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OATH OR AFFIRMATION

[, _Jonathan Fassberg , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

— Troutl. Capital LLC , as
of December 31 ,20 05 , 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:

N4

| N

Signature
‘ . ‘Member
D@ , Title
' M ()/\ M,A/u/ }»
Notary Public ROBERT A. KAISER, JR.
NOTARY PUBLIC, State of New York

This report ** contains {check all applicable boxes): No. 01KA7140815

(a) Facing Page. Qualified in New York Count

Commissi i
(b) Statement of Financial Condition. ission Expires October 31, Jol,

7

& (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

0O o) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

0 () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () 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.

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

& (1) An Oath or Affirmation.

[J (m) A copy of the SIPC Supplemental Report.

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Member of the Center for Public Company Audit Firms Section of the American Institute of Certified Public Accountants Division for CPA firms.

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants & Profitabi/ity' Consultants

To the Members
Trout Capital LLC:

We have audited the accompanying consolidating statement of financial condition of Trout Capital
LLC as of December 31, 2005, and the related consolidating statements of income, changes in
members’ equity, and cash flows for the year 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 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 consolidating financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Trout Capital LLC as of December 31, 2005, and the
results of its operations and its cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements,
taken as a whole. The information contained in Schedule I 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 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.
/ f ‘j e , )p /b/)
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CERTIFIED PUBLIC ACCOUNTANTS
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TROUT CAPITAL LLC

December 31, 2005
Trout Trout
Capital LLC Partners LLC Eliminations Consolidated
Assets
Cash $ 127,217 $ 315 $ - $ 127,532
Due from Trout Partners LLC 100,000 - (100,000) -
Prepaid expenses and taxes 14,840 - - 14,840
Praperty and equipment, net of accumulated
depreciation of $1,520 6,995 - - 6,995
Investment, held by Trout Partners LLC at
market value — original cost $100,000 - - - -
Total assets § 249,052 8 315 $(100,000) $ 149,367
Liabilities and Members’ Equity (Deficit)
Accounts payable and accrued expenses $ 24,427 $ - $ - § 24,427
Income taxes payable 3,000 - - 3,000
Due to affiliate 15,703 - - 15,703
Total liabilities 43,130 - - 43,130
Due to Trout Capital LLC - 100,000 (100,000) -
Members’ equity (deficit) 205,922 (99,685) - 106,237
Total liabilities and members’
equity (deficit) 3 249,052 b 315 $(100,000) $ 149,367

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

Year Ended December 31, 2005

Trout Trout
Capital LLC Partners LLC Eliminations Combined
Revenues:
Fees and commissions $ 814,584 $ - $ - $ 814,584
Operating expenses:
Salaries — registered representatives 319,719 - - 319,719
Salaries — other 19,617 - - 19,617
Payroll taxes and benefits _ 18,117 : - - 18,117
Pension and profit sharing plan contribution 12,914 - - 12,914
Professional fees 81,820 - - 81,820
Research 109,082 - - 109,082
Regulatory and agency fees 4,708 - - 4,708
Rent and utilities 10,812 - - 10,812
Selling 10,065 - - 10,065
Insurance 3,577 - - 3,577
General office 35,684 685 - 36,369
Depreciation and amortization 1,216 - - 1,216
Total operating expenses 627,331 685 - 628,016
Operating income (loss) 187,253 (685) - 186,568
Other income (expense):
Interest 1,677 - - 1,677
Unrealized loss on investment - (100,000) (100,000)
Income (loss) before provision for taxes 188,930 (100,685) - 88,245
Provision for income taxes 8,300 - - 8,300
Net income (loss) $ 180,630 $ (100,685) 3 - $ 79,945

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

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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TROUT CAPITAL LLC

SOBIDATING STATENVE

e

Year Ended December 31, 2005

Trout Trout
Capital LLC Partners LLC Eliminations Combined
Members’ equity:
Beginning of year $ 265,776 $ 1,000 5 - $ 266,776
Net income (loss) for year 180,630 (100,685) - 79,945
Distributions to members (240,484) - - (240,484)
$ 205,922 $ (99,685) £ - $ 106,237

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

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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TROUT CAPITAL LLC

Year Ended December 31, 2005

Trout Trout
Capital LLC Partners LLC Eliminations Combined

Cash flows from operating activities:
Net income (loss) $ 180,630 $ (100,685) £ - $ 79,945

Adjustments to reconcile net income (loss) to
net cash provided by (used in) operating

activities:
Depreciation 1,216 - 1,216
Unrealized loss on investment 100,000 100,000

Increase (decrease) in cash flows as a result
of changes in asset and liability account

balances:
Prepaid expenses and taxes (12,916) - - (13,416)
Accounts payable and accrued expenses 7,993 - - 1,993
Income taxes payable (13,500) oo - (13,500)
Due to affiliate (10,214) - - (3,001
Total adjustments (27,421) 100,000 - (26,708)
Net cash provided by (used in)
operating activities 153,209 (685) - 152,524
Cash flows from investing activities:
Investment - (100,000) - (100,000)
Cash flows from financing activities:
Payment to Trout Partners LLC (100,000) - 100,000 -
Payment from Trout Capital LLC - 100,000 (100,000) -
Members’ contribution - 1,000 - 1,000
Members’ distributions (240,484) - - (240,484)
Net cash provided by (used in)
financing activities (340,484) 101,000 - (239,484)
Net increase (decrease) in cash (187,275) 315 - (186,960)
Cash:
Beginning of year 314,492 - - 314,492
End of year $ 127,217 $ 315 8 - $ 127,532
Supplemental disclosure of cash flow
information:
Cash paid during the year for:
Taxes $ 35,600 $ - 5 - $ 35,600

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

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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TROUT CAPITAL LLC

December 31, 2005

1. Nature of Business

The accompanying consolidated financial statements include the operations of Trout Capital LLC
and Trout Partners LLC (the “Companies”). All significant intercompany transactions have been
eliminated in the consolidation.

Trout Capital LLC (“Capital”) was formed as a limited liability company under the laws of New
York on November 13, 2003. Capital conducts business as a broker dealer and is registered with the
National Association of Security Dealers as of October 1, 2004.

Trout Partners LLC (“Partners”) was formed as a limited liability company under the laws of
Delaware as of May, 2004. Partners invests in start-up companies in the biotech industry.

2.  Summary of Significant Accounting Policies

Basis of Presentation

The accompany consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America.

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 certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Concentration of Credit Risk

Financial instruments that potentially subject the Companies to significant concentrations of credit
risk consist principally of cash and investments. The Companies place their cash with high credit
quality financial institutions, which at times may be in excess of FDIC insurance limits. At
December 31, 2005, Capital exceeded that limit by $27,217. During the year ended December 31,
2005 Partners invested $100,000 in a start-up biotech firm. That investment has been entirely
discounted due to the lack of a market for the security.

Property and Equipment

Property and equipment are being depreciated using the straight-line method over the estimated
useful lives of the assets. Expenditures which do not extend the useful lives of the related assets are
expensed as incurred.

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants

6




TROUT CAPITAL LLC

December 31, 2005

Income Recognition

Capital earns placement fees for assisting its clients in identifying and contacting various potential
investors. Partners is an investment partnership and recognizes income or loss on the appreciation or
depreciation of its assets.

Shared Operating Expenses

Capital shares various operating expenses with an affiliate, The Trout Group LLC. Operating
expenses such as rent, utilities, office salaries, employee benefits and general overhead are allocated
pursuant to an agreement between the parties.

Income Taxes
The Companies have elected to be treated as partnerships for federal and state purposes. Capital is

responsible for California and New York State LLC fees, and New York City Unincorporated
Business Taxes.

3. Property and Equipment

Property and equipment as of December 31, 2005 consists of:

Furniture and fixtures $ 8,515
Less accumulated depreciation 1,520
$ 6,995

For the year ended December 31, 2005, depreciation expense was $1,216.

4. Related Party Transactions

As discussed in Note 2, Capital has entered into an agreement with an affiliate, The Trout Group
LLC to share various operating expenses. Shared expenses for 2005 totaled $240,101. At December 31,
2005 Capital owed $15,703 for such services.

During 2005, The Trout Group also provided various investor relation services to Capital. The
charges for these services totaled $85,000.

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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TROUT CAPITAL LLC

December 31, 2005

5. Net Capital — Effect of Consolidation

Trout Capital LLC is subject to the Securities and Exchange Commission Uniform 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 15 to 1.

Trout Partners LLC is not subject to such requirements and has not been included in the computation
of net capital. The exclusion of Partners has no material effect on net capital, as its major asset, a
$100,000 investment, has been fully discounted due to lack of marketability. Its only remaining
asset, a small cash balance, would have a minimal effect on the net capital computation.

As of December 31, 2005, Capital exceeded its net capital requirement by $77,686. The ratio of
aggregate indebtedness to net capital was .52 to 1.

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants & Profitability Consultants

To the Members
Trout Capital LLC:

In planning and performing our audit of the financial statements of Trout Capital LLC for the year
ended December 31, 2005, we considered its internal control, including procedures 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, we have made a
study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by Trout Capital LLC that we considered relevant to the objectives stated in
rule 17a-5(g)(1) in making the periodic computations of aggregate indebtedness (or aggregate debits)
and net capital under rule 17a-3(a)(11), and the procedures for determining compliance with the
exemptive provisions of rule 15¢3-3. We did not review the practices and procedures followed by
the Company in making the quarterly securities examinations, counts, verifications and comparisons
and the recordation of differences required by rule 17a-13 or in complying with the requirements for
prompt payment of securities under section 8 of Regulation T of the Board of Governors of the
Federal Reserve System, because the Company does not carry security accounts for customers or
perform custodial functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining internal control
and 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 preceding
paragraph and to assess whether those practices and procedures can be expected to achieve the
Commission’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
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 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 any internal control or the practice 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.

ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP
Certified Public Accountants
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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 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 procedures 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 Commission 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
Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission
and other regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of
1934 in their regulation of registered brokers and dealers, and should not be used for any other
purpose.
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ROSEN SEYMOUR SHAPSS MARTIN & COMPANY LLP

CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
January 25, 2006
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Certified Public Accountants
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TROUT CAPITAL LLC

December 31, 2005
Net capital:
Members’ equity (unconsolidated) $ 205,922
Deduct:
Non-allowable assets:
Due from Trout Partners LLC $ 100,000
Prepaid expenses and taxes 14,840
Property and equipment, net 6,995
121,835
Haircut — money market account 1,401 123,236
Net capital 82,686
Less the greater of:
6-2/3% of aggregate indebtedness $ 2,875
Minimum dollar net capital $ 5,000 5,000
Excess net capital $ 77,686
Aggregate indebtedness $ 43,130
Percentage of aggregate indebtedness to net capital 52%

A reconciliation is not inciuded since there is no material differences from the
Company’ computation of net capital per the amended focus report.
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Certified Public Accountants
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