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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Deephaven Market Neutral Trading LP - OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM L.D. NO.

130 Cheshire Lane, Suite 102

{No. and Street)

Minnetonka MN 55305

(City) ‘ (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Deborah Roesler (952) 249-5525

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Emst & Young LLP

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

220 South Sixth Street Minneapolis MN ;55402
(Address) (City) (State) 7/ (Zip Code)
CHECK ONE: :
PROCESSE!
X] Certified Public Accountant
[0 Public Accountant | JUN i 2 2@%
[0 Accountant not resident in United States or any of its possessions. THOMSOUN

FOR OFFICIAL USE ONLY

)
*Claims for exemption from the requirement that the annual report befcoy by th& opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied oRas X bAiifo t(ﬁ ption. See Section 240.17a-5(e)(2)

Potential persons who are to respond to the é&kction of

information contained in this form are notrequiredtorespond
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OATH OR AFFIRMATION

1, Deborah Roesler , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Deephaven Market Neutral Trading LP , 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:

Not Applicable

. . - N W W W N Ao‘/\

LINDA TERHAAR Signature
Notary Public
Minnesota
My Commission Expires January 31,2010

g B 2 3 2 Title
W@W

Notary Public

This 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 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.

(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 Statements of Financial Condition with respect to methods of
consolidation.

(I) An Qath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

00X 0O OO00000O0O0MKM

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

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




Deephaven Market Neutral Trading LP

Statement of Financial Condition

December 31, 2005
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-;:—’I ERNST& YOUNG & Ernst & Young LLp & Phone: (612) 343-1000

220 South Sixth Street, Ste 1400 www.ey.com
Minneapolis, MN 55402-4509

Report of Independent Registered Public Accounting Firm

The Partners
Deephaven Market Neutral Trading LP

We have audited the accompanying statement of financial condition of Deephaven
Market Neutral Trading LP (the Partnership) as of December 31, 2005. This statement
of financial condition is the responsibility of the Partnership’s management. Our
responsibility is to express an opinion on this statement of financial condition based on
our audit. '

l We conducted our audit in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
l reasonable assurance about whether the statement of financial condition is free of
material misstatement. We were not engaged to perform an audit of the Partnership’s
internal control over financial reporting. Our audit includes consideration of internal
' control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances but not for the purpose of expressing an opinion on the
l effectiveness of the Partnership’s internal control over financial reporting. Accordingly,
we express no such opinion. An audit also includes examining, on a test basis, evidence
supporting the amounts and disclosures in the statement of financial condition, assessing
' the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition. 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 Deephaven Market Neutral Trading LP at
December 31, 2005, in conformity with accounting principles generally accepted in the
United States.

émg P LLP

February 8, 2006

0602.0709410 A Member Practice of Ernst & Young Global 1




Deephaven Market Neutral Trading LP

Statement of Financial Condition

December 31, 2005

Assets

Due from clearing broker
Other assets

Total assets

Liabilities and partners’ capital
Other liabilities
Total liabilities

Partners’ capital:
General partner
Limited partner
Total partners’ capital
Total liabilities and partners’ capital

See accompanying notes.

0602-0709410

$1,569,703
15,000

$1,584,703

$ 1,248

1,248

1,583,455

1,583,455

$1,584,703
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Deephaven Market Neutral Trading LP

Notes to Statement of Financial Condition
December 31, 2005

1. Organization of the Partnership

Deephaven Market Neutral Trading LP (the Partnership) was organized as an Illinois
limited partnership and commenced operations in March 1994, The Partnership is
registered as a broker-dealer with the Securities and Exchange Commission (SEC) and is
a member of the Chicago Stock Exchange. As of December 31, 2005, Deephaven
Domestic Convertible Trading Ltd. (Domestic Convertible), a B.V.I. Company, is the
limited partner in the Partnership. The general partner of the Partnership is Deephaven
Capital Management LLC (the General Partner).

2. Summary of Significant Accounting Policies

Securities transactions are recorded on a trade-date basis. Interest is recorded on the
accrual basis, and dividends are recorded on the ex-dividend date. Securities owned and
securities sold, not yet purchased, are carried at fair value, as determined by the General
Partner, based on listed market prices or quotations received from specialists that make
markets or are knowledgeable in the referenced security, counterparty, or custodian.
Receivables and payables relating to trades pending settlement are netted in due from
clearing broker.

Certain administrative and other fees are paid by Domestic Convertible on behalf of the
Partnership.

Federal income taxes are not provided by the Partnership because taxable income or loss
of the Partnership is includable in the income tax returns of the partners.

The preparation of the statement of financial condition in conformity with accounting
principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the statement of financial
condition and accompanying notes. Actual results could differ from those estimates.

The fair value of the Partnership’s assets and liabilities that qualify as financial

instruments under Statement of Financial Accounting Standards No. 107, Disclosures
About Fair Value of Financial Instruments, approximates the carrying amount presented.

0602-0709410 3



Deephaven Market Neutral Trading LP

Notes to Statement of Financial Condition (continued)

3. Limited Partnership Agreement and Related-Party Transactions

Profits and losses are allocated to the limited partner based upon the Partnership
agreement. The General Partner does not receive an allocation of profits or losses. The
limited partner is not liable for obligations of the Partnership in excess of its capital
contributions and profits, if any.

The Partnership may borrow from or make loans to funds managed by the General
Partner. The loans are payable on demand, as determined by the General Partner. The
loans are unsecured, and interest is charged at market rates. The Partnership did not
borrow from or make loans to funds managed by the General Partner during 2005.

4. Agreements With Clearing Broker

The Partnership conducts business with one broker that is a member of the major
securities exchanges for its trading activities. The clearing and depository operations of
the Partnership’s trading activities are performed by this broker pursuant to an agreement.
The Partnership monitors the credit standing of this broker and the market value of
collateral and requests additional collateral as deemed appropriate.

Substantially all assets and liabilities of the Partnership are positions with and amounts
due from this broker.

5. Net Capital Requirements

As a broker-dealer registered with the SEC, the Partnership is subject to the SEC’s net
capital rule (Rule 15¢3-1). The rule requires the maintenance of minimum net capital
equal to the greater of $100,000, or 6 2/3% of aggregate indebtedness, as defined. At
December 31, 2005, the Partnership had net capital of $1,553,436, which was $1,453,436
in excess of required net capital. '

Advances to partners and other equity withdrawals are subject to certain notifications and
other provisions of the net capital rules of the SEC and other regulatory bodies.
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