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OATH OR AFFIRMATION

L Jeffrey Haas . swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

1.8 H. Trading, 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:

STATE CF NEW Y, e e
County of A/Ze ? %/(, Nk . Sghdture

Sworn to and suhzetihed before =

i jediriKings County
;l;t::ary piff-.:f mmisSion Expires April 28, 20 _ § MANAGING MEMBER
e = S — o Wi SN L LA Title

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.

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

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

iJ (g) Computation of Net Capital.

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

O (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.

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

] (1) An Oath or Affirmation.

OO (m) A copy of the SIPC Supplemental Report.

0 (n) A reportdescribing 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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GREENBERG & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS
One Bradley Road
Suite #710
Woodbridge, Connecticut 06525
Telephone 203-397-1468 ~ Fax 203-397-1475

LAURENCE E. GREENBERG, CPA LUCIANN HEALEY, CPA

REPORT OF INDEPENDENT ACCOUNTANTS

JSH Trading, LLC

We have audited the accompanying statement of financial condition of JSH Trading, LLC (the Partnership), as of
December 31, 2006, and the related 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 Partnership’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 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 Parmership’s internal contro over financial reporting. Accordingly, we express no
such opinion. 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
JSH Trading, LLC at December 31,2006, 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 171 of the American Stock Exchange. 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.

+Co

eenberg and Company

February 19, 2007
Woodbridge, Connecticut




JSH TRADING, LLC

STATEMENT OF FINANCIAL CONDITION

AS OF DECEMBER 31, 2006
ASSETS

Cash $ 56,624
Options, at market value 14,022,355
Stocks, at market value 20,805,115
Dividends Receivable - 14,202
Due from Broker 18,098,437
Computer Equipment, net of accumulated depreciation of $14,878 62,390
Other Assets 65,328

TOTAL ASSETS $ 53,124,451

LIABILITIES AND MEMBERS' EQUITY

LIABILITIES:
Stocks, at market value $ 34,945,389
Options, at market value 13,365,632
Due to Broker 1,743,443
Accounts Payable 177,460
Accrued Expenses 84,064
Dividends Payable 18,777
TOTAL LIABILITIES $ 50,334,765

MEMBERS' EQUITY:

Total Members' Equity (see Statement of Changes in
Members' Equity) b 2,789,686

TOTAL LIABILITIES AND MEMBERS' EQUITY $ 53,124,451

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




JSH TRADING, LLC

INCOME STATEMENT

FOR THE YEAR ENDED DECEMBER 31, 2006

GROSS INCOME:
Unrealized gains and losses from trading 3 891,024
Realized gains and losses from trading 2,377,642
Interest Income 1,124,308
Dividend Income 366,068
Rebate Income 243,170
Miscellaneous Income 6,566
TOTAL REVENUE $ 5,008,778
EXPENSES:
Salaries and Wages 5 304,579
Guaranteed Payments 43,268
Clearing Costs 1,343,578
Interest Expense 868,636
Computer Consulting 428,507
Dividend Expense 794,460
Equipment Rental 32,053
Interest on Capital Lease 7,625
Professional Fees 51,929
Computer software and equipment 106,379
Rent ' 52,903
Quotations and Research 446,577
Exchange Fee 63,771
Licenses and Permits 81,236
Dues and Subscriptions 36,821
Education and Seminars 1,112
Travel and Entertainment 18,250
Office 10,691
Printing and Postage 1,101
Telephone and Utilities 105,147
Insurance 3,333
Payroll taxes and fringe benefits 47,722
Depreciation 13,454
TOTAL EXPENSES 4,863,132
NET INCOME 3 145,646
The accompanying notes are an integral part of these financial statements.




JSH TRADING, LLC
STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31, 2006

99% 0.50% 0.50%
MANAGING
TOTAL MEMBER MEMBER MEMBER

Members' Equity -
January 1, 2006 $2,644,040 $ 1,600,164 $ 1,032,258 § 11,618

Net Income $ 145,646 144,189 728 728

Members' Equity -
December 31, 2006 $2,789.686 § 1,744,353 $ 1,032,986 § 12,346

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




JSH TRADING, LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net Income

Adjustments to reconcile net loss to net cash provided by

operating activities:
Depreciation
Unrealized gains and losses from trading
Realized gains and losses from trading
Interest Income
Dividend Income
Rebate Income
Miscellaneous Income
Clearing Costs
Interest Expense
Dividend Expense
Miscellaneous
(Increase) decrease in operating assets:
Other Assets
Increase (decrease) in operating liabilities:
Accounts Payable
Accrued Expenses

Total adjustments
Net cash provided by operating activities

Cash flows from investing activities
Transfers from securities trading account
Purchase of computer equipment

Net cash used in investing activities

Cash at beginning of year
Cash at end of year

Non-cash disclosures of investing activities:

13,454
(891,024)
(2,377,642)
(1,124,308)
(366,068)
(243,170)
(6,566)
1,343,578
868,636
794,460
74,729

(60,490)

127,448
(50,661)

145,646

(1,897,624)

1,800,000
(22,235)

(1,751,978)

1,777,765

30,837
56,624

The Partnership entered into a capital lease for computer equipment. The equipment was recorded

at $91,506 with a corresponding capital lease payable.

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




JSH TRADING, LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 20606

Organization and Nature of Business

JSH Trading, LLC, (The Partnership), is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of various exchanges and the National Association of Securities

Dealers (NASD). The Partnership is a New York limited liability company.
Significant Accounting Policies

Basis of Presentation

The financial statements include the accounts of the Partnership. The Partnership is engaged in a single
line of business as a securities broker-dealer, which comprises primarily principal transactions funded

by the member’s capital contributions. There are no customers.

Securities Transactions

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if they had
settled. Profit and loss arising from all securities transactions entered into are reported on a settlement
date basis. Securities transactions are reported on a settlement date basis with related commission

income and expenses reported on a trade date basis.

Marketable securities are valued at market value and securities not readily marketable are valued at fair
value as determined by management, if necessary. As of December 31, 2006, all marketable securities

had a readily determinable market value.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities transactions

oQccur.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United States 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,

Depreciation

Depreciation is provided on a straight-line basis using an estimated useful life of five years. Property
under capital lease is amortized over the lives of the respective leases or the estimated useful lives of the
assets. Amortization is included with depreciation expense.




Notes to financial statements, continued
Statement of Cash Flows

For purposes of the Statement of Cash Flows, the Partnership has defined cash equivalents as highly
liquid investments with original maturities of less than ninety days, that are not held for sale in the
ordinary course of business.

Income Taxes

The Partnership is a pass-through entity for Federal and State income taxes. Income taxes on the
Partnership’s earnings are the responsibility of the members of the Limited Liability Company.
Accordingly, no provision has been made for federal or state income taxes in the accompanying financial
statements

3. Receivable From and Payable to Broker
The amounts on the statement of Financial condition titled due to and due from broker represent
amounts receivable and payable for securities transactions that have not reached their contractual

settlement date.

4. Securities

Marketable Securities owned and sold, not yet purchased, consist of trading and investment securities at
market value, as follows:

Owned Sold, Not yet

_Purchased
Corporate Stocks $20,805,115 $34,945,389
Options 14,022 355 13,365,632
Total $34,822.470 $48,311,021

5. Net Capital Requirements

The Partnership is exempt from the Securities and Exchange Act Net Capital Rule pursuant to paragraph
15¢3-1(b)(1). JSH Trading, LLC is a Market Maker (as defined), in listed options on the American
Stock Exchange, and, therefore, is excluded from Rule 15¢3-1(b)(1). The partership is subject to Rule
110 of the American Stock Exchange which provides for a minimum tentative net capital requirement,
(as defined), of $15,000 per trader, for at total of $45,000. In addition, as the Partmership does not
participate in any off-floor trading, reductions for haircuts do not apply. The partnership had tentative
net capital of $2,661,968 as of December 31, 2006, which exceeds the minimum requirement by
$2,616,968. Schedule 1, attached, provides the tentative net capital requirement calculation.

6. Securities and Exchange Commission Rule 15¢3-3 Exemption
The Partnership is exempt from the objectives stated in rule 15¢c3-3 under paragraph k(2)(ii) due to the
fact that the Partnership does not carry securities accounts for customers or perform custodial functions

relating to customer securities.

7. Commitments and Contingent Liabilities

The Partnership leases office space in New York City under an operating lease. The lease is renewed
annually and calls for monthly rental payments of $4,595, plus associated fees. Total rent expense for
the year ended December 31, 2006 was $52,903.




Notes to financial statements, continued

8. Capital Lease
In 2005, the Partnership entered into a capital lease for computer equipment. Future minimum lease
payments under this non-cancelable lease total $28,925 through the end of the lease term, which is
January of 2008. Interest in the amount of $7,625 has been included in interest expense.

9. Partnership Agreement

Net operating profits and losses will be allocated to the members in accordance to section 4.2 of the
Partnership Operating Agreement.

10, Investment
On March 20, 2006, the Partnership entered into an agreement to purchase 50 shares of floating rate
preferred stock of its clearinghouse, per the terms of an agreement titled the Private Placement
Memorandum (“the agreement™). This investment of $50,000 has been included in other assets. The
agreement contains certain financial convenants, which have been met by the Partnership as of
December 31, 2006.

11. Audit Adjustments

The Partnership files quarterly FOCUS Reports with the NASD. Following is a reconciliation between
the Partnership’s FOCUS report as of December 31, 2006 and the audited financial statements:

Reconciliation with Partnership’s computation

Net income, as reported in Partnership’s Part II (unaudited)

FOCUS report $162,095
Audit adjustments to accrued expenses 16.449
Net Income $145.646
Net Capital, as reported in the Partnership’s Part I
(unaudited) Focus report $2,678,414
Audit adjustments to accrued expense 16.449

Net Capital $2,661,968




JSH TRADING, LLC

COMPUTATION OF NET CAPITAL UNDER
RULE 110 OF THE
AMERICAN STOCK EXCHANGE

AS OF DECEMBER 31, 2006
Schedule I
Net Capital
Total Members' Equity $2,789.686
Deduct Members' Equity not allowable for net capital -
Total Members' Equity qualified for net capital 2,789,686
Deductions
Nonallowable assets
Computer Equipment, net of accumulated depreciation 5 62,390
Other assets 65,328
Total Deductions (127,718)
Tentative Net Capital $2,661,968
Tentative Net Capital Requirement ($15,000 per trader) $ 45,000

Excess Tentative Net Capital $2,616,968




Greenberg & Company

Certified Public Accountants
One Bradley Road
Suite 710
Woodbridge, Connecticut 06525
Telephone (203) 397-1468 Facsimile (203) 397-1475

LAURENCE E. GREENBERG, CPA LUCIANN HEALEY, CPA

JSH Trading, LLC:

In planning and performing our audit of the financial statements and supplemental schedules of JSH Trading,
LLC (the Partnership), for the year ended December 31, 2006, we considered its internal control, including
control activated for safeguarding securities, in order to determine our auditing procedures for the purpose of
expressing our opinion on the consolidated 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 (SEC), we have made a
study of the practices and procedures followed by the Partnership including tests of such practices and
procedures that we considered relevant to the objectives stated in rule 15¢3-3. Because the Partnership 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 Partnership in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation
- of differences required by rule 17a-3.”
2. 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. -
3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer as required by Rule 15¢3-3. '

The management of the Partnership is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In the fulfilling of 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 SEC’s above-mentioned objectives. Two of the objectives of the
internal control and the practices and procedures are to provide management with reasonable but not absolute
assurance that assets for which the Partnership 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
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 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 effectiveness of their

design and operation may deteriorate.

-

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 internal control
components does not reduce to a relatively low level the risk that misstatements caused by 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 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 SEC to be adequate for its purpose 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 Partnership’s practices and procedures were adequate at
December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC, 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 intended to be and should not be used by anyone other
that these specified parties.

#Lo

Greenberg and Company

February 19, 2007
Woodbridge, Connecticut

FEND




