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OATH OR AFFIRMATION

1, Jonathan Hodson-Walker , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Silverwood Partners LLC 4 ) , as
of December 31, ,2005 , 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:

State of

_MA'_H._ 2 .
oy ST Ui i 10
Sworn tg and subscribed before me on Signature

the }J'B( day of Rbrury

. PA Bred Brta s :
A M & PARTUEE

M' .

Notary Public’ Signatu,ZV Title

Notary Public’s y

f4y Commission Explres 7 M 0(1 PR

Notary Public

=

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

(a) Facing Page.

(b) Statement of Financial Condition. e

(c) Statement of Income (Loss). 0

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ 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.

(3) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

HOE O O0O00NORKEEK

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



@ FoRMAN, ITzkowirz, BERENSON & I.AGRECA, P.C. @
CPAs and Busihess Advisors

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Members
Silverwood Partners, LLC

-Sherborn, Massachusetts

In planning and performing our audit of the financial statements and supplemental schedules of
Silverwood Partners, LLC (the Company), for the period ending Di:cember 31, 2005, we considered
its internal control, including control activities for safeguarding 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 that we considered relevant to the objectives stated in
rule 17a-5(g) in making the periodic computations of aggregate indebtness (or aggregate deblts) and
net capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions
of rule 15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons

2. Recordation of differences required by rule 17a-13

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

The management of the Company is responsible for establishing and maintaining internal control
of 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 precedlng
paragraph and to assess whether those practices and procedures can be expected to achieve the SEC’s
above mentloned objectives. Two of the objectives of internal control and the practices and

404 Wyman Street, Suite 275, Waltham, MA 02451-1264
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procedures that assets for which the Company has responsibility are safeguard 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 generally accepted accounting principles. 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.

Our consideration of internal control would not necessarily disclose all matters in- internal control
that might be material weaknesses under standards established by the American Institute of Certified
Public Accountants. 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 Company’s practices
and procedures were adequate at December 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, NASD, and other regulatory agencies that 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.

Formon, By hvudy Testrmaom 15402, A

January 20, 2006
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) Forman, Irzkowrrz, BERENnsON & LAGRECA, BC. >
“ CPAs and Buslness Advisors '

INDEPENDENT AUDITORS’ REPORT

To the Members
Silverwood Partners, LLC
Sherborn, Massachusetts

We have audited the accompanying statements of financial condition of Silverwood Partners, LLC
as of December 31, 2005 and 2004, and the related statements of operations and members’ equity, and cash
flows for the years 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 Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits 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 audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Silverwood Partners, LLC at December 31, 2005 and 2004, and the results of its
operations and cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedule I - computation of net capital for brokers and
dealers pursuant to rule 15¢3-1 is presented for the purposes of additional analysis and 1s 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. The accompanying supplemental Schedule II - operating expenses is
presented for purposes of additional analysis and is not a required part of the basic financial statements.
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.

January 20, 2006
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SILVERWOOD PARTNERS, LL.C

STATEMENTS OF FINANCIAL CONDITION

December 31,

2005 2004
3 ASSETS
Current Assets:
Cash and cash equilvalents $ 281,942 § 45,279
Property and Equipment 28,427 35,709
$ 310,369 §$ 30,988

LIABILITIES AND MEMBERS’ EQUITY

Current Liabilities:

Accounts payable and accrued expenses $ 29,596 § 24,899
Members’ Equity 280,773 56,089
$ 310.369 $ 80,988

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




SILVERWOOD PARTNERS, LLC

STATEMENTS OF OPERATIONS AND MEMBERS’ EQUITY

Revenues:

Investment banking services
Consulting income

Operating Expenses
Income (Loss) from Operations

Other Income:

Miscellaneous income
Interest income

Net Income (Loss)

Members’ Equity, Beginning

Withdrawals

Members’ Equity, Ending

Year Ended December 31,
2005 2004
$ 1,547,725 996 % % 357,500 97.6 %
‘ 6,825 0.4 8,925 2.4
1,554,550  100.0 366,425  100.0
859,029 55.3 394,167 107.6
695,521 44.7 (27,742) (7.6)
6,120 0.4 - 0.0
1,043 0.1 - 0.0
7,163 0.5 - 0.0
702,684 45.2 % (27,742) (7.6)%
56,089 83,831
758,773 56,089
478,000 -
$ 280,773 $ 56,089

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



SILVERWOOD PARTNERS, LLC

STATEMENTS OF CASH FLOWS

Year Ended December 31,
2005 2004
Cash Flows from Operating Activities:

Cash received from customers $ 1,554,550 $ 391,425

Cash paid to vendors, employees and related employee expenses (847,050) (383,977)

Miscellaneous income 6,120 -

Interest income 1,043 -

Net Cash Provided by Operating Activities 714,663 7,448
Cash Flows from Financing Activities:

Member withdrawals (478,000) -
Net Increase in Cash and Cash Equivalents 236,663 7,448
Cash and Cash Equivalent§, Beginning 45,279 37,831
Cash and Cash Equivalents, Ending $ 281,942 § 45,279

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



SILVERWOOD PARTNERS, LLC

STATEMENTS OF CASH FLOWS (Continued)

Reconciliation of Net Income (Loss) to Net Cash Provided by Operating Activities:

Year Ended December 31,
2005 2004
Net Income (Loss) $ 702,684 % (27,742)
Adjustments to Reconcile Net Income (Loss) to Net Cash Provided by
Operating Activities:
Depreciation , 7,282 7,281
Decrease in accounts receivable - 25,000
Increase in accounts payable 4,697 2,909
Total Adjustments 11,979 35,190
Net Cash Provided by Operating Activities $ 714,663 3 7,448

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



SILVERWOOD PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005 AND 2004

Note 1 - Description of Operations

Silverwood Partners, LLC, located in Sherborn, Massachusetts, provides investment banking services to
both public and privately held companies located throughout the United States. The Company is a
broker/dealer registered with the Securities and Exchange Commission (SEC) and is a member of the
National Association of Securities Dealers (NASD).

Note 2 - Summary of Significant Accounting Policies

(a) Accounts Receivable

Trade receivables are carried at their estimated collectible amounts. Trade credit is
generally extended on a short-term basis; thus trade receivables do not bear interest. Trade
accounts receivable are periodically evaluated for collectibility and are charged against an
allowance account when such receivables are deemed to be uncollectible. The Company has
not set up an allowance account as there have been no bad debts. There were no amounts
receivable at December 31, 2005 and 2004.

(b) Property and Equipment

Property and equipment are recorded at cost. Depreciation is provided using accelerated
and straight-line methods over the estimated useful lives of the respective assets. The
Company’s capitalization policy is to generally capitalize all equipment with a cost in excess
of $1,500. Maintenance and repairs are charged to expense as incurred; major renewals and
betterments are capitalized.

(c) Use of Estimates and Assumptions in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting
principles 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 reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

(d) Income Taxes
The income from the Limited Liability Company (ILLC) is included in the income tax

returns of the individual members. Consequently, no provision is made for income taxes in the
financial statements of the Company.



SILVERWOOD PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2005 AND 2004

Note 2 - Summary of Significant Accounting Policies (Continued)

(e) Revenue Recognition

Investment banking revenues include fees net of unreimbursed expenses arising from
securities placement transactions in which the company acts as an advisor or agent. Investment
banking revenues also include fees earned from providing merger and acquisition and financial
restructuring services. These fees are recorded at the time a transaction is completed and the
income is reasonably determinable. Obligations relating to these transactions are expensed as
incurred.

Consulting fees are invoiced and recognized, per the terms of the underlying contract, on
an hourly basis as the services are performed.

® Advertising Costs

The Company charges to operations all advertising costs at the time the obligation is
incurred. Included in operating expenses are advertising costs of $29,253 in 2005 and $5,011
in 2004.

(g) Cash Equivalents

The Company considers amounts invested in overnight repurchase investment accounts
to be cash equivalents.

Note 3 - Property and Equipment

Property and equipment consist of the following:

2005 2004
Equipment $ 8,734 % 8,734
Furniture and fixtures 35,981 35,981
44,715 44,715
Less accumulated depreciation 16,288 9,006

$ 28427 % 35.709

Depreciation expense was $7,282 in 2005 and $7,281 in 2004.



SILVERWOOD PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS (Continued)
DECEMBER 31, 2005 AND 2004

Note 4 - Lease Commitments

The Company leases its premises from the majority member of the limited liability company. The
lease 1s for ten years expiring in June 2013. Rent expense under this lease amounted to $141,205 in 2005
and $43,475 in 2004.

The lease provides for monthly payments of the lesser of $7,000 or 5% of the revenue recognized
for the prior month. The Company may, at its discretion, pay an amount greater than 5% of the revenue
recognized for the prior month provided such payment does not exceed $7,000. In 2005, the lease was
amended to provide the option of making additional payments, in excess of the $7,000, to make up for
prior period rent not equal to $7,000 per month. The lease also provides for the Company to pay additional
amounts for real estate taxes and other operating expenses.

Projected future minimum rentals under the non-cancellable lease as of December 31, 2005 are as
follows:
2006 $ 84,000

2007 84,000
2008 84,000
2009 84,000
2010 84,000
Thereafter 210,000
$ 630,000

Note 5 - Retirement Plan

In 2003, the Company adopted a defined contribution retirement plan covering substantially all
employees. Contributions to the plan are based on employees annual compensation. The plan includes
a section 401(k) salary deferral provision which allows employees to contribute to their individual
accounts to the extent provided by law. The Company can also make discretionary contributions to the
plan. Discretionary contributions to the plan were $0 in 2005 and $701 in 2004.

Note 6 - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
Rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the Company
maintain net capital equal to the greater of either $5,000, or 1/15 of the ratio of aggregate indebtedness
to net capital, both as defined. The Company is required to provide reports quarterly, to the Securities
and Exchange Commission verifying its compliance with Rule 15¢3-1. The Company had net capital of
$10,402 in 2005 and $20,380 in 2004 which was in excess of the Company’s required minimum net
capital by $5,402 in 2005 and $15,380 in 2004.



SILVERWOOD PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2005 AND 2004

Note 7 - Concentrations

During the year ended December 31, 2005, approximately 76% of the Company’s revenues were
received from two customers. During the year ended December 31, 2004, approximately 98% of the
Company’s revenues were received from six customers.

Note 8 - Credit Risks

Throughout the year the Company maintains cash balances in excess of $100,000 in one financial
institution. The Federal Deposit Insurance Corporation insures up to $100,000 for each depositor.

Note 9 - Reclassification of Prior Year Amounts

Certain 2004 accounts have been reclassified to conform to 2005 financial statement presentation,
with no effect on net income



SILVERWOOD PARTNERS, LLC

SCHEDULE I - COMPUTATION OF NET CAPITAL FOR BROKERS
AND DEALERS PURSUANT TO RULE 15¢3-1

December 31,
2005 2004
Members’ Equity $ 280,773 % 56,089
Less:
Members’ equity not allowable for net capital - -
Non-allowable assets 270,371 35,709
Other deductions - -
Add:
Subordinated liabilities - -
Other additions - -
$ 10,402 § 20,380
Net Capital Requirement $ 5,000 § 5,000
Net Capital 10,402 20,380
Excess Net Capital $ 5,402 $ 15,380

No material differences exist between the computation of net capital as calculated above and the
Company’s computation as reported on Part IIa of the FOCUS report (unaudited).

10



SILVERWOOD PARTNERS, LLC

SCHEDULE 1I - OPERATING EXPENSES

Salaries

Payroll taxes

Employee benefits
Advertising

Auto expense
Depreciation

Dues and subscriptions
Insurance

Internet

Licenses and permits
Meals and entertainment
Office expense and supplies
Outside services

Postage and delivery
Professional fees
Reimbursed expenses
Rent

Repairs and maintenance
Telephone

Travel

Training and development
Utilities

December 31,
2005 2004
$ 515,906 332% $ 180,508 49.3 %
21,992 1.4 13,647 3.7
34,659 2.2 9,154 2.5
29,253 1.9 5,011 1.4
5,509 0.4 6,845 1.9
7,282 0.5 7,281 2.0
3,681 0.2 3,366 0.9
4,407 0.3 3,175 0.9
3,662 0.2 3,464 0.9
6,290 0.4 4,485 1.2
11,808 0.8 12,575 34
18,363 1.2 23,292 6.4
1,334 0.1 2,037 0.6
1,670 0.1 1,375 0.4
6,826 0.4 25,551 7.0
(25,267) (1.6) (4,910) (1.3)
141,205 9.1 43,475 11.9
20,424 1.3 19,126 52
11,117 0.7 9,248 2.5
31,367 2.0 19,598 5.2
325 0.0 - 0.0
7,216 0.5 5,864 1.6
$ 859,029 553 % § 394,167 107.6 %
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