





























FINANCIAL HIGHLIGHTS

SELECTED DATA FOR EACH SHARE OF CAPITAL STOCK OUTSTANDING

LKCM Aquinas Value Fund
Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, December 31, December 31, December 31, December 31,
2007 2006 2005" 2004 2003
Net Asset Value - Beginning of Period $ 1371 $ 1224 $ 1177 $ 1017 $ 795
Net investment income 0.10 0.07 0.04 0.02 0.03
Net realized and unrealized gain on investments 1.01 1.95 0.44 1.60 222
Total from investment operations 111 2.02 0.48 1.62 225
Dividends from net investment income (0.10) (0.11) (0.01) (0.02) (0.03)
Distributions from net realized gains (1.65) (0.44) — — —
Total dividends and distributions (1.75) (0.55) 0.01) (0.02) (0.03)
Net Asset Value - End of Period $ 13.07 $ 1371 $ 1224 $ 1177 $ 1017
Total Return... 8.05% 16.51% 4.13% 15.93% 28.29%
Ratios and Supplemental Data:
Net assets, end of period (thousands) $ 37436 $ 39,826 $ 42,690 $ 42,765 $ 40,470
Ratio of expenses to average net assets:
Before expense waiver and/or reimbursement 1.49% 1.49% 1.55% 1.57% 1.59%
After expense waiver and/or reimbursement ......... 1.49% 1.49% 1.52%® 1.53% 1.50%
Ratio of net investment income to average net assets:
Before expense waiver and/or reimbursement 0.65% 0.44% 0.34% 0.17% 0.21%
After expense waiver and/or reimbursement ......... 0.65% 0.44% 0.37% 0.21% 0.30%
Portfolio turnover rate 62% 47% 1% 61% 70%

" The financial highlights set forth herein include the historical financial highlights of the Aquinas Value Fund. The assets of the Aquinas Value Fund were acquired by the LKCM Aquinas Value
Fund on July 11, 2005. At the time of the reorganization, the Adviser also changed from Aquinas Investment Advisers, Inc. to Luther King Capital Management Corporation.

@ The LKCM Aquinas Value Fund implemented a voluntary expense cap of 1.50% effective July 11, 2005.

LKCM Aquinas Growth Fund

Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, December 31, December 31, December 31, December 31,
2007 2006 2005" 2004 2003
Net Asset Value - Beginning of Period § 1545 $ 1561 $ 1467 $ 1358 $ 1126
Net investment income (loss) 0.01 (0.06)> 0.03 (0.07) (0.08)
Net realized and unrealized gain on investments 1.97 0.03 1.31 1.16 2.40
Total from investment operations 1.98 (0.03) 1.34 1.09 2.32
Dividends from net investment income 0.01) — (0.03) — —
Distributions from net realized gains (1.04) (0.13) (0.37) — —
Total dividends and distributions (1.05) (0.13) (0.40) — —
Net Asset Value - End of Period $ 1638 $ 1545 $ 1561 $ 1467 § 1358
Total Return... 12.75% 0.22)% 9.15% 8.03% 20.60%
Ratios and Supplemental Data:
Net assets, end of period (thousands) $ 42,073 $ 58,997 $ 74,606 $ 58,434 $ 57,818
Ratio of expenses to average net assets:
Before expense waiver and/or reimbursement 1.47% 1.46% 1.51% 1.55% 1.58%
After expense waiver and/or reimbursement ......... 1.47% 1.46% 1.51% 1.53% 1.50%
Ratio of net investment income (loss) to average net assets:
Before expense waiver and/or reimbursement 0.06% (0.36)% 0.25% (0.50)% (0.70)%
After expense waiver and/or reimbursement ......... 0.06% (0.36)% 0.25% (0.48)% 0.62)%
Portfolio turnover rate 40% 73% 114% 196% 105%

O The financial highlights set forth herein include the historical financial highlights of the Aquinas Growth Fund. The assets of the Aquinas Growth Fund were acquired by the LKCM Aquinas
Growth Fund on July 11, 2005. At the time of the reorganization, the Adviser also changed from Aquinas Investment Advisers, Inc. to Luther King Capital Management Corporation.

@ Net investment loss per share is calculated using the ending balance of undistributed net investment income loss prior to considerations of adjustments for permanent book and tax differences.

% The LKCM Aquinas Growth Fund implemented a voluntary expense cap of 1.50% effective July 11, 2005.

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

SELECTED DATA FOR EACH SHARE OF CAPITAL STOCK OUTSTANDING
LKCM Aquinas Small Cap Fund

Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, December 31, December 31, December 31, December 31,
2007 2006 2005" 2004 2003
Net Asset Value - Beginning of Period $ 658 § 582 $ 566 $ 550 $ 421
Net investment loss 0.03)® (0.04)® 0.07)® (0.09) (0.08)
Net realized and unrealized gain on investments 0.04 0.80 0.23 0.25 1.37
Total from investment operations 0.01 0.76 0.16 0.16 1.29
Distributions from net realized gains 0.12) — — — —
Net Asset Value - End of Period $ 647 $  6.58 § 58 $  5.66 $ 550
Total Return... 0.08% 13.06% 2.83% 2.91% 30.64%
Ratios and Supplemental Data:
Net assets, end of period (thousands) $ 10,790 $ 10,957 $ 7,064 $ 7,575 $ 7,283
Ratio of expenses to average net assets:
Before expense waiver and/or reimbursement 2.18% 2.32% 2.65% 2.76% 2.99%
After expense waiver and/or reimbursement ......... 1.50% 1.50% 1.73%" 1.95% 1.95%
Ratio of net investment loss to average net assets:
Before expense waiver and/or reimbursement (1.18)% (1.53)% (2.09)% (2.62)% (2.74)%
After expense waiver and/or reimbursement ......... (0.50)% 0.71)% (1.17)% (1.81)% (1.70)%
Portfolio turnover rate 66% 91% 148% 260% 161%

" The financial highlights set forth herein include the historical financial highlights of the Aquinas Small-Cap Fund. The assets of the Aquinas Small-Cap Fund were acquired by the LKCM
Aquinas Small Cap Fund on July 11, 2005. At the time of the reorganization, the Adviser also changed from Aquinas Investment Advisers, Inc. to Luther King Capital Management Corporation.

@ Net investment loss per share is calculated using the ending balance of undistributed net investment loss prior to considerations of adjustments for permanent book and tax differences.

" The LKCM Aquinas Small Cap Fund implemented a voluntary expense cap of 1.50% effective July 11, 2005.

LKCM Aquinas Fixed Income Fund

Year Year Year Year Year
Ended Ended Ended Ended Ended
December 31, December 31, December 31, December 31, December 31,
2007 2006 2005 2004 2003
Net Asset Value - Beginning of Period $ 981 $  9.84 $  10.06 $  10.16 $ 1023
Net investment income 0.42% 0.40 0.37 0.34 0.35
Net realized and unrealized gain (loss) on investments 0.15 (0.03) (0.19) 0.09 0.14
Total from investment operations 0.57 0.37 0.18 0.43 0.49
Dividends from net investment income (0.52) (0.40) (0.36) (0.38) (0.40)
Distributions from net realized ZaAINS ........c..ewuuruueveerierimerinererieriesieeeesiens e seeeens — — (0.04) (0.15) (0.16)
Total dividends and distributions 0.52) (0.40) (0.40) (0.53) (0.56)
Net Asset Value - End of Period $ 986 $ 981 $ 984 $  10.06 $ 10.16
Total Return... 5.95% 3.82% 1.75% 4.35% 4.90%
Ratios and Supplemental Data:
Net assets, end of period (thousands) $ 97233 $ 39,618 $ 42,782 $ 46,116 $ 44,760
Ratio of expenses to average net assets:
Before expense waiver and/or reimbursement 1.46% 0.99% 1.11% 1.19% 1.20%
After expense waiver and/or reimbursement ......... 0.80% 0.80% 0.93%" 1.02% 1.00%
Ratio of net investment income to average net assets:
Before expense waiver and/or reimbursement 4.11% 3.73% 3.34% 3.20% 3.23%
After expense waiver and/or reimbursement ......... 3.45% 3.92% 3.52% 3.37% 3.43%
Portfolio turnover rate 18% 24% 152% 147% 276%

" The financial highlights set forth herein include the historical financial highlights of the Aquinas Fixed Income Fund. The assets of the Aquinas Fixed Income Fund were acquired by the LKCM
Aquinas Fixed Income Fund on July 11, 2005. At the time of the reorganization, the Adviser also changed from Aquinas Investment Advisers, Inc. to Luther King Capital Management Corporation.

@ Net investment income per share represents net investment loss divided by the average shares outstanding throughout the period.

" The LKCM Aquinas Fixed Income Fund implemented a voluntary expense cap of 0.80% effective July 11, 2005.

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

22



LKCM Funps

NOTES TO THE FINANCIAL STATEMENTS

A. Organization and Significant Accounting Policies: LKCM Funds (the “Trust”) is registered under the Investment Company Act of 1940 (“1940
Act”) as an open-end, management investment company. The Trust was organized as a Delaware business trust on February 10, 1994 and consists of
nine diversified series of shares, four of which are the LKCM Aquinas Value, LKCM Aquinas Growth, LKCM Aquinas Small Cap and LKCM Aquinas
Fixed Income Funds (collectively, the “Funds”) and are reported here. On July 11, 2005, the Funds acquired the assets and assumed the liabilities of
the Aquinas Funds. The LKCM Aquinas Value, LKCM Aquinas Growth and LKCM Aquinas Small Cap Funds are subject to expenses pursuant to
the Rule 12b-1 plan described in Note B. Each Fund charges a 1% redemption fee for redemptions on Fund shares held for less than 30 days.

The LKCM Aquinas Value Fund seeks to maximize long-term capital appreciation by investing primarily in equity securities that Luther King Capital
Management Corporation (the “Adviser”) believes to be undervalued relative to a company’s earnings growth rate. The LKCM Aquinas Growth Fund
seeks to maximize long-term capital appreciation by investing primarily in equity securities that the Adviser believes generally have above-average
growth in revenue and/or earnings, above average returns on shareholders’ equity, under-leveraged balance sheets and potential for above-average
capital appreciation. The LKCM Aquinas Small Cap Fund seeks to maximize long-term capital appreciation by investing primarily in equity securities
of small companies (those with market capitalizations at the time of investment between $400 million and $2.5 billion) which the Adviser believes
are likely to have above-average growth in revenue and/or earnings and potential for above-average capital appreciation. The LKCM Aquinas Fixed
Income Fund seeks to provide investors with current income by investing primarily in a diversified portfolio of investment grade, short and
intermediate-term debt securities issued by corporations, the U.S. Government, agencies or instrumentalities of the U.S. Government and cash
equivalent securities.

The following is a summary of significant accounting policies followed by the Funds in preparation of the financial statements.

1. Security Valuation: Securities listed on a U.S. securities exchange for which market quotations are readily available are valued at the last
quoted sale price, taken from the exchange where the security is primarily traded. Nasdaq National Market securities are valued at the Nasdaq
Official Closing Price (“NOCP”). Unlisted U.S. securities and listed U.S. securities not traded on the valuation date for which market quotations
are readily available are valued at the mean of the most recent quoted bid and asked price. Securities listed on a foreign exchange for which market
quotations are readily available are valued at the last quoted sales price available before the time when assets are valued. Debt securities (other
than obligations having a maturity of 60 days or less) are normally valued at the mean of bid and ask price and/or by using a combination of daily
quotes and matrix evaluations provided by an independent pricing service. Debt securities purchased with remaining maturities of 60 days or less
are valued at amortized cost which reflects fair value. Other assets and securities for which no quotations are readily available (including restricted
securities) are valued in good faith at fair value using methods determined by the Board of Trustees. The Board has adopted specific procedures
for valuing portfolio securities and delegated the implementation of these procedures to the Adviser. The procedures authorize the Adviser to make
all determinations regarding the fair value of a portfolio security and to report such determinations to the Board of Trustees. The Funds may also
use independent pricing services to assist in pricing portfolio securities.

In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting Standards (“SFAS”) No. 157,
“Fair Value Measurements”. SFAS No. 157 defines fair value, establishes a framework for measuring fair value in accordance with GAAP, and
expands disclosure about fair value measurements. SFAS No. 157 is effective for financial statements issued for fiscal years beginning after
November 15, 2007. Management is currently evaluating the impact of adoption of SFAS No. 157 on its financial statements.

2. Federal Income Taxes: The Funds have elected to be treated as “regulated investment companies” under Subchapter M of the Internal Revenue
Code and each Fund intends to distribute substantially all of its investment company net taxable income and net capital gains to shareholders.
Therefore, no federal income tax provision is recorded.

3. Distributions to Shareholders: The LKCM Aquinas Value, LKCM Aquinas Growth and LKCM Aquinas Small Cap Funds generally intend
to pay dividends and net capital gain distributions, if any, at least on an annual basis. The LKCM Aquinas Fixed Income Fund generally intends
to pay dividends on a quarterly basis and net capital gain distributions, if any, at least on an annual basis.

4. Foreign Securities: Investing in securities of foreign companies and foreign governments involves special risks and considerations not typically
associated with investing in U.S. companies and securities of the U.S. government. These risks include devaluation of currencies and future
adverse political and economic developments. Moreover, securities of many foreign companies and foreign governments and their markets may
be less liquid and their prices more volatile than those of securities of comparable U.S. companies and securities of the U.S. government.

5. Expense Allocation: Expenses incurred by the Funds are allocated among the Funds based upon (i) relative average net assets, (ii) a specific
identification basis as incurred, or (iii) evenly among the Funds, depending on the nature of the expense.

6. 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 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 estimates.

7. Guarantees and Indemnifications: In the normal course of business, the Funds enter into contracts with service providers that contain general
indemnification clauses. The Funds’ maximum exposure under these arrangements is unknown as this would involve future claims against the
Funds that have not yet occurred. Based on experience, the Funds expect the risk of loss to be remote.

8. Other: Security and shareholder transactions are recorded on the trade date. Realized gains and losses on sales of investments are calculated on
the identified cost basis. Dividend income and dividends and distributions to shareholders are recorded on the ex-dividend date. Interest income is
recognized on the accrual basis. All discounts and premiums are amortized on the effective interest method for tax and financial reporting purposes.
Generally accepted accounting principles require that certain components of net assets be adjusted to reflect permanent differences between
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financial and tax reporting. These reclassifications have no effect on net assets or net asset values per share. Accordingly, at December 31, 2007,
reclassifications were recorded as follows.

LKCM LKCM LKCM LKCM
Aquinas Aquinas Aquinas Aquinas
Value Growth Small Cap Fixed
Fund Fund Fund Income Fund
Undistributed net investment income $4) $ (9,695 $ 54314 $(484)
Accumulated gain (loss) 4 127,251 66,603 484
Paid in capital — (117,556)  (120,917) —

9. Restricted and Illiquid Securities: The Funds are permitted to invest in securities that are subject to legal or contractual restrictions on resale or
are illiquid. Restricted securities generally may be resold in transactions exempt from registration. A security may be considered illiquid if it lacks a
readily available market or if its valuation has not changed for a certain period of time. Disposal of these securities may involve time-consuming
negotiations and expense, and prompt sale at the current valuation may be difficult.

B. Investment Advisory and Other Agreements: Luther King Capital Management Corporation (the “Adviser”), serves as the investment adviser
to the Funds under an Investment Advisory Agreement (the “Agreement”). The Adviser receives a fee, computed daily and payable quarterly, at the
annual rates presented below as applied to each Fund’s average daily net assets. The Adviser has voluntarily agreed to pay operating expenses in excess
of the annual cap rates presented below as applied to each Fund’s average daily net assets. For the year ended December 31, 2007, the Adviser waived
and/or reimbursed the following expenses:

LKCM LKCM LKCM LKCM
Aquinas Aquinas Aquinas Aquinas
Value Growth Small Cap Fixed
Fund Fund Fund Income Fund
Annual Advisory Rate 0.90% 0.90% 1.00% 0.60%
Annual Cap on Expenses 1.50% 1.50% 1.50% 0.80%
Expenses Waived and/or Reimbursed — — $74,439 $96,833

U.S. Bancorp Fund Services, LLC serves as transfer agent and administrator for the Trust and serves as accounting services agent for all LKCM
Aquinas Funds. U.S. Bank, N.A. serves as custodian for all LKCM Aquinas Funds.

Distribution services are performed pursuant to a distribution contract with Quasar Distributors, LLC, the Trust’s principal underwriter.

The LKCM Funds have adopted a Rule 12b-1 plan for the LKCM Aquinas Value, LKCM Aquinas Growth and LKCM Aquinas Small Cap Funds,
under which each Fund may pay up to 1.00% of its average daily net assets for distribution and other services. However, the Board of Trustees
has currently only authorized a fee of 0.25% of each Fund’s average daily net assets for the LKCM Aquinas Value, LKCM Aquinas Growth and
LKCM Aquinas Small Cap Funds. For the year ended December 31, 2007, fees accrued by the LKCM Aquinas Value, LKCM Aquinas Growth and
LKCM Aquinas Small Cap Funds pursuant to the 12b-1 Plan were $96,529, $128,165 and $27,309, respectively.

C. Fund Shares: At December 31, 2007, there was an unlimited number of shares of beneficial interest, no par value, authorized. The following table
summarizes the activity in shares of each Fund:

Aquinas Value Fund
Year Ended Year Ended
December 31, 2007 December 31, 2006
Shares Amount Shares Amount
Shares sold 458,237  $ 6,662,878 375,160  $ 4,862,046
Shares issued to shareholders in
reinvestment of distributions 328,011 4,296,941 105,201 1,451,764
Shares redeemed (826,557)  (11,977,038) (1,064,115)  (13,744,733)
Redemption fee 16 91
Net decrease (40,309) $ (1,017,203) (583,754) $ (7,430,832)
Shares Outstanding:
Beginning of period 2,904,270 3,488,024
End of period

2,863,961
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Aquinas Growth Fund

Shares sold

Shares issued to shareholders in
reinvestment of distributions

Shares redeemed

Redemption fee

Net decrease

Shares Outstanding:
Beginning of period
End of period

Aquinas Small Cap Fund

Shares sold

Shares issued to shareholders in
reinvestment of distributions

Shares redeemed

Redemption fee

Net increase

Shares Outstanding:
Beginning of period
End of period

Aquinas Fixed Income Fund

Shares sold

Shares issued to shareholders in
reinvestment of distributions

Shares redeemed

Redemption fee

Net decrease

Shares Outstanding:
Beginning of period
End of period

Year Ended
December 31, 2007

Shares Amount

266,840 $ 4,380,727

151,294 2,500,879
(1,666,606)  (27,333,099)
34

(1248472)  $(20,451,459)

3,817,748
2,569,276

Year Ended
December 31, 2007

Shares Amount

222,038 $ 1,529,702

26,610 173,229
(246359)  (1,682,478)

2289 § 20,453

1,666,198
1,668,487

Year Ended
December 31, 2007

Shares Amount

210,406  $ 2,073,336

55,972 546,329
(3,367,449)  (33,212,629)
1,223

(3,101,071)  $(30,591,741)

4,037,013
935,942

Year Ended
December 31, 2006

Shares Amount

448,866  $ 6,886,276

29,487 457,930
(1,439,660)  (21,858,281)
35

(961,307)  $(14,514,040)

4,779,055
3,817,748

Year Ended
December 31, 2006

Shares Amount

939,257  $ 5,819,888

486,054)  (3,032,129)
433

453203  $ 2,788,192

1,212,995
1,666,198

Year Ended
December 31, 2006

Shares Amount

361,202 $ 3,540,812

161,725 1,575,846
(831,556)  (8,170,167)
1,269

(308,629)  § (3,052,240)

4,345,642
4,037,013

From time to time, the Funds may have a concentration of several shareholders holding a significant percentage of shares outstanding. Investment
activities of these shareholders could have a material impact on the Funds. At December 31, 2007, one or more foundations, or entities, own or is
trustee for greater than 20% of the shares outstanding for each of the Funds.
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D. Security Transactions: Purchases and sales of investment securities, other than short-term investments, for the year ended December 31, 2007
were as follows:

Purchases Sales
U.S. U.S.
Government Other Government Other
LKCM Aquinas Value Fund $ - $23,306,541 $ - $29,749.416
LKCM Aquinas Growth Fund o 19,673,234 o 43,724,448
LKCM Aquinas Small Cap Fund - 6,828,885 - 7,319,200
LKCM Aquinas Fixed Income Fund 1,870,752 751,558 6,782,506 23,985,770

E. Tax Information: At December 31, 2007, the components of accumulated earnings (losses) on a tax basis were as follows:

LKCM LKCM
LKCM LKCM Aquinas Aquinas
Aquinas Aquinas Small Cap Fixed Income
Value Fund Growth Fund Fund Fund
Cost of Investments $ 29,737,967 $33,874,972 $9,753,379 $ 8,943,069
Gross Unrealized Appreciation $ 8,747,572 $ 8,615,491 $1,783,037 $ 155417
Gross Unrealized Depreciation (827,509) (184,562) (729,049) (75,878)
Net Unrealized Appreciation $ 7,920,063 $ 8,430,929 $1,053,988 $ 79539
Undistributed Ordinary Income $ 2,017 $ — $ — $ 2,887
Undistributed Long-Term
Capital Gain — — — —
Total Distributable Earnings $ 2,017 $ — $ — $ 2,887
Other Accumulated
Losses $  (227,212) $  (10,346) $ (115,119) $  (303,728)
Total Accumulated
Earnings (Losses) $ 7,694,868 $ 8,420,583 $ 938,869 $ (221,302)

The difference between book-basis and tax-basis unrealized appreciation is attributable primarily to the tax deferral of losses on wash sales.

At December 31, 2007 the accumulated capital loss carryforwards were as follows:

LKCM

Aquinas
Fixed Income

Fund
Expiring in 2014 $ 117,365
Expiring in 2015 184,058
Total capital loss

carryforwards $ 301,923

To the extent the Fund realizes future net capital gains, taxable distributions will be reduced by any unused capital loss carryforwards as permitted by
the Internal Revenue Code. For the year ended December 31, 2007, capital loss carryforwards of $152,193 were utilized by the LKCM Aquinas Small
Cap Fund.

At December 31, 2007, the following Funds deferred, on a tax basis, post-October losses of:

LKCM LKCM LKCM LKCM
Aquinas Aquinas Aquinas Aquinas
Value Fund Growth Fund Small Cap Fund Fixed Income Fund
$227,212 $10,346 $115,119 $1,805
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The tax components of dividends paid during the year ended December 31, 2007 were as follows:

Ordinary Long-Term
Income Capital Gains
LKCM Aquinas Value Fund $250,512 $4,185,216
LKCM Aquinas Growth Fund 29,698 2,508,138
LKCM Aquinas Small Cap Fund — 190,372
LKCM Aquinas Fixed Income Fund 601,189 —
The tax components of dividends paid during the year ended December 31, 2006 were as follows:
Ordinary Long-Term
Income Capital Gains
LKCM Aquinas Value Fund $ 301,144 $1,251,242
LKCM Aquinas Growth Fund 455,653 26,199
LKCM Aquinas Small Cap Fund — —
LKCM Aquinas Fixed Income Fund 1,621,812 —

In July 2006, the Financial Accounting Standards Board (“FASB”) issued Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (“FIN
48”). FIN 48 addresses the accounting for uncertainty in income taxes and establishes for all entities, including pass-through entities, such as the Fund,
a minimum threshold for financial statement recognition of the benefit of positions taken in filing tax returns (including whether an entity is taxable
in a particular jurisdiction). The Fund recognizes tax benefits only if it is more likely than not that a tax position (including the Fund’s assertion that
its income is exempt from tax) will be sustained upon examination. The Fund adopted FIN 48 in 2007. The Fund had no material uncertain tax
positions and has not recorded a liability for unrecognized tax benefits as of December 31, 2007. Also, the Fund had recognized no interest and
penalties related to uncertain tax benefits in 2007. At December 31, 2007, the tax years 2004 through 2007 remain open to examination in the Fund’s
major tax jurisdictions.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Trustees and Shareholders
of LKCM Funds:

We have audited the accompanying statements of assets and liabilities, including the schedules of investments of LKCM Aquinas Value Fund, LKCM
Aquinas Growth Fund, LKCM Aquinas Small Cap Fund, and LKCM Aquinas Fixed Income Fund, four of the portfolios constituting the LKCM Funds
(collectively, the “Funds”) as of December 31, 2007, and the related statements of operations and changes in net assets and financial highlights for the
year then ended. These financial statements and financial highlights are the responsibility of the Funds’ management. Our responsibility is to express
an opinion on these financial statements and financial highlights based on our audits. The statement of changes in net assets for the year ended
December 31, 2006 and the financial highlights for the periods ended prior to December 31, 2007 were audited by other auditors whose report, dated
February 20, 2007, expressed an unqualified opinion on those statements and financial highlights.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements and financial highlights are free of material
misstatement. The Funds are not required to have, nor were we engaged to perform, an audit of their internal control over financial reporting. Our
audits included 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 Funds’ 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. Our procedures included confirmation of securities owned as of December 31, 2007, by correspondence with the custodian and brokers.
We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements and financial highlights referred to above present fairly, in all material respects, the financial position of each

of the four portfolios (listed in the first paragraph) of the LKCM Funds as of December 31, 2007, the results of their operations, the changes in their
net assets and financial highlights for the year then ended, in conformity with accounting principles generally accepted in the United States of America.

Dot € Gucke LLF

Milwaukee, WI
February 26, 2008
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LKCM FUNDS
ADDITIONAL INFORMATION
December 31, 2007

Tax Information: The Funds designated the following percentages of dividends declared from net investment income for the fiscal year ended
December 31, 2007 as qualified dividend income under the Jobs & Growth Tax Relief Reconciliation Act of 2003.

Value 100.00%
Growth 100.00%
Fixed Income 4.00%

The Funds designated the following percentages of dividends declared during the fiscal year ended December 31, 2007 as dividends qualifying for
the dividends received deduction available to corporate shareholders.

Value 100.00%
Growth 100.00%
Fixed Income 4.99%

Additional Information Applicable to Foreign Shareholders Only: The Funds hereby designate the following percentages of their ordinary income
distributions for the fiscal year as interest-related dividends under Internal Revenue Code Section 871(k)(1)( C ).

Value 5.86%
Growth 10.84%
Fixed Income 100.00%

The Funds had no taxable ordinary income distributions that were designated as short-term capital gain distributions under Internal Revenue Section
871(k)(2)(C) during the year ended December 31, 2007.

Availability of Proxy Voting Information: A description of the policies and procedures that the Funds use to determine how to vote proxies relating
to their portfolio securities, as well as the proxy voting record, is available without charge, upon request, by calling toll-free 1-800-423-6369 or on
the SEC website at http://www.sec.gov.

The actual voting records relating to portfolio securities during the twelve month periods ended June 30 (as filed with the SEC on Form N-PX) are
available without charge, upon request, by calling the Funds toll free at 1-800-423-6369 or by accessing the SEC’s website at www.sec.gov.

Availability of Quarterly Portfolio Schedule: The Funds’ are required to file complete schedules of portfolio holdings with the SEC for the first
and third fiscal quarters on Form N-Q. Once filed, the Funds’ Form N-Q is available without charge upon request on the SEC’s website
(http://www.sec.gov) and may be available by calling 1-800-423-6369. You can also obtain copies of Form N-Q by (i) visiting the SEC’s Public
Reference Room in Washington, DC (information on the operation of the Public Reference Room may be obtained by calling 1-800-SEC-0330);
(ii) sending your request and a duplicating fee to the SEC’s Public Reference Room, Washington, DC 20549; or (iii) sending your request
electronically to publicinfosec.gov.
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Information about the Funds’ Trustees:

The business and affairs of the Funds are managed under the direction of the Funds’ Board of Trustees. Information pertaining to the Trustees of the
Funds is set forth below. The Statement of Additional Information includes additional information about the Funds’ Trustees and officers and is
available, without charge, upon request by calling 1-800-423-6369.

Number of
Term of Portfolios
Office & Principal in Fund
Position(s) Length Occupation Complex Other
Name, Address Held with of Time During Past Overseen Directorships
and Age the Trust Served' Five Years by Trustee Held By Trustee
Disinterested Trustees:
H. Kirk Downey Chairman Since 2005 President and CEO, Texas 9 Non-Executive Chairman of the
301 Commerce Street of the Systems, LLC and CEO, Board of AZZ Incorporated, a
Suite 1600 Board of Trustees Texaslearningsystems LLC manufacturing company.
Fort Worth, TX 76102 since 1999; Dean, M.J.
Age: 65 Trustee Since 1994 Nee}ey School of o
Business, Texas Christian
University Business
School from 1987
to 2001.
Earle A. Shields, Jr. Trustee Since 1994 Consultant; formerly 9 Priests Pension Fund of the
301 Commerce Street Consultant for NASDAQ Catholic Diocese of Fort Worth,
Suite 1600 Corp. and Vice President, Lay Workers Pension Fund of
Fort Worth, TX 76102 Merrill Lynch & Co., Inc. the Catholic Diocese of Fort
Age: 87 Worth, St. Joseph Health Care
Trust, Catholic Schools Trust
and Catholic Foundation of
North Texas.
Richard J. Howell Trustee Since 2005 CPA, Consulting Services, 9 Red Robin Gourmet
301 Commerce Street since 2002; Audit Partner, Burgers, Inc.
Suite 1600 Arthur Andersen LLP from
Fort Worth, TX 76102 1974-2002.
Age: 65
Interested Trustee:
J. Luther King, Jr.? Trustee, President Since 1994 Chairman, President and 9 Employee Retirement Systems
301 Commerce Street and Chief Executive Director, of Texas, 4K Land & Cattle
Suite 1600 Officer Luther King Capital Company, Hunt Forest
Fort Worth, TX 76102 Management Corporation Products (lumber), Ruston
Age: 67 since 1979. Industrial Corp. (industry
supply products), JLK Venture
Corp (private equity),

Southwestern Exposition &
Livestock, Southwest JLK
Corporation (management
company), Texas Christian
University, Texas Southwestern
Cattleraisers Foundation, Tyler
Technologies (information
management company for
government agencies), and
Encore Energy Partners LP
(oil and natural

gas exploration).

! Each Trustee holds office during the lifetime of the Trust until that individual resigns, retires or is otherwise removed or replaced.

* Mr. King is an “interested person” of the Trust (as defined in the 1940 Act) because of his affiliation with the Adviser.
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Term of

Office & Principal
Position(s) Length Occupation
Name, Address Held with of Time During Past
and Age the Trust Served Five Years
Officers:
J. Luther King, Jr. President and Since Chairman, President and Director,
301 Commerce Street Chief Executive 1994 Luther King Capital Management
Suite 1600 Officer Corporation since 1979.
Fort Worth, TX 76102
Age: 67
Paul W. Greenwell Vice President Since Principal, Luther King Capital
301 Commerce Street 1996 Management since 1986,
Suite 1600 Vice President and Portfolio
Fort Worth, TX 76102 Manager, Luther King Capital
Age: 57 Management since 1983.
Richard Lenart Secretary and Since Luther King Capital Management
301 Commerce Street Treasurer 2006 since 2005, Vice President,
Suite 1600 Aquinas Funds (2001-2005).
Fort Worth, TX 76102
Age: 41
Steven R. Purvis Vice President Since Principal, Luther King Capital
301 Commerce Street 2000 Management since 2003,
Suite 1600 Vice President and Portfolio
Fort Worth, TX 76102 Manager, Luther King Capital
Age: 42 Management since 1996.
Jacob D. Smith Chief Compliance Since General Counsel and Chief
301 Commerce Street Officer 2006 Compliance Officer, Luther King

Suite 1600
Fort Worth, TX 76102
Age: 33

Capital Management since 2006,
Enforcement Attorney, U.S.
Securities and Exchange Commission
(2005-2006), Associate, Haynes and
Boone, LLP (2001-2005).
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LKCM FUNDS
P.O. Box 701
Milwaukee, WI 53201-0701

Officers and Trustees

J. Luther King, Jr., CFA Richard Lenart

Trustee, Secretary & Treasurer
President

Paul W. Greenwell Jacob D. Smith

Vice President Chief Compliance Officer

Steven R. Purvis, CFA
Vice President

H. Kirk Downey
Chairman of the Board
Richard J. Howell
Trustee

Earle A. Shields, Jr.
Trustee

Investment Adviser
Luther King Capital Management Corporation
301 Commerce Street, Suite 1600
Fort Worth, TX 76102

Administrator, Transfer Agent, Dividend
Paying Agent & Shareholder Servicing Agent
U.S. Bancorp Fund Services, LLC
P.O. Box 701
Milwaukee, WI 53201-0701

Custodian

U.S. Bank, N.A.
1555 N. River Center Drive, Suite 302
Milwaukee, WI 53212

Independent Registered Public Accounting Firm
Deloitte & Touche LLP
555 E. Wells St., Suite 1400
Milwaukee, WI 53202

Distributor
Quasar Distributors, LLC
615 E. Michigan Street
Milwaukee, WI 53202

This report has been prepared for shareholders and may be distributed to others only if preceded or accompanied by a current
prospectus.
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