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Da1reEss1O, CAscIio & COMPANY, LLC
CERTIFIED PUBLIC ACCOUNTANTS
14 PENN PLAZA, SUITE 2004
NEW YORKX, N.Y. 10122

(212) 244-(270
FAX: (212) 244-1743

Independent Auditor’s Report

To the members of
C.P. Eaton Partners, LLC and Subsidiary
Rowayton, CT

We have audited the accompanying consolidated statement of financial condition of C.P. Eaton
Partners, LLC and Subsidiary as of December 31, 20085, that you are filing pursuant to Rule 17a-5
under the Securities Exchange Act of 1934. This consolidated statement of financial condition is the
responsibility of the Company’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 examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated statement of financial condition. An audit also includes 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
provides a reasonable basis for our opinion.

In our opinion, the consolidated statement of financial condition referred to above present fairly, in
all material respects, the consolidated financial position of C.P. Eaton Partners, LLC and Subsidiary
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 consolidated statement of
financial condition taken as a whole. The information contained on page 7 is presented for purposes
of additional analysis and is not a required part of the basic consolidated statement of financial
condition, but is supplementary information required by Rule 17a-5 of the Securities Exchange Act
of 1934. Such information has been subjected to the auditing procedures applied in the audit of the
basic consolidated statement of financial condition and, in our opinion, is fairly stated in all material
respects in relation to the basic consolidated statement of financial condition taken as a whole.

M,‘L/ éj fé@/ag

New York, New York DALESSIO, CASCIO & COMPANY, LLC
February 22, 2006 Certified Public Accountants




C.P. Eaton Partners, LLC and Subsidiary

Consolidated Statement of Financial Condition

December 31, 2005

ASSETS
CASH ' § 929,686
FEES RECEIVABLE 21,022,810
DUE FROM MEMBERS 204,151
OTHER ASSETS 63,643
TOTAL ASSETS $ 22,220,290

LIABILITIES AND MEMBERS’ EQUITY

LIABILITIES:

ACCRUED EXPENSES $ 132,612

COMMISSIONS PAYABLE 1,058,830
TOTAL LIABILITIES 1,191,442

MEMBERS’ EQUITY 21,028,848
TOTAL LIABILITIES AND MEMBERS’ EQUITY $ 22,220,290

The accompanying notes are an integral part of this consolidated statement of financial
condition.




C.P. Eaton Partners, LLC and Subsidiary
Notes to Consolidated Statement of Financial Condition

1. ORGANIZATION AND BUSINESS

C.P. Eaton Partners, LLC (“CPE Partners”) is a limited liability company established in the
State of Connecticut. CPE Partners was formally known as CPE, LLC until it changed its
name on June 30, 2005. CPE Partners is registered as a broker/dealer with the Securities and
Exchange Commission (“SEC”) and is a member of the National Association of Securities
Dealers, Inc. (“NASD”). CPE Partners’ business activities include raising capital from
institutional investors for investment funds or advisors and consulting services to Registered
Investment Advisors. CPE Partners operate from an office in Connecticut.

CPE (UK) Limited (“CPE (UK)”) is a wholly owned subsidiary of CPE Partners. CPE (UK)
is a private limited company incorporated under the laws of the United Kingdom with an
office in London, England. CPE (UK) was formed to establish a European presence to
further market the activities of CPE Partners. CPE (UK) is registered with the Financial
Services Authority (the “FSA”). CPE Partners and CPE (UK) are herein referred to as the
“Company”.

The Company does not carry customer accounts and does not otherwise hold funds or
securities for, or owe money or securities to customers and, accordingly, 1s exempt from SEC
Rule 15¢3-3.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The accompanying consolidated statement of financial condition includes the accounts of the
Company. All significant intercompany transactions and balances have been eliminated in
consolidation. The Company’s consolidated statement of financial condition has been
prepared in accordance with accounting principles generally accepted in the United States of
America ("US GAAP").

Use of Estimates

The preparation of consolidated statement of financial condition in conformity with US
GAAP 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 statement of financial condition. The estimates include assessing the
collectibility of fee receivables and other assets. The Company bases its estimates on
historical experience and on various other assumptions that are believed to be reasonable
under the circumstances. Actual results could differ from those estimates.




C.P. Eaton Partners, LLC and Subsidiary

Notes to Consolidated Statement of Financial Condition

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont’d)

Revenue Recognition

Fees are recognized when services are completed and the revenues are reasonably
determinable, unless the service is rendered on a contingent fee basis in which case revenues
are recognized upon satisfaction of the contingency.

Income Taxes
CPE Partners is a Limited Liability Corporation for U.S. federal and state income tax
reporting. The members are responsible for the payment of income taxes. CPE Partners uses

the cash method for income tax reporting and the accrual basis for financial reporting.

CPE (UK) is a limited company subject to certain taxes based on income in accordance with
laws of the United Kingdom.

Cash Equivalents

The Company considers all highly liquid investments with a maturity of three months or less
to be cash equivalents. There were no cash equivalents as of December 31, 2005. As of
December 31, 2005, the Company had cash balances at three major commercial banks. At
times the Company maintains over $100,000 in one the bank accounts which is in excess of
federally insured (FDIC) amounts.

Translation of Foreign Financial Statements

The assets and liabilities of the CPE (UK) are translated into U.S. dollars at exchange rates as
of the date of the consolidated statement of financial condition.

FEES RECEIVABLE

Fees receivable are contractually due to be paid to the Company as follows:

2006 § 14,019,065
2007 6,590,115
2008 413.630

$ 21,022,810




C.P. Eaton Partners, LL.C and Subsidiary

Notes to Consolidated Statement of Financial Condition

3. FEES RECEIVABLE (continued)

The Company has complied with the provisions of the NASD’s Notice to Members 84-48
with respect to concession receivables where a corresponding commission payable exists.
Accordingly, as of December 31, 2005, $1,026,148 of fees receivable have been included in
the computation of net capital.

The Company performs periodic credit evaluations of its customer’s financial condition. The
Company generally does not require collateral and establishes an allowance for doubtful
accounts based upon factors surrounding the credit risk of customers, historical trends and
other information. To date, such losses, if any, have been within management’s expectations.
At December 31, 2005, management did not believe that an allowance for doubtful accounts
was required.

4. COMMISSIONS PAYABLE

CPE Partners has commission arrangements with former members and outside consultants
(the “Consultants”). The arrangements provide for payments to be made to the Consultants
when and if CPE Partners receives payment from the associated clients. As of December 31,
2005, commissions payable amounted to $1,058,830.

In accordance with the NASD’s Notice to Members 84-48, the current portion of the
commissions payable amounting to $596,363, was included in the calculation of aggregate
indebtedness for purposes of computing minimum net capital plus an additional 1% of the
remaining commissions payable.

Commissions payable are due to be paid, subject to collection by CPE Partners of the related
fee receivables, as follows:

2006 $ 596,363
2007 462,467
$ 1,058,830

5. COMMITMENTS AND CONTINGENT LIABILITIES

Operating Leases

The Company has entered into a non-cancelable operating lease for its UK office space in
which the Company is obligated to make approximately $14,000 in lease payments in 2006 .




C.P. Eaton Partners, LLC and Subsidiary

Notes to Consolidated Statement of Financial Condition

10.

RELATED PARTY TRANSACTIONS

CPE Partners and the managing member, C.P. Eaton & Associates, Inc (“CPEA”), have
entered into a service agreement dated March 31, 2002 (the “Service Agreement”), whereby
CPEA shall provide CPE Partners the use of office space, utilities, furnishings, office
equipment, support staff and related benefits, accounting and financial management, legal
fees, and insurance coverage. Direct expenses and a ratable allocation of indirect expenses
related to these services are included in the amount charged to CPE Partners by CPEA.

NET CAPITAL REQUIREMENT

CPE Partners is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) which requires
that CPE Partners maintain minimum net capital, as defined, of $5,000 or 6-2/3% of
aggregate indebtedness, as defined, whichever is greater. At December 31, 2005, CPE
Partners had net capital of $659,486 which exceeded the statutory requirements by $608,352.
CPE Partners’s ratio of aggregate indebtedness to net capital was 1.06 to 1 at December 31,
2005.

CONCENTRATION

For the year ended December 31, 2005, three customers accounted for 48.7%, 20.2% and
14.9%, for an aggregate of approximately 83.8%, of fee receivables at December 31, 2005.

CONSOLIDATED SUBSIDIARY

The following is a summary of the financial information of CPE (UK):

Total assets $ 168,614
Shareholder's capital 123,836

CPE (UK) shareholder’s capital is not included as capital for purposes of calculating CPE’s
net capital in accordance with SEC Uniform Net Capital Rule (Rule 15¢3-1).

SUBSEQUENT EVENTS

In January and February 2006, CPE Partners made distributions and other payments to
members of $3,835,524.




C.P. Eaton Partners, LLC and Subsidiary

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2005

Computation of Net Capital:

Total consolidated member equity $ 21,028,848
Deduct foreign subsidiary equity not allowable for net capital (123,836)
Total members' equity qualified for net capital 20,905,012

Deductions and/or Charges:
Nonallowable assets:

Fees receivable, net of allowable portion of $1,026,148 19,996,662
Due from members 204,151
Other assets 44,713
Net Capital 659,486
Minimum Net Capital Requirement:
6 2/3% of aggregate indebtedness of $697,635 § 46,509
One percent of commissions payable due
after current year (one percent of $462,467 ) 4,625
Required Net Capital $ 51,134
Excess Net Capital $ 608,352
AGGREGATE INDEBTEDNESS:
Accrued expenses $ 101,272
Commissions payable - current 596,363
Total aggregate indebtedness $§ 697,635

RATIO OF AGGREGATE INDEBTEDNESS
TO NET CAPITAL 1.06 to 1

STATEMENT PURSUANT TO SEC RULE 17A-5(D) (4):

There were no material differences between the amounts reported in this computation of net capital and the
corresponding amounts reported in the Company’s unaudited December 31, 2005 Form X-17A-5 Part IIA
filing.




