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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

Kaufman Bros., L.P.

FIRM1D. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
800 Third Avenue
. (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
Gerard A. Durkin (212)  292-8120

(Area Code -- Telephone No.)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.

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

4 Becker Farm Road Roseland New Jersey 07068
(Address) (City) (State) - (Zip Code)
CHECK ONE: AP
[A Certified Public Accountant A/H@@ESSED
[ Public Accountant \
D Accountant not resident in United States or any of its possessions Q [»\R 2 2@@3
CalVantiealativl
FOR OFFICIAL USE ONLY LU URTOR =
CEINAL

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a siatement 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
I, Gerard A. Durkin , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Kaufman Bros., L.P. , as of
December 31 2005 | are true and correct. 1 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:

Allen 8. Johnson, Michael Kaufman, Susan Ksufman, and D. Eugene C.Y. Duh.

2 -

Notary Publicny

/YA
Tl

MELISSA MARTINEZ

Publc, State of New York Signature
No. 01MAB106361
Laetfied in Kings County

<. san Expires March1, 2008 / Title

~

This report** contains (check all applicable boxes):

OO0 [ OOOERICOEIEIEIRIE]

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(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.

() 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 con-

solidation.
() 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 auditor's report on internal accounting control.

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
_pursuant to Rule 171-5.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Certified Rothstein, Kass & Company, P.C. Bevery Hils

) Public ll; Beﬁke; Fir.lm();‘ggg Denver
Accountants oselanda, Grand Cayman
tel 973.994.6666 E‘EW ;Yofg
fax 973.994.0337 S Fancisco
www.rkco.com Walnut Creek

Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Partners of
Kaufman Bros., L.P.

We have audited the accompanying consolidated statement of financial condition of Kaufman Bros., L.P. and
Subsidiaries (collectively “the Partnership”) as of December 31, 2005. This consolidated statement of financial
condition is the responsibility of the Partnership’s management. Our responsibility is to express an opinion on this
consolidated statement of financial condition 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
consolidated statement of financial condition is free of material misstatement. An audit includes 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 Partnership's 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 consolidated statement of financial condition,
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall consolidated statement of financial condition presentation. We believe that our audit of the consolidated
statement of financial condition provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above presents faifly, in ali material
respects, the consolidated financial position of Kaufman Bros., L.P. and Subsidiaries as of December 31, 2005, in
conformity with accounting principles generally accepted in the United States of America.

lekw L@»fam.f/ ﬂ e.

Roseland, New Jersey
February 6, 2006
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Affiiated Offices Worldwide /@‘\/}



ROS., L.P. AND SUBSIDIARIES

MENT OF FINANCIAL CONDITION

December 31, 2005

ASSETS
Cash and cash equivalents $ 1,406,417
Certificate of deposit 102,086
Receivable from clearing broker 868,011
Fees receivable 164,600
Securities owned, at market ‘ 31,050
Securities owned, non-marketable at fair value 27,359
Investments, at fair value -130,819
Property and equipment, net 66,668
Due from nonconsolidated affiliate 50,750
Prepaid expenses 55,749
Other assets . 31,612
Total assets , $ 2,935,021

LIABILITIES AND PARTNERS' CAPITAL

Liabilities
Accrued compensation costs $ 833,654
Accounts payable and accrued expenses 469,963
Deferred liabilities 76,156
Total liabilities 1,379,773
Partners' capital 1,555,248
Total liabilities and partners’ capital $ 2,935,021

See accompanying notes to consolidated financial statements. 2



S., L.P. AND SUBSIDIARIES

TED FINANCIAL STATEMENTS

1. Nature of operations

Kaufman Bros., L.P. and Subsidiaries (collectively the "Partnership") is a Delaware limited partnership formed to
engage primarily in investment banking, brokerage and securities trading, corporate consulting and other related
activities. Kaufman Bros., L.P. (“Kaufman Bros.”) is managed by KB Management, LLC (the "General Partner”) and
is a registered broker-deaier pursuant to the Securities Exchange Act of 1934. Additionally, Kaufman Bros. is a
member of the National Association of Securities Dealers, Inc. (the “NASD").

The accompanying consolidated financial statements include the accounts of Kaufman Bros. and its wholly-owned
Subsidiaries, KBRO Capital, LLC (“KBRO LLC") and KB HFI Management, LLC ("KBHFI"). KBRO LLC was formed
on November 15, 1999 as a limited liability company under the laws of the State of New York. KBRO LLC engages
primarily in venture capital activities. KBHFI was formed in February, 2005 as a limited liability company under the
laws of the State of Delaware. KBHFI| has provided funding for the start up cost for the Ephifany funds. The funds
are scheduled to be launched in 2006.

2. Summary of significant accounting policies

Principles of Consolidation

The consolidated financial statements include the accounts of Kaufman Bros., KBRO LLC, and KBHFI. All significant
inter-company transactions and balances have been eliminated in consolidation.

Cash and Cash Equivalents

The Partnership considers all highly liquid investments with original maturities of three months or less to be cash
equivalents.

Fees Receivable

On a periodic basis, the Partnership evaluates its fees receivable and considers establishing an allowance for
doubtful accounts, based on a history of past write-offs and collections and current credit conditions. At December
31, 2005, the Partnership considered all of its fees receivable to be collectible and accordingly no allowance for
doubtful accounts is deemed necessary.

Secun’ties Owned, at Market

All securities owned are valued at market and unrealized gains and losses are reflected in revenues.

Securities Owned, non-marketable at fair value

Securities not readily marketable represent warrants and restricted stocks, which are not publicly traded and are
valued at fair value as determined by the General Partner. Fair value is based upon the consideration of factors such
as the value of the underlying security, restrictions on the conversion of the warrant and liquidity of the security. As of

December 31, 2005, the General Partner determined that the fair value of all warrants and restricted stocks is
$27,359.



MAN BROS., L.P. AND SUBSIDIARIES

TED FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

investments, at fair value

KBRO LLC holds a 4.67% equity interest in GLQ Entrepia, Inc., a 0.76% equity interest in Entrepia Fund II, L.P.
and a 0.66% equity interest in Global Ling International Fund I, LLC. These private investment company
investments are recorded at fair value, based upon management’'s assessment on the underlying net asset values.

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization. The Partnership provides
for depreciation and amortization as follows:

Estimated
Asset Useful Life Principal Method
Office and other equipment 7 years © Straight-line
Furniture and fixtures ' 5 years Straight-line
Computer hardware and software 3 years Straight-line
Leasehold improvements Lease term Straight-line

Commission Revenue from Securities Transactions

Proprietary securities transactions are recorded on a trade date basis. Commission revenues and related expenses
resulting from customers’ securities transactions are recorded on a trade date basis.

Consulting, Merger and Acquisition, Private Placement, and Underwriting Fees

Consulting, merger and acquisition, private placement, and underwriting fees are recognized based on the terms of
the contracts and are recorded when the services are rendered.

Income Taxes

The Partnership is not subject to federal or state income taxes and, accordingly, no provision for these income taxes
has been made in the accompanying consolidated financial statements. The partners are required to report their
proportional share of gains, losses, credits and deductions on their respective income tax returns. The Partnership is
subject to New York City unincorporated business tax.

The Partnership complies with the Statement of Financial Accounting Standards No. 109, “Accounting for Income
Taxes” which requires an asset and liability approach to financial accounting and reporting for income taxes. Deferred
income tax asset and liabilities are computed for differences between the financial statement and tax bases of assets
and liabilities that will result in taxable or deductible amounts in the future based on the enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are
established, when necessary, to reduce the deferred income tax assets to the amount expected to be realized. Since
the amount was deemed to be insignificant, no provision has been made for unincorporated business taxes as of
December 31, 2005.



0S., L.P. AND SUBSIDIARIES

TED FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)

Use of Estimates

The preparation of consolidated 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 consolidated

financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

3. Securities Owned, at market

Securities owned, at market, consist of equities valued at $31,050 at December 31, 2005.

4. Property and equipment

Property and equipment consist of the following at December 31, 2005:

Accumulated

Depreciation Net
and Book
Cost Amortization Value
Furniture and fixtures $ 28,166 $ 12549  § 15,617
Office and other equipment 2,501 1,875 626
Computer hardware and software 49,497 21,945 27,552
Leasehold improvements 92,627 69,754 22,873

$ 172,791 $ 106,123 $ 66,668

5. Due from affiliate

Due from affiliate is non-interest bearing and due on demand.



S., L.P. AND SUBSIDIARIES

DATED FINANCIAL STATEMENTS

6. Commitments and contingencies

The Partnership leases office space under operating leases having non cancelable lease terms in excess of one year.
In addition to base rent, certain of the leases provide for the Partnership to pay a proportionate share operating costs
and are subject to escalation clauses based on the Consumer Price Index.

At December 31, 2005, future aggregate minimum annual rent payments under these leases are approximately as
follows:

Year ending December 31,

2006 $ 610,000
2007 95,000
$ 705,000

Rent expense, including certain other rent charges, for the year ended December 31, 2005 were approximately
$705,000.

The lease calls for a security deposit of $100,000, which as been satisfied by a letter of credit. The Partnership has
collateralized such letter of credit with a certificate of deposit.

In the normal course of business, the Partnership has been named as a defendant in various matters. Management
of the Partnership believes that the resolution of these matters will not have a material adverse effect on the financial
condition, results of operations or cash flows of the Partnership.

7. Employee benefit plan

All employees of the Partnership are eligible to participate in the Partnership’s qualified 401(k) retirement plan. The
Partnership currently matches twenty-five cents for each dollar of employee contributions. For the year ended
December 31, 2005, the Partnership contributed $117,250 towards the qualified 401(k) retirement plan.

8. Revolving subordinated borrowing

The Partnership has a $1,000,000 one-year revolving subordinated credit agreement with JP Morgan Chase Bank.
This agreement is due to mature on May 27, 2006 and is expected to be renewed for another year, and provides for
interest at Libor (4.82% at December 31, 2005) plus 2% per annum on all amounts outstanding. The revolving
subordinated credit agreement is in accordance with an agreement approved by the NASD. The Partnership has the
right to repay all or part of the revolving subordinated credit agreement prior to maturity. As of December 31, 2005,
there is no outstanding subordinated loan balance.



S., L.P. AND SUBSIDIARIES

DATED FINANCIAL STATEMENTS

- 9, Off-balance-sheet risk

Pursuant to clearance agreements, the Partnership introduces all of its securities transactions to clearing brokers on a
fully disclosed basis. All of the customers' money balances and long and short security positions are carried on the
books of the clearing brokers. In accordance with the clearance agreements, the Partnership has agreed to
indemnify the clearing brokers for losses, if any, which the clearing brokers may sustain from carrying securities
transactions introduced by the Partnership. In accordance with industry practice and regulatory requirements, the
Partnership and the clearing brokers monitor collateral on the customers' accounts.

In addition, the due from and payables to clearing brokers are pursuant to these clearance agreements.

In the normal course of business, securities transactions of brokerage customers of the Partnership are cleared
through a clearing broker. Pursuant to an agreement between the Partnership and the clearing broker, the clearing
broker has the right to charge the Partnership for unsecured losses that result from a customer’s failure to complete
such transactions. During the year ended December 31, 2005, no such losses were incurred.

10. Concentration of credit risk

The Partnership maintains its cash in financial institutions, which at times, may exceed federally insured limits. The
Partnership has not experienced any losses in such accounts and believes it is not subject to any significant credit
risk on cash.

11. Exemption from Rule 15¢3-3

The Partnership is exempt from Securities Exchange Commission (*SEC”) Rule 15¢3-3 pursuant to the exemptive
provisions of sub-paragraph (k)(2)(ii} and, therefore, is not required to maintain a “Special Reserve Bank Account for
the Exclusive benefit of Customers.”

12. Net capital requirements

Kaufman Bros. is subject to the SEC Uniform Net Capital Rule 15¢3-1. This rule requires the maintenance of
minimum net capital and that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15 to 1 and that equity capital may not be withdrawn if the resulting net capital ratio would exceed 10 to 1. At
December 31, 2005, Kaufman Bros.’s net capital (unconsolidated) was approximately $817,000 which was
approximately $567,000 in excess of its minimum requirement of $250,000. :

13. Subsequent event
On January 9, 2008, the Partnership drew down $1,000,000 from their revolving subordinated loan credit

agreement with JP Morgan Chase Bank. The Partnership has the right to repay all or part of the revolving
subordinated credit agreement prior to maturity, which is May 27, 2006.



