuts on securities positions tentative net capital 508156

Haircuts on securities positions

Net capital 508.156

Aggregate indebtedness

Accounts payable and accrued expenses 45681

Total aggregate indebtedness 45.681

Computation of basic net capital requirement

Minimum net capital required 5.000

Excess net capital 503.156

Ratio aggregate indebtedness to net capital 0.0899 to

Reconciliation with Companys computation included in Part II of Form X-17A-5 as of

December 31 2013

Net capital as reported in Companys Part hA Unaudited FOCUS report 508.156

Net capital per above 508.156

See accompanying independent auditors report
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Independent Auditors Report on Internal Control Required by SEC Rule 17a-5gl for

Broker-Dealer Claiming an Exemption From SEC Rule 15c3-3

To the Members

Churchill Financial LLC

In planning and performing our audit of the financial statements of Churchill Financial LLC the

Company as of and for the year ended December 31 2013 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control

over financial reporting internal control as 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 opinion on the effectiveness of the Companys internal control Accordingly we do not express

an opinion on the effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange ConmiissionSEC we have

made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of such practices and

procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the

periodic computations of aggregate indebtedness or aggregate debits and net capital under Rule

7a-3a1 and for determining compliance with the exemptive provisions of Rule 5c3-3

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 following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

12
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The management of the Company is responsible 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 SECs previously 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

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 7a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to

future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent

or detect and correct misstatements on timely basis sign fIcant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the companys financial statements

will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be

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

for safeguarding securities that we consider to be material weaknesses as defmed previously

13



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 material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2013 to meet the SECs objectives

This report is intended solely for the information and use of the members management the SEC
the National Association of Securities Dealers Inc and other regulatory agencies that rely on Rule

7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and is not intended to be and should not be used by anyone other than these specified

parties

Louisville Kentucky

February 21 2014
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