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OATH OR AFFIRMATION
1, CHRISTOPHER W. ALLICK , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

INSMM PARTNERS, LLC as
of DECEMBER 31 , 20 05 , 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:
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J w : :ﬂ e, . A el Signature
personally known to me or proved to me on ' A
the basjs of satisfactory evidence to be the MG—”“M Fa Sa

rson(}) who appeared before me.

COMM. #1615088 ®
NNOTARY PUBLIC-CALIFORNIA ©
SAN FRANCISCO COUNTY =

My Comm Expires Nov. 13 2009

This report ** (%ontains (check all applicable boxes):
X (a) Facing Page.

X (b) Statem‘ent of Financial Condition.

(©) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.
(e) Statemfent of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

() Statem;ent of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.

O
7
@
O mw Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O
a
a
Kl
d

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

() 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 Recénciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
L mn)a repo“rt describing 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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INDEPENDENT AUDITORS' REPORT

The Members
Instream Partners, LLC

We have audited the accompanying statement of financial condition of Instream Partners, LLC, a
California limited liability company, as of December 31, 2005, and the related statements of earnings,
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 ou# audit.

We conduct‘ed 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 baéis, evidence supporting the amounts and disclosures in the financial statements. An audit

also include‘s 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 b“asis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Instream Partners, LLC as of December 31, 2005, and the results of its operations

and its cashiﬂows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Our audit w‘as conducted for the purpose of forming an opinion on the basic financial statements taken
as a whole. | The information contained in Schedule 1 is presented for purposes of additional analysis
and is not a‘required part of the basic financial statements, but is supplemental information required by
" rule 17a-5 under the Securities Exchange Act of 1934. 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.

Do Lydel & o0k

San Francisco, California
February 13, 2006

|

180 Montgomery St., Ste 700 « San Francisco, CA 94104 « Main: 415781 2500 = Toll Free: 877.681.2500 » Fax: 415.781.2530
\

A member of CPAMerica International with associates in principal cities worldwide

|
\ www.dzh.com
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\ INSTREAM PARTNERS, LLC

i STATEMENT OF FINANCIAL CONDITION
December 31, 2005
|
|

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Receivable from customers, net of allowance for
doubtﬁhl accounts of $91,362
Investménts
Prepaid jexpenses

\
Total‘ current assets
|

LEASE DEPOSIT

LIABILITIES AND MEMBERS' EQUITY

CURRENT LIABILITIES
Accounts payable
Accrueq liabilities

|
Total current liabilities

COMMIT‘MENT

MEMBERS' EQUITY

The accom‘panying notes are an integral part of this statement.
)

$ 244,166

21,345
10,000
823

276,334

15.388

$ 291,722

$ 9,239
26.287

35,526

256.196
$ 201.722




REVENUES
Consulting fees
Other income

EXPENSES

INSTREAM PARTNERS, LLC
STATEMENT OF OPERATIONS
Year ended December 31, 2005

Guaranteed payments to members

Cons;ultants

Bad debt expense
Rent
Professional fees
Travél
Database support service
Ofﬁc}e supplies

Telephone

Dues and subscriptions
Marliceting

Meals and entertainment
Miscellaneous

Office expenses

Interjnet access

Compliance e-mail services
Computer costs
Communication costs
Liability insurance

|
Taxes

|
|
NET LOSS

\
|
i
|
!
1
|
The accom
|

panying notes are an integral part of this statement.

3

§ 743,000

15.061

758.061

475,500
12,400
98,622
59,551
90,828
40,441
29,138

6,953
5,257
4,848
30,282
20,257
1,197
1,320
2,430
7,382
7,327
17,001
4,770

10.823

926.327
$__(168.266)
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| INSTREAM PARTNERS, LLC

|

i STATEMENT OF CHANGES IN MEMBERS' EQUITY
\ Year ended December 31, 2005
|
|
|

|

Members' equity - beginning of year $ 456,248
Contribl.lltions 85,214
Distributions (117,000)
Net loss\ (168.266)

Members' equity - end of year § 256.196

|
|

o
\
|
|
|
i
|
The accombanying notes are an integral part of this statement.
| 4
|
!
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INSTREAM PARTNERS, LLC
STATEMENT OF CASH FLOWS
| Year ended December 31, 2005

CASH FLOWS FROM(TO) OPERATING ACTIVITIES
Net loss
Adjustm‘

Expenses paid directly by members
Chanz‘ges in operating assets and liabilities:
Re}ceivables from customers
Prepaid expenses
Accounts payable

Ac%crued liabilities

Net cash used in operating activities

|
CASH FLOWS FROM (TO) INVESTING ACTIVITIES

Investment in Securities

Net cash used in investing activities

CASH FLbWS FROM (TO) FINANCING ACTIVITIES
Contribﬁtions from members

DistribuTcions to members

Net cash used in financing activities
\

NET DECREASE IN CASH AND CASH EQUIVALENTS
\

Cash and cash equivalents, beginning of year
\

Cash and ciash equivalenfs, end of year

SUPPLEI\/‘IENTAL DISCLOSURES OF CASH FLOW INFORMATION

Non-cash transactions:

Capital contributed to the Company by members through payment of Company

expenses from personal funds.

The accom‘panying notes are an integral part of this statement.

5

ents to reconcile net loss to net cash used in operating activities:

$  (168,266)
76,844

40,175
3,220
(2,248)
— 22570

(27.705)

(10.000)
(10.000)

8,370
(117.000)

(108.630)
(146,335)
390,501

$ 244166

$ 76.844
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NOTES TO FINANCIAL STATEMENTS

\
‘ INSTREAM PARTNERS, LLC
: December 31, 2005

NOTE A - DESCRIPTION OF BUSINESS

Instrearﬂ Partners, LLC (the Company) is headquartered in San Francisco, California. The
Companjy, which provides investment banking services, focuses on middle market growth
compani‘es, and is a member of the National Association of Securities Dealers (NASD).

}

NOTEB - S;UMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents
\
The Company considers all highly liquid investments with an initial maturity of three months or

less whén purchased to be cash equivalents.

|
The Coﬂnpany maintains its cash balances at one financial institution. The balances are insured by
the Fed?ral Deposit Insurance Corporation up to $100,000. At December 31, 2005, the Company
had cash balances in excess of insured amounts.

| ..
Revenue Recognition
|

The Company earns fees from providing merger and acquisition advice, general corporate finance
advisoryj/ services and privately raising capital for public and private companies on an agency basis.
The company recognizes the revenue from these services as earned on a pro rata basis over the
contract; term or upon completion of financing.

|
Income Taxes
|

The ﬁn%mcial statements do not include a provision for income taxes because the limited liability
company does not incur federal or state income taxes. Instead, its earnings and losses are included

. | .
in the member's personal income tax returns.

Investrﬂents
\

Investm:ents in securities are traded on a national securities exchange and are stated at the last
reporteq sales price on the last business day of the reporting period.

Use of Estimates

The pre!paration of financial statements in conformity with 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, the disclosure of contingent assets and
liabilities, and the reported revenues and expenses in the financial statements and accompanying
notes. Actual results could differ from those estimates.
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INSTREAM PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS (continued)
December 31, 2005

\
|

NOTE C - RECEIVABLES
|

Receivables from customers are stated at the amount management expects to collect from
outstanding balances. Management provides for probable uncollectible amounts through a charge
to earnings and a credit to a valuation allowance based on its assessment of the current status of
individual accounts. Balances that are still outstanding after management has used reasonable
collectic?n efforts are written off as a charge to the valuation allowance and a credit to accounts
receivable.

NOTE D - COMMITMENT

The Cci)mpany leases office space under a noncancelable sublease through April, 2006. The
compari1y entered into a new lease agreement commencing April 1, 2006 through February 28,
2009. The future minimum payments as of December 31, 2005 are as follows:

Yearj ending December 31,

| 2006 $ 55292
| 2007 $ 74,610
| 2008 $ 76,786
| 2009 $  12.849
i | 219.537
|

Rent eépense was $59,551 for the year ended December 31, 2005.
|
\

\
NOTE F - NET CAPITAL REQUIREMENT

The Cémpany is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1(a)(2)(vi)), which requires the maintenance of minimum net capital and requires
the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At
December 31, 2005, the Company had net capital of $215,247, which was $210,247 in excess of its
requireﬁ net capital of $5,000. Aggregate indebtedness to net capital ratio at December 31, 2005
was .17to 1.

|
NOTE G -\ CONCENTRATION

For thé year ended December 31, 2005, the Company earned 58% of its revenue from five
customiers.
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SCHEDULE 1
INSTREAM PARTNERS, LLC
December 31, 2005

Securities and Exchange Commission

Computation of Net Capital Under Rule 15¢3-1 of the

Net capitai
Total mémber's equity from statement of financial condition § 256,196
|
Deductions:
Nonallowable assets:
Receivables from customers $ 21,345
Petty|cash 173
Othe;r assets 16.211 37.729
Tentative net capital 218,467
Haircuts (3.220)
Net capit‘lal 215,247
Required net capital under Rule 15¢3-1 subparagraph (a)(2)(vi) 5,000
Excess n:et capital 210.247
\
! .
Minimum‘net capital requirement (6 2/3% of $35,526) $ 2,368
Minimum,dollar net capital requirement 5,000
Net capital requirement 5,000
Excess net capital 210,247
Excess net capital at 1000% 211,695
Total aggr;egate indebtedness 35,526
Net capital 215,247
Ratio of aggregate indebtedness to net capital Jd7t0 1
|
Aggregaté indebtedness:
Accounts payable and accrued liabilities 35.526
Reconciliation with the Company's computation:
Tentatixlle net capital as previously reported $ 240,100
Adjustments:
Increase to accounts payable (21.633)
Tentative inet capital 218,467
Haircut§ 3.220
Net} capital 215.247

J




Ll 2

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

The Membe“rs

Instream Pa;rtners, LLC

In planning iand performing our audit of the financial statements and supplemental schedule of Instream
Partners, LLC, for the year ended December 31, 2005, we considered its internal control, including
control activities 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 rehuired by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have

made a study of the practices and procedures followed by the Company including tests of such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in making
the periodic computations of aggregate indebtedness (or aggregate debits) and net capital under rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3. Because
the Company does not carry securities accounts for customers or perform custodial functions relating to

customer securities, we did not review the practices and procedures followed by the Company in any of
the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons
! Recordation of differences required by rule 17a-13
3. . Complying with the requirements for prompt payment for securities under Section 8 of

Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System
|

The management of the Company is responsible for establishing and maintaining internal control and
the practice;:s 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 controlsi 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 SEC's above-mentioned
objectives. Two of the objectives of internal control and the practices and procedures are to provide
managemeht 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 the
preparation of financial statements in conformity with accounting principles generally accepted in the

United States of America. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

Because of inherent limitations in internal control or the practices 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 effecti\“/eness of their design and operation may deteriorate.

|
|
| 10
\
|
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
| REQUIRED BY SEC RULE 17a-5 (continued)

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
Accomtanté. A material weakness is a condition in which the design or operation 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 control activities for
safeguarding securities, we consider to be material weaknesses as defined above.

We undersiand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC 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 SEC's objectives.

This report is intended solely for the information and use of the members, management, the SEC, the
National Association of Securities Dealers, and other regulatory agencies that rely on rule 17a-5(g)
under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is
not intende;d to be and should not be used by anyone other than these specified parties.

/ Qoo Tyt & Yosed,

San Fraﬁcissco, California
February 13, 2006
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