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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Laurence Allen 203-422-5000
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion: is contained in this Report*
HALPERN & ASSOCIATES, LLC

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

143 WESTON ROAD WESTON CONNECTICUT 06883
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*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 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

Laurence Allen
3 swear (or affirm) that, to the
best ofN rypllc:né)wlLeE% and belief the accompanying financial statement and supporting schedules pertaining to the firm of

as of

Decemberer 31, , 19 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 soley as that of
a customer, except as follows: .
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y Comrmssxon Expires Septembér‘};ﬂ, 2009

Th1s report** contains (check all applicable boxes):
(a) Facing page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
. (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockholders’ Equity or Panners or Sole Propnetor 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.
(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.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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143 Wesion Road « Weston, CT 06883 « (203)227-0313 » FAX (203)226-6909 » Info @Halpernassuc.oom

INDEPENDENT AUDITORS’ REPORT

To the Members of
NYPPE, LLC

We have audited the accompanying statement of financial condition of NYPPE, LLC
(the "Company"), as of December 31, 2005 and the related statements of income,
changes in member's equity and cash flows for the year then ended. 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 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 referred to above, present fairly, in all
material respects, the financial position of NYPPE, LLC as of December 31, 2005, in
conformity with accounting principles generally accepted in the United States of
America.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained on pages 9 to 12 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 of the Securities
and Exchange Commission. Such information has been subjected to the auditing
procedures applied in our 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, and in conformity with the rules of the Securities and Exchange Commission.

‘PI{LLpr,vu £ 143550,&@, LLA
Weston, Connecticut
February 15, 2006




NYPPE, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

ASSETS

Cash and cash equivalents

Receivable from clearing broker

Receivable from affiliate

Due from member

Furniture and leasehold improvements at cost,
net of accumulated depreciation of $12,492

Other Assets

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY

LIABILITIES
Accrued expenses and other liabilities
Due to affiliate

TOTAL LIABILITIES

MEMBER'S EQUITY

TOTAL LIABILITIES AND MEMBER'S EQUITY

The accompanying notes are an integral part of this statement.

$ 458,762
139,576
38,464
48,752
17,000

3,300

$ 705,854

$ 74490
3,361

77,851

628,003

$ 705,854




NYPPE, LLC

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2005

REVENUE
Commission Income

EXPENSES
Compensation and benefits
Professional fees and consultants
Regulatory and clearing fees
Office expenses and occupancy
Communications
Payroll taxes
Marketing and promotion
Postage and delivery
Depreciation
Miscellaneous

TOTAL EXPENSES

$1,291,798
203,450
169,580
157,408
84,419
64,659
34,279
14,368
11,304
3,634

NET INCOME BEFORE EXRAORDINARY EXPENSES

EXTRAORDINARY EXPENSES

NET INCOME

The accompanying notes are an integral part of this statement.

$3,116,601

2,034,899

$1,081,702

26,352

$ 1,055,350




NYPPE, LLC
STATEMENT OF CHANGES IN MEMBER'S EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2005

Member's Equity - January 1, 2005 ' $ 600,052

Net Income 1,065,350

Capital withdrawals (1,027,399)
Member's Equity - December 31, 2005 $ 628,003

The accompanying notes are an integral part of this statement.




NYPPE, LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income $1,055,350
Adjustments to reconcile net income to net cash provided
by operating activities:

Depreciation and amortization $ 11,304

(Increase) decrease in operating assets:

Receivable from clearing broker (24,175)

Receivable from affiliate 34,512

Due from member (162,341)
. Increase (decrease) in operating liabilities:

Accrued expenses and other liabilities (203,120)

Due to affiliate 3,361

TOTAL ADJUSTMENTS (340,459)

NET CASH PROVIDED BY OPERATING ACTIVITIES 714,891

CASH FLOWS FROM FINANCING ACTIVITIES:

Capital withdrawals (1,027,399)
| NET DECREASE IN CASH & CASH EQUIVALENTS (312,508)
CASH AND CASH EQUIVALENTS AT BEGINNING OF THE YEAR 771,270
CASH AND CASH EQUIVALENTS AT END OF THE YEAF $ 458,762

- The accompanying notes are an integral part of this statement.



NYPPE, LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2005

1. NOTES ON SIGNIFICANT BUSINESS ACTIVITIES

NYPPE, LLC (the "Company”) was organized in Delaware and is registered with the
Securities and Exchange Commission and the National Association of Securities Dealers
as a broker/dealer as of December 1999. The Company is a wholly-owned subsidiary of
NYPPE Holdings, LLC (“Holdings”).

The Company was organized primarily to originate, place and act as an agent for
private equity and bond securities; and provide advisory services in connection with

mergers, consolidations, acquisitions, secondary private placements or other similar
transactions. :

In the normal course of its business, the Company enters into financial transactions
where the risk of potential loss due to changes in market (market risk) or failure of the other

“party to the transaction to perform (credit risk) exceeds the amounts recorded for the

transaction. The Company's policy is to continuously monitor its exposure to market and
counterparty risk.

2. SIGNIFICANT ACCOUNTING POLICIES

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect
the reported amount of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amount of income and
expenses during the reporting period. Actual results could differ from those estimates.

The Company records securities transactions and related revenues and expenses on a
trade date basis. Security transactions and financing with the clearing broker are classified
as operating activities on the statement of cash flows since this is the Company's principal
business.

Investments in non-marketable securities are carried at cost, less any valuation
allowance deemed necessary by management.

Depreciation is provided for on accelerated methods over the estimated useful lives of
the related property.

The Company maintains its books and records on an accrual basis in accordance with
accounting principles generally accepted in the United States of America.



NYPPE, LLC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2005

3. PROVISION FOR INCOME TAXES

The Company is recognized as a Limited Liability Company (an "LLC") by the Internal
Revenue Service. As an LLC, the Company is not subject to income taxes. The
Company's income or loss is reportable by its member on its tax return.

4. ADVANCES TO EMPLOYEES

Included in other assets are advances to employees in the normal course of business
against future commissions.

5. RELATED PARTY TRANSACTIONS

Included in other assets are investments in partnerships that are managed by a related
entity. These investments are stated at the cost of $38,464.

The Company has an administrative services agreement with Holdings based upon an
allocation methodology as prescribed in the agreement. Under this agreement, Holdings
provides office space, furniture, communication equipment, and other administrative
services to the Company. Fees related to this agreement are reassessed by Holdings on a
quarterly basis.

6. RULE 15C3-3

The Company is exempt from the provisions of Rule 15¢3-3 under paragraph (k)(2)(ii)
in that the Company carries no customer accounts.

7. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission's Net Capital
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 15to 1. At
December 31, 2005, the Company had net capital of $520,487, which exceeded the

minimum requirement of $50,000 by $470,487. The Company's ratio of aggregate
indebtedness to net capital was .14 to 1.
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NYPPE, LLC
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

FOR THE YEAR ENDED DECEMBER 31, 2005

8. WARRANT FEES AND INVESTMENTS

In its normal course of business, the Company receives common stock warrants as
fees for financial services. The Company expects to continue to receive warrants, .
representing the right to purchase equity, in companies for which financial services are
provided as recurring fee based revenue. Warrants are then awarded to employees in
accordance with a vesting schedule as determined by management.



- NYPPE, LLC

COMPUTATION OF NET CAPITAL PURSUANT TO
UNIFORM NET CAPITAL RULE 15C3-1

DECEMBER 31, 2005

CREDITS
Total member's capital $ 628,003
DEBITS )
Receivable from affiliates $ 38,464
Due from member 48,752
Fixed assets 17,000
Other assets 3,300
TOTAL DEBITS _ 107,516
NET CAPITAL 520,487
Minimum net capital requirement | 50,000
EXCESS NET CAPITAL $ 470,487

AGGREGATE INDEBTEDNESS

Accrued expenses and other liabilities 74,490
Due to affiliate 3,361
TOTAL AGGREGATE INDEBTEDNESS $ 77,851

Ratio of agagreqate indebtedness to net capital .14 TO 1

RECONCILIATION OF ORIGINAL FOCUS REPORT TO AMENDED FILING

Original Net Capital reported $ 496,956
Audit adjustments that increased expenses (30,279)
Audit adjustments that decreased non-allowable assets and liabilities 53,810
Amended Net Capital $ 520,487

STATEMENT PURSUANT TO PARAGRAPH (d)(4) of RULE 17a-5

There are no material differences between the above computation and the
computation included in the Company's corresponding amended unaudited
Form X-17A-5 Part lIA filing.



NYPPE, LLC

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS
FOR BROKERS AND DEALERS PURSUANT TO RULE 15¢3-3

FOR THE YEAR ENDED DECEMBER 31, 2005

The Company does not effect transactions for anyone defined as a customer
under Rule 15¢3-3. Accordingly, there are no items to report under the requirements of
this Rule.

See the accompanying Independent Auditors' Report
10



Halpern & Associates, LLC

Certified Public Accountants and Consultants

143 Weston Road » Weston, CT 06883 + [203}227 -0313 ¢ FAX [203]2266909 » Info@Halp ernassoc.com

ACCOUNTANT'S SUPPLEMENTARY REPORT ON INTERNAL ACCOUNTING CONTROL

To the Members of
NYPPE, LLC

In planning and performing our audit of the financial statements of NYPPE, LLC (the
"Company"), for the year ended December 31, 2005, we considered its internal control s
including control activities for safeguarding securities, in order to determine our auditing -
procedures for the purpose of expressing our opinion of 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
Company 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 (or aggregate debits) 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 foliowing:

1. Making quarterly securities examinations, counts, verifications, and
comparisons and recordation of differences required by rule 17a-13

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

3. Obtaining and maintaining physical possession or control of all fully paid and
excess margin securities of customer as required by Rule 15¢3-3.

The management of the Company is responsible for establishing and maintaining an
internal control and the practices and procedures referred to in the preceding
paragraph. [n 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

11



that assets for which the Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
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, errors 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 one or more of the internal control components does
not reduce to a relatively low level the risk that misstatements caused by 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 recognizes that it is not practicable in an organization the size of NYPPE,
LLC to achieve all the divisions and duties and cross-checks generally included in a
system of internal accounting control and that alternatively greater refiance must be
place on surveillance by management.

This report is intended solely for the information and use of management, the
Securities and Exchange Commission, 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, and is not intended to be and should not be used by anyone

, ’ [4

Weston, Connecticut
February 15, 2006
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