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A. REGISTRANT IDENTIFICATION

NAME OF BROKER DEALER: . OFFICIAL USE ONLY

Commonwealth Associates. P

FIRM ID. NO.

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) ,

830 3" Avenue, 8" Floor

(No. and Street)

New York New York 10022

(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Anthony Giardina (212) 829-5800

(Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION PRULGEDY

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report* M AR 31 2ﬂﬂ5\&

i ViSON
Eisner LLP WN%NCEM

(Name — if individual, state last, first, middle name)

750 Third Avenue New York New York 10017
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{3 Public Accountant
[J Accountant not in residence in United States or any of its possessions.
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supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).
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OATH OR AFFIRMATION

1, Anthony Giardina , swear (or affirm) that, to the best
of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the
firm of Commonwealth Associates, L.P. , as of December 31 ,2004 , are true and correct. I

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:

BRENDAG. 1220 |
Notary Public, State of N
No. 3?-41964973ew York

Qualified in New York :
Commission Expires Jungg?g(t)y O V Signature

Notary Public
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@WQ ol (A N Title
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This report** contains {check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

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

(i) 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.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(o) Independent Auditors' Report on internal accounting control required by SEC Rule 17a-5.

XOOXK O OOOXRORXXXKX

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).



COMMONWEALTH ASSOCIATES, L.P.
FINANCIAL STATEMENTS

DECEMBER 31, 2004

(with supplementary information)



COMMONWEALTH ASSOCIATES, L.P.

Contents

Financial Statements
Independent auditors' report
Statement of financial condition as of December 31, 2004
Statement of operations for the year ended December 31, 2004
Statement of changes in partners’ capital for the year ended December 31, 2004
Statement of cash flows for the year ended December 31, 2004

Notes to financial statements

Suppiementary information
Computation of net capital pursuant to SEC Rule 15¢3-1

Report on internat control required by SEC Rule 17a-5



Eisner LLP
Elsnef Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.891.4100
www .eisnerlip.com

INDEPENDENT AUDITORS' REPORT

To the Partners
Commonwealth Associates, L.P.
New York, New York

We have audited the accompanying statement of financial condition of Commonwealth Associates,
L.P. as of December 31, 2004, and the related statements of operations, changes in partners' capital,
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 Partnership'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 examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes 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 enumerated above present fairly, in all material respects, the
financial position of Commonwealth Associates, L.P. as of December 31, 2004, 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 supplementary 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 under the Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Frrsear LY

New York, New York
February 4, 2005

independent Member of Baker Tilly international



COMMONWEALTH ASSOCIATES, L.P.

Statement of Financiat Condition
December 31, 2004

ASSETS
Cash and cash equivalents $ 296,377
Securities owned, at market value 233,954
Due from brokers and other receivables 27,307

Prepaid and other assets

13,583

$ 571,221

LIABILITIES AND PARTNERS’® CAPITAL
Accrued expenses and other current liabilities $ 64,293
Due to affiliates 280,289
344,582

Commitments and contingencies

Partners’ capital __ 226,639
$ 571,221

See notes to financial statements 2



COMMONWEALTH ASSOCIATES, L.P.

Statement of Operations
Year Ended December 39, 2004

Revenues:
Commissions
Investment banking and advisory fees
Interest and dividends
Trading losses, net

Expenses:
Compensation and benefits
Commissions
General and administrative
Occupancy and equipment rental
Communications
Clearance and exchange fees
Depreciation and amortization

Net loss

See notes to financial statements

$ 1,475,739
176,943
21,539

(29,322)
1,644,899

391,108
621,512
406,618
120,248
21,184
33,579

69,696

1,663,945
$__(19,046)



COMMONWEALTH ASSCCIATES, L.P.

Statement of Changes in Partners’ Capital
Year Ended December 31, 2004

Partners’ capital - January 1, 2004 *
Capital distributions
Net loss

Partners’ capital - December 31, 2004

* Adjusted opening allocation among partners.

See notes to financial statements

General Limited
Partner Partners Total
$ 1,098,703 $ 146,982 $ 1,245,685
(952,500) (47,500) (1,000,000)
{11,334) (7.712) {19,046)
$ 134869 § 091770 §$ 226,639



COMMONWEALTH ASSOCIATES, L.P.

Statement of Cash Flows
Year Ended December 31, 2004

Cash flows from operating and investing activities:

Net loss $  (19,046)
Adjustments to reconcile net loss to net cash provided by operating and investing activities:
Depreciation and amortization 4,369
Write-off of leasehold improvements, net 65,327
Write-off of security deposit 120,000
Changes in:
Securities owned 380,572
Due from brokers 537,353
Accounts and other receivables 194,969
Due toffrom affiliates, net 280,289
Prepaid and other assets 9,005
Accrued expenses and other current liabilities (371,173)
Net cash provided by operating and investing activities 1,201,665
Cash flows from financing activities:

Distributions {1,000,000)
Net increase in cash and cash equivalents 201,665
Cash and cash equivalents - January 1, 2004 94,712
Cash and cash equivaients - December 31, 2004 $ 296,377

See notes to financial statements 5



COMMONWEALTH ASSOCIATES, L.P.

Notes to Financial Statements
December 31, 2004

NOTE A - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

[

[2]

(3]

[4]

Organization:

Commonwealth Associates, L.P. (the "Partnership”) is a broker-dealer registered with the Securities and
Exchange Commission ("SEC") and is a member of the National Association of Securities Dealers, Inc.
("NASD"). The Partnership is a New York limited partnership, whose general partner is Commonwealth
Management, LLC.

The Partnership does not carry accounts for customers or perform custodial functions related to securities.
Through May 31, 2004 all customer transactions were cleared through another broker-dealer on a fully
disclosed basis. Subsequent to that date, the Partnership has not handled any customer accounts and has
only engaged in investment advisory and banking services. Accordingly, in connection with the application
to change their minimum net capital to $5,000 (Note B), the Partnership has amended its NASD
membership agreement. Accordingly, the Partnership claims exemption from Rule 15c¢3-3 of the Securities
and Exchange Commission under paragraph (k)(2)(ii).

Use of estimates:

The preparation of financial statements in conformity with accounting principies generally accepted in the
United States of America requires the Partnership's management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at the
date of the financial statements, and the reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates.

Revenue recognition:

Securities transactions and related commission revenue are recorded on a trade-date basis. Marketable
securities owned are valued at quoted market prices. Warrants to purchase common shares of public
companies are valued at the intrinsic price which is defined as the amount by which the price of the
underlying security exceeds the exercise price of the warrant ("in-the-money”). Warrants that are not in-the-
money are valued at zero.

Unrealized gains/losses and realized gains/losses on securities are reflected in trading losses, net on the
statement of operations.

Investment banking income includes fees earned for financial advisory services. Financial advisory fees,
underwriting and placement fees are earned at the time the underwriting or placement is completed.

Statement of cash flows:

For purposes of the statement of cash flows, the Partnership considers all highly liquid debt instruments
purchased with a maturity of three months or less to be cash equivalents.

NOTE B - NET CAPITAL REQUIREMENTS

The Partnership is subject to the Securiies and Exchange Commission Uniform Net Capital Rule
("SEC Rule 15¢3-1"), 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 1. At December 31, 2004, the
Partnership had net capital of $105,710, which exceeds the Partnership's minimum net capital requirement by
$5,710. The Partnership's ratio of aggregate indebtedness to net capital was 3.26 to 1 as of December 31, 2004.

On October 26, 2004 the Parinership applied to have its minimum net capital requirement reduced to $5,000.
Such request was approved and became effective during January 2005.

6



COMMONWEALTH ASSOCIATES, L.P.

Notes to Financial Statements
December 31, 2004

NOTE C - RELATED PARTIES

The Partnership shares office space and the services of certain personnel with affiliates. Costs for those services
and personnel are allocated to the Partnership and the affiliated entities based on estimated usage of services.
During the year ended December 31, 2004, the Partnership was charged approximately $408,000 for such shared
costs. At December 31, 2004 the Partnership owed affiliates approximately $280,000 principally related to
unreimbursed shared costs.

NOTE D - COMMITMENTS AND CONTINGENCIES:
Litigation:

The Partnership is a defendant, or otherwise has possible exposure, in legal actions arising out of its activities as
a broker-dealer and underwriter. Such actions claim substantial or unspecified damages which could be material
to the financial statements taken as a whole. The Partnership is also involved, from time to time, in proceedings
with and investigations by, governmental agencies and self-regulatory organizations. While predicting the
outcome of litigation is inherently very difficult, and the ultimate resolution, range of loss, and impact on operating
results cannot be reliably estimated, management believes, based upon its understanding of the facts and the
advice of applicable legal counsel, that it has meritorious defenses for all such actions. Included in accrued
expenses and other current liabilities is an accrual for outstanding litigation of approximately $20,000.

NOTE E - INCOME TAXES

As a limited partnership, the Partnership is not subject to federal and state income taxes as a separate entity.
Accordingly, there is no provision for federal and state income taxes presented in the accompanying financial
statements. The partners are required to report their respective shares of Partnership income (loss) in their
individual income tax returns.

The Parnership may be subject to New York City Unincorporated Business Tax, however, it has available
approximately $6,000,000 of net operating loss carryforwards which may be applied against future taxable
income. These carryforwards begin to expire in December 2016.

Deferred income taxes reflect the impact of "temporary difference” between the amounts of assets and liabilities
for financial reporting purposes and such amounts as measured by tax law and regulations. The deferred tax
asset results principally from the unused net operating loss carryforwards. Such amount has been fully reserved
by the Partnership as its ultimate utilization is doubtful.

The total of all deferred tax assets is as foliows:

Deferred tax asset $ 240,000
Valuation allowance (240,000)
Net deferred tax assets $ 0

NOTE F- OFF-BALANCE-SHEET RISK AND CONCENTRATIONS OF CREDIT RISK

As a nonclearing broker, the Partnership has its securities cleared through other broker-dealers pursuant to
clearance agreements. Substantially all of the company's securities positions are held at the clearing broker.
Recognizing the concentration of credit risk that this implies, the Partnership utilizes a clearing broker that is
highly capitalized and is a member of major securities exchanges.



SUPPLEMENTARY INFORMATION



COMMONWEALTH ASSOCIATES, L.P.

Computation of Net Capital Pursuant to SEC Ruie 15¢3-1
December 31, 2004

Net capital:
Partners' capital $ 226,639

Nonallowable assets:
Due from broker and other receivables 27,307
Prepaid and other assets 24,288
Net capital before haircuts on securities positions 175,044

Haircuts on securities positions, including undue concentration 69,334

Net capital $ 105,710

Computation of basic net capital requirement:
Minimum net capital requirement of 6-2/3% of aggregate indebtedness of $22,972 or $100,000 $ 100,000

Excess net capital $ 5710
Aggregate indebtedness:

Accrued expenses and other liabilities $ 344582

Ratio of aggregate indebtedness to net capital .26

Statement pursuant to Paragraph (d)(4) of Rule 17a-5

There are no material differences between this computation of net capital and the corresponding computation
prepared by the Company for inclusion in its unaudited Part Il FOCUS Report as of December 31, 2004.

See notes to financial statements 8




Eisner

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17A-5

To the Partners
Commonwealth Associates
New York, New York

In planning and performing our audit of the financial statements and supplemental schedule of
Commonwealth Associates (the "Partnership") for the year ended December 31, 2004, we
considered its internal control, including control activities for safeqguarding 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 Partnership, 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 and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Partnership 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 Partnership in
any of the following:

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

3. Complying with the requirements for prompt payment for securities under Section 8(b) of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

The management of the Partnership 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
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 Parinership 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 the preparation of financial statements in conformity 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.

Because of inherent limitations in internal control or 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.



Eisner

Our consideration of internal control would not necessarily disclose alt matters in internal control that
might be material weaknesses under standards established by the American Institute of Certified
Public Accountanis. A material weakness is a condition in which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that error or
fraud in amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal control, including control
activities for safeguarding securities, that we consider to be material weaknesses 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 Partnership's practices
and procedures were adequate at December 31, 2004, to meet the SEC's objectives.

Our opinion recognizes that it is not practicable in a company the size of the Partnership to achieve
all the divisions of duties and cross-checks generally included in a system of internal accounting
contro! and alternatively, greater reliance must be places on surveillance by management.

This report is intended solely for the use of management, the SEC, the National Association of
Securities Dealers, Inc., and other regulatory agencies which rely on Rule 17a-5(g) 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.

New York, New York
February 4, 2005
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