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ation Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Then:eunder

REPORT FOR THE PERIOD BEGINNING 01/01/06 AND ENDING 12/31/06
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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:

OFFICIAL USE ONLY

K&Z Partners, LLC

( ' 023757 |
. FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
1370 Avenue of the Americas, 26™ Flgor
(No. and Street)
New York NY 10019
(City) {State) ' (Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THE REPORT
Mark Kimsey 212-672-0000

' : ' (Area Code - Telephone No.)

 B. ACCOUNTANT IDENTIFICATION i

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in the Report*

i
Kostin, Ruffkess & Company, LLC
' (Name - if individual, state last, first, middle name)

76 Batterson Park Road Farmington CT.. 06034
{Address) . ' (City) (State) (Zip Code)

CHECKONE: . " PROCESSED

[X] Certified Public Accountant
[ 1 Public Accountant
[1] Accountant not resident in United States or any of its possessions.

MAR 21 2007

|
]
FOR OFFICIAL USE ONLY I
' THOMION—
. [ | FINANCIAL

. Clanmfor mnpﬁonfrom the requiremnent that the annual report be covered by llmopinian of an independent public accountant
rmust be supported by a statement ‘of facts and circumstances relied on as the basis for the exemption. See section 240,17a-5(¢)(2).
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OATH OR AFFIRMATION

i ! \ :

I, Mark Kimsey, swear (or afﬁrm) that, to the best of my knowledge and belief, the accompanymg financial statement and
supporting schedules pertammg to the firm of K&Z Partners, LLC, as of December 31, 2006 are true and correct. | 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:

Signature /
Managing Partner - fWorvle A& sty
Tile  fadwoqimg Fevtre

: ' SiMS
I‘Jotary Public l Notury mz% of New York
03514618343
Quahﬁed in New York Coun
Commission Expiras 7aU_,
. r a«d. 7, 2007
This report ** contains (check all applicable):
[X] {(a) Facing Page.
[X] (b) Statement of Financial Condmon
[X] (c) Statement of Income (Loss).
[X] (d) Statement of Changes in Cash flows.
[X] (¢) Statement of Changes i in Stockholders' Equity or Partners' or Sole Proprietor's Capital.
[ 1 (© Statement of Changes i m Liabilities Subordinated to Claims or Creditors. .
Xl (@ Computanon of Net Capital. ’
{1 (h) Computatlon for. Determmatlon of Reserve Requirements Pursuant to Rule lSc3-3
{ 1 (i) Information Relatmg to'the Possession or Control Requirements Under Rule 15c3 3.
[1 Gy A Reconclhanon including appropriate ¢xplanation, of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determmatlon of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,
[1 & A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation. |
[X] () AnOathor Affirmation.
[ 1 (m) Acopyof the SIPC Supplemental Report.
[ 1 (n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous

k%

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

To The Member
K&Z Partmers, LLC

We have audited the accompanying statement of financial condition of K&Z Partners, LLC (the
“Company™) as of December 31, 2006, and the related statements of operations, changes in member’s
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. Qur 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 financial statements referred to above present fairly, in all material respects, the
financial position of K&Z Partners, LLC as of December 31, 2006, and the results of its operations and
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 Pages 8 through 10 is presented for purposes of additional analysis
and 1s not a required part of the basic financial statements, but is supplementary information required by
rule 17a-5 under the Secunues Exchange Act of 1934. Such information has been subjected to the
audltmg procedures applied i m 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.

Loatins, Kogboit  Corg, uc

Farmington, Connecticut
February 5, 2007

Mambers of:
Leading Edge Alfliance « American Institute of Certified Public Accountants + Private Companies Practice Section » Connecticut Society of Certified Public Accountants 1

An Equal Opportumty Empiloyer



K&Z PARTNERS, LI.C

Statement of Financial Condition

Assets

Current assets:
Cash and cash equivalents
Accounts receivable |
Other assets |

Total current assets

|
Liability and Member’s Equity
Current liability: ' |
Accounts payable and acq’rge;d expenses

Member’s equity

|
Total liability and member’s equity
[

December 31, 2006

$ 47,590
14,059

180
361829
$ 24,722

— 37107

[ . .
The accompanying notes are an integral part of the financial statements




K&Z PARTNERS, LLC
' Statement of Operations

" For The Year Ended December 31, 2006

Revenues:
Investment advisory finders fees
Consulting income
Licensee income '
Interest income :
Other income |
Gain on sale of fixed assets -

Total revenues

Expenses:
Commissions
Compensation to member
Compensation to former member
Employee compensation
Office
Depreciation
Professional fees !
Insurance
Consulting
Travel and entertainment
Occupancy
Licenses and registration fees
Bad debt expense
State taxes

Total expenses

Net loss

$ 92,015
666,874
18,760

234

125

4,392

e AT T T

782.400

432,162
85,000
54,500
39,111
29,641

389
37,177
18,980
27,762
78,543
36,948

6,218
19,817

8.986

875,234

S 92.834)

I . .
The accompanying notes are an integral part of the financial statements



K&Z PARTNERS, LLC

I

|Statement of Changes in Member’s Equity
g

. For The Year Ended December 31, 2006

| Balance, begiﬂning $ 127,441
i Net loss for the year ' { 92,834)
I Member contributions - 10,000
Member withdl;';awals | ‘o | { 7.500)
Balance, ending : : § 37107

o i

- : .
The accompanying notes are an integral part of the financial statements




K&Z PARTNERS, LLC

Statement of Cash Flows

4 For The Year Ended December 31, 2006

Cash flows from operating activities:

Net loss : :

Adjush‘nents'to reconcile net logs to net cash

used in operating activities:
Depreciation
Gain on sale of fixed assets
Decrease in: !
Accounts receivable
Other assets
Decrease in: !

Accounts payable and acgrued expenses

Security deposit liability,

Net cash used in operating activities

Cash flows from investing activ
Proceeds from sale of fixed a
Member contributions
Member withdrawals

ties:
sets

Net cash provided by investing activities

Net decrease in cash and cash e

quivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end

]
The accomp%n

of year

$(  92,834)
389
(4392

38,128
35,673

( 5259)
(__29.900)

{ 58191

11,000
10,000

{ 7.500)

13.500

( 44,691)
92,281

47,590

|
ying notes are an integral part of the financial statements




Note 1 - Sumrﬂarv of Significant

K&Z PARTNERS, LLC
Notes To The Financial Statements

For The Year Ended December 31,2006

Accounting Pelicies:

Organization

K&Z Partners, LLC (the "Compd
registered as a broker/dealer on Se
net worth individuals and instituti
Company operates as a broker p
Under the Act,-a company must
"NASD") in order to carry on bus
such, it is exempt from SEC Rule:

i

Income Recognition

The Company recognizes and recg

Furniture and Fixtures :
. I

The Company records furniture.

estimated useful lives of five years.

Cash Flows '
[ |
For purposes of reporting cash ﬂtt:
maturing within ninety days. Th
were $8,986.

Estimates

i
The preparation of financial stateq
States of America requlres manag
assets and hab:htles the disclosurg
reported amounts of revenues ang
estimnates.

ny") was formed as a Limited Liability Company on September 2, 1998, and
ptember 1, 2003, to provide asset and risk managemem consulting advice to high
ions. The member s liability 1s himited to the assets of the Company. The
irsuant to Section 15(b} of the Securities Exchange Act of 1934 (the "Act").
become a member of the National Assocmtloh of Securities Dealers, Inc. (the
ness as a registered broker. The Company does not carry customer accounts; as
5¢3-3 pursuant to Section k(2)(i) of that rule.

rds advisory and consulting fees when performance is substantialty completed.

and fixtures at cost. Depreciation is provided on a straight-line basis using

ws, cash and cash equivalents include cash on' hand and short-term investments
= following is supplementary cash flow information: State taxes paid in 2006

b

nents in conformity with accounting principlesI generally accepted in the United
rement to make estimates and assumptions that affect the reported amounts of
of contingent assets and liabilities at the date of the financial statements, and the

| expenses during the reporting period. Actual fesults could differ from those

. ' I
Note 2 - Regulﬁtorv Requiremedts:

Pursuant to the net Cap:tal prow
required to maintain minimum ne
aggregate mdebtedness to net cap'
capital and a net capital require
1.0811 to 1 at December 31, 2006

The Company is exempt from con

‘because it does: not hold any custo

ion of rule 15c3-1 of the Securities Exchange Act of 1934, the Company is
capital, as defined under such provision. Net capltal and the related ratio of
1 may fluctuate on a daily basis. At December 31 2006, the Company had net
t of $22,868 and 35,000, respectively. The Companys net capital ratio was
This ratio is in compliance with Rule 15¢3-1 at December 31, 2006.

ipliance with rules 15¢3-3 and 17a-13 under the Securities Exchange Act of 1934
er securities or customer cash.




Note 3 - Leases:

|
The Company leased its ofﬁce'spa
the Company also licensed for use
agreements terminated February 3
operating lease. The agreement wi

Rental expense for the year ended
. !

Future net minimum payments are

2007 §
2008
2009 '

Note 4 - Income Taxes:l

+

The Company s a limited liabilit

K&Z PARTNERS, LLC
Notes To The Financial Statements

For The Year Ended December 31, 20006

ce and two copiers through February 2006 under an operating lease. In addition,
part of its office space. The office space lease agrcement as well as the license
4006. The Company has a lease arrangement for a copier accounted for as an
Il terminate in February 2009,

'December 31, 2006, was $40,230.

estimated to be:

3,300
3,300
550

; company where the member is individually responsible for income taxes that

result from the.Company’s operafjons. The Company is still liable for certain state taxes.
|

Note 5 - Related Party Transactions:

The Company currently‘ occupies
the Company does not pay rent fo

space of an entity whereby the Company derives certain revenues. Currently,
r the space.




K&Z PARTNERS, LLC
. Computation of Net Capital

'| For The Year Ended December 31, 2006

Total member’s equity from statement of
financial condition '

Deductiens and/or charges:
Total nonallowable assets from sfatement

of financial condition

Net capital

$ 37,107

14,239

3 22.868
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1. Nonallowable assets:

K&Z PARTNERS, LLC
Notes to Computation of Net Capital

For The Year Ended December 31, 2006

Nonallowable assets from the statement

of financial condition:
Accounts receivable
Other assets

2. Haircut on investments:
2% Haircut - money market fu

3. Net capital reconciliations:
Net capital as reported in Par:t
Form X-17a-5 as of Decem
Audit adjustments -

nads

A of
ber 31, 2006

$ 14,059
180

$ 14,239

$ 27,084
{ 4216)

$ 22,868
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K&Z PARTNERS, LLC

putations of Basic Net Capital Requirement and

Aggregate Indebtedness

| For The Year Ended December 31, 2006 °

Minimum net capital required (¢ 2/3% of $24,722)

Minimum net capital requirement
broker or dealer

Net capital requirement
Excess net capital

Excess net capital at 1000% (net

bf reporting

capital less 10% of aggregate indebtedness):

Computation of Aggregate Indebtedness:

Total aggregate indebtedness

Ratio of aggregate indebtedness ta
net capital

5 1,648

$ 5,000
$ 5,000
$ 17,868

$ 20,396

3 24,722

1.0811to 1

10
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T AUDITORS' REPORT ON INTERNAL ACCOUNTING

INDEPENDEN
C
To The Member
Ké&Z Partners, LLC

In planning and performing
Partners, LLC (the “Company
including control activities fo
the purpose of expressing our
control.

Also, as required by rule 17a-
study of the practices and p
procedures that we consider

ONTROL REQUIRED BY SEC RULE 17a-5

bur audit of the financial statements and supplemental schedules of K&Z
") for the year ended December 31, 2006, we considered its internal control,
I safeguarding securities, in order to determine our auditing procedures for
opinton on the financial statements and not to provide assurance on internal

5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
ocedures followed by the Company including tests of such practices and
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

ith 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 practic
1. Making quarterly secu
2. Recordation of differeng

3. Complying with the rg
Reserve Regulation T ¢

and procedures followed by the Company in any of the following:
ties examinations, counts, verifications, and comparisons.
tes required by rule 17a-13.

guirements for prompt payment for securities under Section 8 of Federal
[ the Board of Governors of the Federal Reserve System.

The management of the Com

any is responsible for establishing and maintaining internal control and the

practices and procedures referfred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by managemeft are required to assess the expected benefits and related costs of controls
and of the practices and progedures referred to in the preceding paragraph and to assess whether those
practices and procedures can pe expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of mternal control gnd the practices and procedures are to provide management with reasonable

but not absolute assurance th
loss from unauthorized use
management’s authorization 3
conformity with accounting p
lists additional objectives of th

Because of inherent limitation
or fraud may occur and not h
subject to the risk that they

it assets for which the Company has responsibility are safeguarded against
or disposition, and that transactions are executed in accordance with
nd recorded properly to permit the preparation of financial statements in
finciples generally accepted in the United States of America. Rule 17a-5(g)
e practices and procedures listed in the preceding paragraph.

s in internal control or the practices and procedures referred to above, error
e detected. Also, projection of any evaluation of them to future periods is
may become inadequate because of changes in conditions or that the

effectiveness of their design apd operation may deteriorate.

Leating Edge Alliance + American Instity

Members of:
e of Certified Public Accountants » Private Companies Practice Section » Connecticut Society of Certfied Public Accountants

An Equal Opportunity Emplayer

(860) 678-6000
(800)286-KRCO
Fax: (860) 678-6110

www. kostin.com
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Bl
RUFFKESS

& COMPANY, LLC

K&7Z Partners, LLC
Page Two

QOur consideration of internal|control would not necessarily disclose all matters in internal control that
might be material weaknesseg under standards established by the American Institute of Certified Public
Accountants. A material wepkness is a reportable 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 maferial in relation to the financial statements being audited may occur and
not be detected within a time]y period by employees in the normal course of performing their assigned
functions.

We understand that practices| and procedures that accomplish the objectives referred to in the second
paragraph of this report are cpnsidered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act pf 1934 and related regulations, and that practices and procedures that do
not accomplish such objectjves in all material respects indicate a material inadequacy for such
purposes. Based on this unddrstanding and on our study, we believe that the Company’s practices and
procedures were adequate at [Pecember 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, the National
Association of Securities Dgalers, Inc., the Securities Investor Protection Corporation 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 is not intended to be and should not be used by anyone
other than these specified partjes.

Boctiv, bifhas {Cony .

Farmington, Connecticut
February 5, 2007
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