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OATH OR AFFIRMATION

I, Ken Steben, affirm that, to the best of my knowledge and belief, the accompanying statement of financial
condition pertaining to the firm of Steben & Company, Inc., as of December 31, 2005, is true and correct. 1
further affirm that neither the combany nor any partner, proprietor, principal officer or director has any

proprietary interest in any account classified solely as that of a customer.

Sworn and subscribed to me on the éﬂ
37‘% day of %M dﬂﬁé VZ@\

Signature

ﬂ ﬁf , 'QFFICIAL SEAL
4 /MM _ NANCY J. SIMENSON President
3 NOTARY PUBLIC, STATE OF ILLINOIS Title
1Y COMMISSION EXPIRES 3-26-200

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

¥ (a) Facing Page.

¥ (b) Statement of Financial Condition.

[T (c) Statement of Income (Loss).

[T (d) Statement of Cash Flows.

[ (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
I~ () 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_- (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 Statement of Financial Condition with respect to methods of
consolidation.

v (1)  An Oath or Affirmation.

I~ (m) A copy of the SIPC Supplemental Report

[T (n) A report describing any material madequacues found to exist or found to have existed since the date of the
previous audit.

-

. (0) Independent Auditors’' Report on Internal Control.

**For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).
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Altschuler, Melvoin and Glasser LLP

Certified Public Accountants

Independent Auditors' Report

Stockholder of
Steben & Company, Inc.

We have audited the accompanying statement of financial condition of Steben & Company, Inc. (the
"Company") as of December 31, 2005 that you are filing pursuant to Rule 17a-5 of the Securities and
Exchange Commission and Regulation 1.16 of the Commodity Futures Trading Commission. This financial
statement is the responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statement is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement. 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 statement of financial condition referred to above presents fairly, in all material

respects, the financial position of Steben & Company, Inc. as of December 31, 2005 in conformity with
U.S. generally accepted accounting principles.

Chicago, Illinois
February 15, 2006

One South Wacker Drive, Suite 800, Chicago, lllinois 60606-3392
312.384.6000 Fax 312.634.3410 www.amgnet.com 1




Steben & Company, Inc.
Statement of Financial Condition
December 31, 2005

Assets
Cash and cash equivalents 3,200,179
Certificate of deposit ‘ 20,785
Receivable from Managed Funds 1,285,834
Commissions receivable ‘ 668,345
Other assets 304,685
Total assets 5,479,828
Liabilities and Stockholder's Equity
Liabilities ?
Commissions payable 550,566
Accounts payable and accrued expenses 295,124
Total liabilities : 845,690
Stockholder's equity 4,634,138
Total liabilities and stockholder's equity 5,479,828
See accompanying notes. 2



Steben & Company, Inc.
Notes to the Statement of Financial Condition
December 31, 2005

Note 1  Nature of Operations and Significant Accounting Policies

Nature of Operations—Steben & Company, Inc. (the "Company"”) was organized in the State of
Maryland, is registered as a broker-dealer with the Securities and Exchange Commission (the "SEC"),
and is a member of the National Association of Securities Dealers, Inc. The Company is also registered
as an introducing broker and commodity pool operator with the Commodity Futures Trading
Commission (the "CFTC"), and is a member of the National Futures Association.

The Company receives commissions for selling interests to investors in investment partnerships. The
Company also earns management fees, selling agent fees, General Partner 1 percent allocations and
subscription fees from Futures Portfolio Fund, Limited Partnership and Sage Fund, L.P. (the "Managed
Funds™) for which the Company acts as general partner and commodity pool operator.

Use of Estimates—The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could differ from
those estimates. 3 '

Cash Equivalents—The Company defines cash equivalents as short-term, highly liquid investments
with original maturities of three months or less.

Revenue Recognition—Commissions, management fees, selling agent fees, General Partner
1 percent allocations, and related expenses are recognized on the accrual basis.

Income Taxes—No provision has been made for federal income taxes as the Company has elected to
be taxed as an S corporation under the provisions of the Internal Revenue Code and, accordingly,
income is taxable to the stockholder.

Reclassification—Certain amounts previously reported have been reclassified to conform to the
current year's presentation.

Note 2 Fair Value of Financial Instruments

Substantially all of the Compariy's assets and liabilities are considered financial instruments and are
reflected at fair value, or at carrying amounts that approximate fair values because of the short maturity
of the instruments. ;

Note 3 Managed Funds

As the general partner of the Managed Funds, the Company conducts and manages their respective
businesses. The Company earns management fees that are based on a fixed percentage (up to 1.95
percent) of the month-end net assets of the Managed Funds. The Company also receives a 1 percent
allocation of any increase or decrease in the Managed Funds' net assets (the "General Partner 1 percent
allocation"). ‘




Steben & Company, Inc.
Notes to the Statement of Financial Condition
December 31, 2005

Note 3 Managed Funds, ‘Cont/hued

The Company earns selling agent fees in connection with the sales efforts to attract new investors, which
are based on a fixed percentage (ranging from .2 percent to 3.0 percent) of the month-end net assets of
the Managed Funds. The Company, in turn, pays substantially all of the selling agent fees to the
respective selling agents. Such payments are reflected as commissions expense in the statement of
income.

The Company pays many operating expenses on behalf of the Managed Funds and is reimbursed for such
expenses. However, the Company is responsible for the Managed Funds' operating expenses in excess of
1 percent of their average month-end net assets. The Company may elect to reduce this percentage to
absorb additional operating expenses of the Managed Funds. The Company elected to reduce this
percentage to 0.85 percent for the period from January 1, 2005 to September 30, 2005, and to 0.75
percent for the period from October 1, 2005 to December 31, 2005.

Receivable from Managed Fundszat December 31, 2005 consists of:

Management fees $ 659,078
Selling agent fees 478,159
General Partner 1 percent allocations 148,597
Total | $ 1,285,834

Note 4 Concentration of Revenue

Approximately 23 percent of totai revenue for the year ended December 31, 2005 was earned from selling
interests in one investment partnership group.

Note5 Commitments and Contingencies

The Company leases office spaEe under a noncancelable operating lease agreement that expires on
July 31, 2008. At December 31, 2005, minimum annual rental commitments, exclusive of additional

payments that may be required for certain increases in operating costs, are as follows:

2006 | $ 180,028
2007 200,754
2008 i 95,324
Total | $ 476,106

The Company has the option to renew the lease for an additional 5 years.




Steben & Company, Inc.
Notes to the Statement of Financial Condition
December 31, 2005

Note5 Commitments and Contingencies, Continued

The certificate of deposit of $20,785 collateralizes a bank letter of credit issued in connection with the
office space lease. The certificate of deposit matures on June 20, 2006, has an interest rate of .85
percent, and is renewed annually.

Note 6 Simple Individuai Retirement Account

The Company has a Savings Incentive Match Plan for Employees of Small Employers (SIMPLE) individual
retirement account, whereby the Company matches contributions made by eligible employees up to a
maximum of 3 percent of employee compensation.

Note 7 Off-Balance-Sheet Risk and Concentration of Credit Risk

The Managed Funds engage in ithe speculative trading of the U.S. and foreign futures contracts and
forward contracts (collectively, "derivatives”). The Funds are exposed to both market risk, the risk arising
from changes in the market value of the contracts, and credit risk, the risk of failure by another party to
perform according to the terms 'of a contract. Theoretically, the Funds, and the Company as general
partner, are exposed to market risk equal to the notional contract value of derivatives purchased and
unlimited on derivatives sold short. The Funds' trading of forward contracts in unregulated markets
between principals also expose the Funds and the Company to the risk of loss from counterparty non-
performance. The Company has established procedures to actively monitor the Managed Funds' market
and credit risk. ‘

The Company has cash and cash equivalents on deposit with financial institutions that, at times, exceed
federally insured limits. The Company does not anticipate nonperformance by these counterparties and
has a policy of monitoring, as considered necessary, the creditworthiness of these counterparties.

Note 8 Net Capital Requijrements

The Company is subject to the minimum net capital requirements of the SEC and the CFTC. Under the
SEC Uniform Net Capital Rule (Rule 15¢3-1), the Company is required to maintain "net capital" equal to
the greater of $5,000 or 6-2/3 pércent of "aggregate indebtedness," as these terms are defined. Under
the CFTC Net Capital Requirements (Regulation 1.17), the Company is required to maintain "adjusted net
capital” equal to the greater of $30,000 or the amount required by its self-regulatory organization, as
these terms are defined. "Net capital," "adjusted net capital,” and "aggregate indebtedness" change from
day to day, but as of December 31, 2005, the Company had net capital and net capital requirements of
approximately $2,294,000 and $56,000. The net capital requirements may effectively restrict, among
other things, distributions to the stockholder.




