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INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
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OATH OR AFFIRMATION

I, Michael C. Benhamou -, swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Louis Capital Markets, LP (Successor to Louis Capital Markets, LLC) ,asof
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:

v

J Signature

Mad AE G- pﬂ’—]QTN&Q
Title

v } Q:CQ;‘.-‘ \ T Aa:nM;
Notary Public
NATHAN F. Minuece

NoTarY PusiLic~ StaTe oF nNew JErsey
# ANSSER"N
My Commission ExpiRes - DecemBer a.pgoog

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 Proprietor's Capital.

() 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 15c3-1 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.
(1) An Qath 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.
(o) Independent auditor's report on internal accounting control. ’

OO0 O HEODECIEGCIEEED

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5. :

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3). .
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Certified Rothstein, Kass & Company, P.C. Beverly Hills

Dallas
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www.rkce.com Walnut Creek

Rothstein Kass

INDEPENDENT AUDITORS' REPORT

To the Partners of
Louis Capital Markets, LP

We have audited the accompanying statement of financial condition of Louis Capital Markets, LP (the “Partnership”)
as of December 31, 2005. This statement of financial condition is the responsibility of the management of Louis
Capital Markets, LP. Our responsibility is to express an opinion on this 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 statement of financial condition is free of material misstatement. An 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 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, as well as evaluating the overall statement of
financial condition presentation. We believe that our audit of the statement of financial condition 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 Louis Capital Markets, LP as of December 31, 2005, in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of expressing an opinion on the statement of financial condition taken as a
whole. The supplementary information listed in the accompanying table of contents is presented for purposes of
additional analysis and is not a required part of the statement of financial condition, but is supplementary information
required by Rule 17a-5 of the Securities Exchange Act of 1934 and Regulation 1.10 under the Commodity Exchange
Act. Such information has been subjected to the auditing procedures applied in the audit of the statement of financial
condition and, in our opinion, is fairly stated, in all material respects, in relation to the statement of financial condition

taken as a whole.

Roseland, New Jersey
February 1, 2006
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APITAL MARKETS, LP

F FINANCIAL CONDITION

December 31, 2005

ASSETS
~ cash $ 2,467,417
Receivable from clearing broker 2,487,098
Property and equipment, net 518,623
Due from affiliate 91,383
Other assets 1,014,185
$ 6,578,706
LIABILITIES AND PARTNERS' CAPITAL
Liabilities
Accounts payable and accrued expenses $ 1,852,587
Due to clearing broker 1,426,512
Due to affililate 576,555
Capital lease obligations 227,820
Total liabilities 4,083,474
Partners' capital 2,495,232
$ 6,578,706
See accompanying notes to financial statements. 2




MARKETS, LP

STATEMENTS

1. Nature of operations

Louis Capital Markets, LP (“The Partnership”) is a limited partnership formed on May 30, 2003. The Partnership is a
broker-dealer registered with the Securities and Exchange Commission (SEC) and is a member of the National
Association of Securities Dealers, Inc. (NASD). The Partnership is also a member of the National Futures Association
(NFA) and an introducing broker registered with the Commodities Futures Trading Commission (CFTC). The
Partnership commenced operations on December 31, 2003 when Louis Capital Markets, LLC contributed all of its net
assets in exchange for its partners’ interest in the Partnership. The Partnership is engaged in retailing corporate
equity securities over-the-counter primarily to institutional investors.

2. Summary of significant accounting policies

Property and Equipment

Property and equipment is stated at cost less accumulated depreciation and amortization. The Partnership provides
for depreciation and amortization as follows:

Estimated
Asset Useful Life Principal Method
Computer equipment 3 years Straight-line
Office equipment 5 years Straight-line
Furniture and fixtures 5-7 years Straight-line
Automobile 3 years Straight-line
Leasehold improvements Lease term Straight-line

Revenue and Expense Recognition

Securities transactions and the related revenues and expenses are recorded on the trade-date.

Accounts Receivable

The Partnership carries commission receivables at cost less an allowance for doubtful accounts. On a periodic basis,
the Partnership evaluates its commission receivables and establishes an allowance for doubtful accounts, based on a
history of past write-offs and collections and current credit conditions. Accounts are written off as uncollectible at the
discretion of management.

Income Taxes

No provision for income taxes has been included in these financial statements since taxable income or loss passes

through to, and is reportable by, the partners individually. The Partnership is subject to New York City unincorporated
tax.




ITAL MARKETS, LP

|

AL STATEMENTS

2. Summary of significant accounting policies (continued)
Use of Estimates

The preparation of financial statements in conformity with the accounting principles generally accepted in the United
States of America 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 financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

3. Property and equipment

At December 31, 2005, property and equipment consisted of the following:

Computer equipment $ 233,656
Office equipment 166,399
Furniture and fixtures 203,550
Automobile 26,161
Leasehold improvements 233,687
863,453

Less accumulated depreciation and amortization 344,830
$ 518,623

Included in office equipment, computer equipment, and furniture and fixtures at December 31, 2005 is $369,784
relating to assets recorded under capital leases. Included in accumulated depreciation and amortization at December
31, 2005 is $119,734 of amortization relating to assets recorded under capital leases.

4. Net capital requirements

The Partnership is a member of the NASD and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule
requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital,
both as defined, shaill not exceed 15 to 1 and that equity capital may not be withdrawn or dividends paid if the
resulting net capital ratio would exceed 10 to 1. The Partnership is also subject to the Commodity Futures Trading
Commission’s minimum financial requirements which require that the Partnership maintain net capital, as defined
for securities brokers and dealers, equal to or in excess of the greater of $30,000 or the amount of net capital
required by the SEC Rule 15c3-1. At December 31, 2005, the Partnership's net capital was approximately
$1,065,000, which was approximately $888,000 in excess of its minimum requirement of $177,000.

5. Exemption from Rule 15¢3-3
The Partnership is exempt from the SEC Rule 15¢3-3 pursuant to the exemptive provision under sub-paragraph

(k)(2)(ii} and, therefore, is not required to maintain a "Special Reserve Bank Account for the Exclusive Benefit of
Customers".




MARKETS, LP

STATEMENTS

6. Due to affiliate

The Partnership entered into a Foreign Correspondent Agreement with an affiliate. It incurred approximately
$1,631,000 in fees related to this agreement and owed approximately $485,000 to its affiliate at December 31,
2005. The Partnership also paid approximately $109,000 to its affiliate for reimbursement of charges paid on US
Transactions.

7. Concentration of risk
Off-Balance Sheet Risk

Pursuant to its clearance agreement, the Partnership introduces all of its securities transactions to its clearing broker
on a fully-disclosed basis. Therefore, all of the money balances and long and short security positions are carried on
the books of the clearing broker. Under certain conditions, as defined in the clearance agreement, the Partnership
has agreed to indemnify the clearing broker for losses, if any, which the clearing broker may sustain from carrying
securities transactions introduced by the Partnership. In accordance with industry practice and regulatory
requirements, the Partnership and the clearing broker monitor collateral on the securities transactions introduced by
the Partnership. In addition, the receivables from the clearing broker are pursuant to this clearance agreement and
the Partnership must maintain at least $1,000,000 in cash and securities at all times with the clearing broker.

In the normal course of business, the Partnership’s customer activities involve the execution and settlement of
securities transactions. These activities may expose the Partnership to off-balance-sheet risk in the event the
customer or other broker is unable to fulfill its contracted obligations and the Partnership has to purchase or sell
the financial instrument underlying the contract at a loss.

Credit Risk

The Partnership maintains its cash balances in various financial institutions. These balances are insured by the
Federal Deposit Insurance Corporation up to $100,000 per institution. The General Partner regularly monitors the
financial condition of these institutions in order to keep the potential risk to a minimum.

Customer Concentration

For the year ended December 31, 2005, the Partnership generated revenues in excess of 29% from one major
customer.

8. Profit sharing plan

In December 2005, the Partnership initiated a Profit Sharing Plan covering all employees with certain eligibility
requirements. The Partnership deposits three percent of each employee’s earnings up to the maximum pension
contribution allowed by the Internal Revenue Service in that year. Contributions vest immediately and are
deposited in the employee’s 401(k) plan. The Partnership made a contribution of approximately $76,000 for the
year ended December 31, 2005.




PITAL MARKETS, LP

CIAL STATEMENTS

9. Leases

Operating Lease

In December 2005, the Partnership moved to a new office space and entered into a new lease agreement that
expires in February 2013. Rent expense for the year ended December 31, 2005 was approximately $156,000. Future
approximate minimum lease payments at December 31, 2005 are as follows:

Year ending December 31,

2006 $ 235,000
2007 302,000
2008 309,000
2009 317,000
2010 325,000
Thereafter 732,000

$ 2,220,000

Capital Leases

Future minimum lease payments at December 31, 2005, under agreements classified as capital leases in excess
of one year, are approximately as follows:

2006 $ 84,000

2007 68,000

2008 56,000

2009 32,000

2010 32,000

272,000

Less amount representing interest 44,000
Present value of net minimum lease payments $ 228,000

]

10. Required tax distributions

As required by the limited partnership agreement, the Partnership is required to make a tax distribution in an amount
no less than an amount determined by multiplying the net income of the Partnership by the highest combined
applicable federal, state and local tax rates. For the year ended December 31, 2005 this amount approximates
$660,000. Amounts paid during the year were made in accordance with this requirement.

11. Subsequent event

In January 2006, the Partnership made a capital distribution of $100,000.




IS _APITAL MARKETS, LP

T

COMMIS XION AND REGULATION 1.17 OF THE COMMODITY FUTURES TRADING COMMISSION

December 31, 2005

Net capital
Partners' capital $ 2,495,232
Less nonallowable assets
Property and equipment, net 518,623
Due from affiliate 91,383
Other assets 784,084
1,394,090
Net capital before haircuts 1,101,142
Haircuts
Foreign currency and other securities 36,041
Net capital $ 1,065,101
Aggregate indebtedness $ 2,656,962
Computed minimum net capital required
(6.67% of aggregate indebtedness) $ 177,131
Minimum net capital required (under SEC Rule 15¢3-1 and under CFTC Regulation 1.17) $ 100,000
Excess net capital (under SEC Rule 15¢3-1 and under CFTC Regulation 1.17) $ 887,970
Percentage of aggregate indebtedness
to net capital $ 2,656,962
$ 1,065,101
249%

There are no material differences between the computation of net capital presented above and the computation of
net capital in the Partnership's unaudited Form X-17A-5, Part |I-A filing as of December 31, 2005.




