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OATH OR AFFIRMATION
I, Mr. James T. Hunter , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Mufson Howe Hunter & Partners LLC , 88
of December 31 ,20_06 , 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:

COMMONWEALTH OF PENNSYLVANIA

NOTARAL SEAL . — .\
ROSEMARY T. FITZPATRICK, Notary Public { f J/lu ﬂ}L (
City of Philadelphia, Phila. County —— >
My Commission Expires October 26, 2009 Signatuse

( nguﬂ
Qe I Yt L/ B

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 Cash Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's 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.

(1 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 o
consolidation.

(1) An Oath 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 OO0O0ONONEEEEK

O0X

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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INDEPENDENT AUDITOR'S REPORT

To the Members
Mufson Howe Hunter & Partners LLC
Philadelphia, Pennsylvania

We have audited the accompanying statement of financial condition of Mufson Howe Hunter & Partners
LLC {a Delaware Limited Liability Corporation) as of December 31, 2006, and the related statements of
income, changes in ownership 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 MHHP's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards. 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 Mufson Howe Hunter & Partners LLC as of December 31, 2006, and the results of its
operations and its cash flows for the year then ended, in conformity with U.S. generally accepted
accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
awhole. The information contained in Pages 3, 4, and 7 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 17a-5 of the Securities Exchange Commission. 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 alf
material respects, in relation to the basic financial statements taken as a whole,

gmﬁd, /mu% /ﬁ%, 2@

Philadelphia, Pennsylvania
February 19, 2007



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART A

BROKER OR DEALER  Mufson Howe Hunter & Partners LLC N 3

1 L

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

as of (MM/DD/YY) 12/31/06

g9

SEC FILE NO. 8-66587

98

ASSETS Consolidated
Unconsolidated
Allowable Non-Allowable Total

1. Cash. e $ 89 447 200 s 89447

198

z

750

Receivables from brokers or dealers:
A. Clearance account...........cooevveccececiinnennen, 3 295
B, Other e 300]| % 9.018 550 9018

810

830

4,  Securities and spot commodities
owned, at market value:
Exempted securities 418
. Debt securities 419
. Options....... 420 |
, Othersecurities ..., 424
. Spot commOodities......cvreeecececcrnviniin, 4 430

mooOw>»

5. Securities and/or other investmen
not readilv marketable:
A Atcost 5 $ 21,846
B. Atestimated fairvalue ..............ccc..ooovvnn.

16.166 610 16,166

B60

6. Securities borrowed under subordination agree-
ments and partners' individual and capital
securities accounts, at market value: .........

| Bl

630

880

A. Exempted
securities $
B. Other
securities $
7. Secureddemand notes .........cccceeiiiiie 470 | 640 |

890

market value of collateral:
A_ Exempted
securities $
B. Other
securities $
8. Memberships in exchanges:
A. Owned, at
market $
B. Owned, at cost .. 650
C. Contributed for use of the company,
at market value 6 660

900

9, Investments in and receivables from
affiliates, subsidianes and
associates partnerships 480 670

910

10. Property, fumiture, equipment,
leasehold improvements and rights
under lease agreements, at cost-net
of accumulated depreciation
and amortization 490 680

920

11. Other assets.... 535 | 7,060 735 7,060

930

12. TOTAL ASSETS 58S 89,447 540 $ 32 244 740 S 121,691

240

OMIT PENNIES

See accompanying notes

1176 Page 1




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART A

BROKER OR DEALER Mufson Howe Hunter & Partners LLC as of 12/31/06

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-A.l
Liabilities Liabilities Liabilities Total
13. Bank loans payable ....... ..o $ 1045 § I 1255 h'a s | 1470|
14. Payable to brokers or dealers:
A. Clearance account.........occoecceemeeenenennenne. v 1114 1315 1560
B, Other. ..ot 10 1115 1305 1540
15. Payable to non-customers.........ccocvvenrinnn 1155 1355 1610
16. Securities sold not yet purchased,
at market value.........ccccovverrveerernn | 1360‘ | 1620'
17. Accounts payable, accrued liabilities,
expenses and other ... 46,751 I 1205| (1385 48,751 | 1555 I
18. Notes and mortgages payable:
A Unsecured ..o 1210( v 1690
YT 1211] 12 L1390] 1 1700

19. Liabilities subordinated to claims
of general creditors:
A. Cash borrowings ..., 1400 | 1710|
1. from outsiders ; $
2. Includes equity subordination (15¢c3-1(d})
of..... $
B. Securities borrowings, at market value....... | 14JO| | 1720|
from outsiders  $
C. Pursuant to secured demand note

collateral agreements.........ccccoceceeeereeieenne 1420| ] 173D|

1. fromoutsiders $
2. Includes equity subordination {(15c3-1(d})
of...... 5
D. Exchange memberships contributed for
use of company, at market value................ 1430| 1740|
E. Accounts and other borrowings not
qualiified for net capitat purposes 1229 1440 1750
20. TOTAL LIABILITIES ................. $ 46,751 1230} $ 1450] $ 46,751 17
Ownership Equity
21. Sole proprietorship CeeeesereessseressesessesssersssesessesessesesresesesseseasetsEetiEiasetaresentensersentreseatases et tirs st etentarererenrerene 1v5 $ 1770
22. Partnership (limited partners ... M |1020|) 74,940 1780
23. Corporation:
A. Preferred stock 1791
B. Common stock 1792
C. Additional paid-in capital 1793
D. Retained earnings 1794
E. Total... B 1795
F. Less capital stock in treasury............. ) 1796
24, TOTAL OWNERSHIP EQUITY ..o 74 540 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY 121,691 1810
CMIT PENNIES

See accompanying notes

1776 Page 2




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER  Mufson Howe Hunter & Partners LLC asof___ 12/31/06

COMPUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financial Condiion ... ... e . 3 74,940 3480
2. Deduct ownership equity not allowable for Net Capital ... 1w 3 3490
3. Total ownership equity qualified for Net Capital ................c.ccoiiii it me e m e nem e s s ene 74,940 3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ... 3520]
B. Other {(deductions) or aliowable credits (List)...... 3525|
5. Total capital and allowable subordinated liabilities $ 74,940 3530/
6. Deductions and/or charges:
A. Total nonallowable assets from Statement of Financial Condition {Notes B and C)$ 32,244 3540
B. Secured demand note defiCiency ... 3590
C. Commodity futures conlracts and spot commodities-
proprietary Capital ChANGES. ... ...coov oot e 3600
D. Other deductions and/or CRANGES .............ccocoe v 3610 ( 32,244 ) 3620
7. Other additions and/or aliowable Credits (List)............ooooii i st v 3630
8. Net capital before haircuts on securities positions ... BT UPOUU U POV PP UTU OO P TTS 20 $ 42 696 3640
9. Haircuts on securities (computed, where applicable,
pursuant to 15¢3-1 (f)):
A, Contractual securities COMMIMENtS............ccccovverninrn e $ 3660
B. Subordinated securities bormrowings ... 3670
C. Trading and investment securities: v
1. Exempted SOCUMTIES ..o e 18 3735
2. Debt securities 3733
3. Options 3730
4. OtheT SEOUMHES .....ceeieiercieiiiicr s srs e nens 3734
D. Undue Concentration ... 3650
B O BT (LISt oot an b st b et seaabaaberebnRean 3736 { )| 3740
B L T T | OO T $ 42 696 3750
OMIT PENNIES

There was no difference between the audited and unaudited calculation of net capital
pursuant to Rule 15¢3-1.

See accompanying notes
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IlA
BROKER OR DEALER  Mufson Howe Hunter & Partners LLC as of 12/31/06
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11. Minimum net capilal required {6-2/3% 0F INE 19} ... e 3 3117 I 3756[
12. Miinimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement
of subsidiaries computed in accordance with Note (A) ... e $ 5,000 3758
13. Net capital requirement (greater of line 11 0r 12} ..o % 5,000 3760
14. Excess net capital (i 101855 13) ..o g B 37.696 3770
15 Excess net capital al 100% (line 10 less 10% of line@ 19} ... 22 § 38,021 3780
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Tota! A.1. fiabilities from Statement of FInancial Condition ... $ 46,751 [3790]
17. Add: v
A. Drafts forimmediate aredit. ... 21 8§ - [ﬁ@
B. Market value of securities borrowed for which no equivalent
value is paid or Gredited ..o $ - 3810
C. Other unrecorded amounts (List) ... 5 - 3820| $ - 3828
19. Total aggregate INABDIEANESS ...t e s s 5 46,791 3840
20. Percentage of aggregate indebtedness to net capital (line 19 @ by line 10)........comm s % 109 3750)
21. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1 {d} ..o % 3760
COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT
Part B
22. 2% of combined aggregate debit items as shown in Formula for Reserve Reguirements pursuant to Rule
15¢3-3 prepared as of the date of the net capital computation including both brokers or dealers
and consolidated SUDSIGIAEs' GBS ..ottt T $ 2870
23, Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital .
requirement of subsidiaries computed in accordance with Note (A) 3880
24. Net capital requirement (greater of ine 22 0123) ... 3760
25. Excess net capital (line 101ess24) ... 3910
26. Net capital in excess of:
5% of combined aggregate debil items or $120,000 ... $ [3920]
OMIT PENNIES
NOTES:

(A} The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement

of the reporting broker dealer and, for each subsidiary to be consolidated, the greater of:
1. Minimum doliar net capital requirement, or
2. 6-2/3% of aggregate indebtedness or 2% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note
covered by subordination agreements not in satisfactory form and the market values of memberships in
exchanges contributed for use of company (contra to item 1740) and partners' securities which were
included in non-allowable assets.

{C) For reports filed pursuant o paragraph {d) of Rule 17a-5, respondent should provide a list of material
non-allowable assets.

See accompanying notes
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART lIA

BROKER OR DEALER Mufson Howe Hunter & Partners LLC

For the pericd {(MMDDYY) from 2'4 01/01/06 |-3932J to 12/31/06 3933
Number of months included in this statement 12
COMPUTATION OF NET INCOME (LOSS)
REVENUE
1. Commissions:
a. Commissions on transaclions in exchange listed equity securities executed on an eéxchange ..o, $ 3935
b. Commissions on Hsted OpliOn fran S At NS (o e e et et e e e s e e e een e e e e e e e neeenneeneean 25 3938
C. All OlhEr SECUNES COMIMISSIONS . ....viuiiiiieieieiitiieeseeeete b e s ets et e b e asbsssessess s ba e asbese et e s essesesreresrerseresresressres sre e srrsrenaeseeaes 3839
d. Total SECUNtIES COMIMUSSIONS ... ..o e e eee e e cceas e nessb s s s e s eseebb s b e s s e s esesrrsrna e s s e s A s et e e s e s arEnbbebessenren 3540
2. Gains or losses on fim securities trading accounts
a. From market making in options on a national securities XChange ... 3945
b. From all othertrading.............ccccoeevvvrnnnenee 3949
c. Total gain (JoSS).......ccovenerececiececne 3950
3. Gains or losses on fim securities investment accounts (6.464) 3952
4. Profit (loss) from underwriting and selling groups 3955
5. Revenue from sale of investment company shares 3970
6. Commodities revenue......................... 3990
7. Fees for account supervision, investment advisory and administrative SeIVICES. ............cceccimmmcmeerr e 936,161 3975
8 Otherrevenue................s 3995
9. Tofal reVeNUE ... 929.697 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting stockholder officers ... 3 4120
11. Other employee compensation and benefits ... 27 420,796 4115
12. Commissions paid to other broker-dealers ...... 4140
13. Interest expense ..............iiiniieienenn. e eeiteeieeeitteeereesesersnerneeeaerrsnreeateeaneesseiiatiatii e
a. Includes interest on accounts subject to subordination agreements..........cc.ccoee.... | 4070|
14, RegUIal O Y fBES AN B BNSES .o e e e e et e e e e m e e e nemeem et e e e oot et Se e e £ ear ettt et eat et et et et he s et e enenee 1,755 4195
15. Other expenses.... 458 255 4100
16. Total expenses........covvninnnennnnnennn: 880,806 4200]
NET INCOME
17. Net income (loss) before Federal income taxes and items below (ltem 9 less ltem 16} 48 B 4210
18. Provision for Federal income taxes (for parent onfy) - 4220
19 Equity in earnings {losses) of unconsolidated subsidiaries not included above - 4222
a. After Federal income taxes of ....................
20. Extraordinary gains (l0SSes)..........ccovevvvvvvrnnnne Heeeereeesaessaessssessesenteeneeeneeenteanneaantesreesnseessrasnnn - | 4224|
a. After Federal inCome taxes Of .. ..ot reeeeee e s [ 4239|
21. Cumulative effect of changes in accounting PANCIPIES...........c.o e e e sne e eene s s r e se e smnnan - 4225
22. Net income (loss) after Federal income taxes and extraordinary items BTV URUT VORI $ 48,891 4230
MONTHLY INCOME
23. Income (current month only) before provision for Federal income taxes and extraordinary Hems.........ccoooenncicccinicccnnen % (8,007) [a211)

See accompanying notes
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER Mufson Howe Hunter & Partners LLC

For the period (MMDLYY) from 01/01/06 to 12131106
STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, DEGINMING OF PEIIOU...............c.ccoreeereeoeeeecvessssssssssssssssssss s essssssesserseas e s asbensesseb s b essessesns st ssasmasmsmssnsesesassnne oeemmnrane 47,630 4240
A. Net income (loss) Lt e eteeenemeemeeeeeeishisiesELARLLFELSAFASEEREESEREREYETer R R RS et e et aeeneeneeateneiseibesttaseebeaiiitiateiize e 48.891 4250

B. Additions (includes non-conforming capital of 4262 ) 86,000 4260

€. Deductions {includes non-conforming capital of ... 4272 ) (107.581) 4270

2. Balance, end of period {From Mem 1BO0) ... et 74940 m

STATEMENT OF CHANGES iN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
L 4

3. Balance, beginning Of PBIIOD . ... it e etk e LSS bbb S 444 r s e e ren e s rasen e ereen 30 $ 4300
B INCTBASES .ottt e ettt et e e e s s be e ettt h s eSS h s e R e A e A e Ae e es et et S ememeoeAe A e st sessasasasasserereraresesesmeneann 4310

B. DIBEIBASES ...ttt oo e et e e e e e s e ettt h e a e et b b s h et e et Eeme e e ot tan et eenaessenteentteste b sheseneenen 4320

4. Balance, end Of PErod (FIOM HEM 3520) .. oo oo oot e s e et es ettt e eeeee e ee e eereon [433p]
OMIT PENNIES

See accompanying notes

378
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER Mufson Howe Hunter & Partners LLC as of 12/31/06

Exemptive Provision Under Rule 15¢3-3

25. If an exemption from Rule 15¢3-3 is claimed, identify below the section upon
which such exemption is based (check one onty)

A (K)Y (1)—$2,500 capital category @s per RUIE 15C3-T. ... ittt e e msme s seme s s essemes e s s baasesesbennes | 4550|
B. (k) (2)A)—"Special Account for the Exclusive Benefit of
CUSIOMETS” MAINLAINET ... et ee e e et e st e et eeeomtoeteoeme b e et oe ressaaes e s aseaa et aemmennenne st asbassaeasensenses X I 4560|
C. (k} (2)B)—All customer transactions cleared through another
brokeg-dealer on a fully disclosed basis. Name of clearing
firm 31 4335 4570
D. (k) (3}—Exempted by order of the CoOMMISSION ...co. e v e bbb e e ree e e eva e veen 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be
withdrawn within the next six months and accruals, (as defined below),
which have not been deducted in the computation of Net Capital.
Type of Proposed
withdrawal or Amount to be With- (MMDDYY) Expect
Accrual Insider or drawn (cash amount Withdrawal or to
See below for Outsider? and/or Net Capital Maturity Renew
code to enter Name of Lender or Contributor (In or Out) Value of Securities) Date (yes or no)
2 [s600] [4601] [4602 [ 4503 [4604] [ 4605]
33 4610] [4611] [4612] [4613] [4614] [4615]
34 |4620| I 4621 | | 4622| | 4623| |4624| [4625]
25 4630] 4831] [2837] [4533] |4534] [4635)
36 [4640] [4641] | 4642' [4643] [4644] [4645]
37 [a650] [4651] [ 4852] (4653 [4654] [ 4655
A [4660] [4661] [a662] [a863) [a664] [4688]
39 4670] 4671 [4872] [a873 [4674] 4675
@ [4680] [4681] [ 4682] [4683] [4684] | a685]
:1 |4690| I 4691' 4692' | 4693' |4694| |4695|
TOTAL $42 o [ 609l
OMIT PENNIES

Instructions: Detail listing must include the total of items maturing during the six month period following the
report date, regardless of whether or not the capital contribution is expected to be renewed. The
schedule must alse include proposed capital withdrawals scheduled within the six month
pericd following the report date including the proposed redemption of stock and payments of
liabilities secured by fixed assets (which are considered allowable assets in the capital computation
pursuant to Rule 15¢3-1(c2){iv)), which could be required by the lender on demand or in less
than six months.

WITHDRAWAL CODE: DESCRIPTION
Equity Capital
Subordinated Liabilities
Accruals

15¢3-1(c)(2)(iv) Liabilities

bl ol

See accompanying notes
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MUFSON HOWE HUNTER & PARTNERS, LLC
STATEMENT OF CASH FLOWS

Year ended December 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 48,891

Adjustments to reconcile net income to net cash
provided by (used for) operating activities

Warrants received in lieu of fee payments (35,191)
/ Net change in net realized value of warrants 6,464
| {Increase) decrease in
Fees receivable 3,982
Other assets (1,476)
Increase (decrease) in
Accounts payable and accrued expenses 7.871
Net cash provided by operating activities 30,541
CASH FLOWS FROM INVESTING ACTIVITIES
Net capitai withdrawal (9,020)
Net decrease in cash 21,521
CASH
Beginning of year 67,926
End of year $ 89,447

NON-CASH INVESTING AND FINANCING TRANSACTIONS

Warrants received in lieu of fee payments $ 35,191
Warrants distributed toc members $(12,561)

See accompanying notes




MUFSON HOWE HUNTER & PARTNERS, LLC
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

Mufson Howe Hunter & Partners LLC ("MHHP") is a wholly-owned subsidiary of Mufson Howe
Hunter & Company LLC ("MHHC™). MHHP is a broker-dealer registered with the Securities and
Exchange Commission and is a member of the National Association of Securities Dealers, Inc.
(NASD).

MHHP provides investment banking services to its clients located mainly in the Mid-Atlantic
region of the United States. These services include raising capital, providing consulting services
for merger and acquisition transactions and providing strategic advice to growth companies and
companies in transition.

Accounting Estimates

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

Concenfration of Credit Risk

Financial instruments which potentially subject MHHP to concentrations of credit risk consist
principally of cash and receivables. MHHP deposits its cash with its bank, which is a high credit,
quality financial institution. Attimes, these deposits may be in excess of the FDIC insurance limit.
Receivables are substantially from clients in the Mid-Atlantic region of the United States. MHHP
does not require collateral to support accounts receivable.

Fees Receivable

Fees receivable are stated at the amount management expects to collect from outstanding
balances at year-end. Management estimates that losses, if any, on outstanding balances will be
immaterial, based on its assessment of the financial condition and relationships with its clients.

Investments

Other investments consist of warrants to purchase common stock. There are no quoted market
prices available for these warrants and, therefore, they are stated at cost.

Revenue Recognition

Investment banking and other financial advisory fees generally consist of retainers and success
fees. Retainers are recognized as revenue in accordance with the terms of the engagement and
success fees are recognized as revenue predominantly when the transaction is completed or
closed. Expenses associated with such transactions are recognized as incurred.

Advertising Costs

Advertising costs are generally charged to operations in the year incurred and amounted to
$4,150 in 2006.




MUFSON HOWE HUNTER & PARTNERS LLC

NOTES TO FINANCIAL STATEMENTS

December 31, 2006

(2

(3)

4)

Income Taxes

MHHP is a limited liability company and a wholly-owned subsidiary of MHHC which is also a limited
liability company. For both federal and state tax purposes, LLC's are taxed as partnerships. All
income taxes on net eamings are payable by the members of the LLC and, accordingly, no
provision for income taxes is required.

OTHER INVESTMENTS

At December 31, 2006, MHHP had warrants to purchase 43,691 shares of stock in one of MHHP's
clients. These warrants are not traded on any exchange and there are no quoted market prices
available. As of December 31, 2006, these warrants have been written down to $16,166, their
estimated realizable value, which was determined by the Black Sholes option pricing model. The
amount of the write-down of $6,464 has been charged to operations in 2006.

COMMITMENTS

At present, MHHC is a holding company and all business is conducted through MHHP.
Consequently, MHHP and MHHC have agreed that MHHP is responsible for substantially all of the
operating expenses incurred by either entity. MHHC entered into a non-cancelable operating lease
for the offices of MHHC and MHHP. This lease expires in July 2012 and requires MHHC to pay
monthly its proportionate share of the operating expenses of the building. The future minimum rent
payments under this lease are as follows: $123,423 in 2007; $126,481 in 2008; $129,540 in 2009;
$132,598 in 2010; $135,657 in 2011 and $80,613 in 2012. MHHC and MHHP entered into a rent
allocation agreement whereby MHHP has agreed to make all required payments of the
aforementioned lease. This agreement is a one-year agreement which renews automatically at the
beginning of each year unless amended by mutual consent of the parties.

MHHC has also entered into five operating leases for office equipment which expire through
December 2008. MHHP has agreed to assume 100% of the costs associated with these leases.
Base lease and usage expenses in connection with these leases was $51,014 for the year ended
December 31, 2006. The future minimum lease payments in connection with these leases are as
follows: $48,422 in 2007; $19,919 in 2008 and $7,691 in 2009.

Furthermore, MHHC has entered into two licensing agreements for database access which expire
through November 2007. MHHP has agreed to pay all costs associated with these agreements. The
expense associated with these agreements was $64,922 for the year ended December 31, 2006.
The guaranteed payments due under these agreements are $16,500 due in 2007.

REGULATORY REQUIREMENTS

MHHP is exempt from the provisions of Rule 15¢c3-3 of the Securities Exchange Act of 1934 (reserve
requirement for broker/dealers) in that MHHP does not hold funds or securities for customers.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, MHHP
is required to maintain a minimum net capital, as defined, equal to the greater of $5,000 or 6-2/3% of
aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on a daily basis.
At December 31, 2006, MHHP had net capital of $42,696, which was $37,696 in excess of its
required net capital of $5,000.
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

To the Members
Mufson Howe Hunter & Partners LLC
Philadelphia, Pennsylvania

In planning and performing our audit of the financial statements and supplemental schedules of Mufson
Howe Hunter & Partners LLC ("MHHP"™), for the year ended December 31, 2006, 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 required by rule 17a-5(g)(1) of the Securities Exchange Commission ("SEC"), we have made a
study of the practices and procedures followed by MHHP 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 MHHP 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 MHHP in any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons and recordation of
differences required by rule 17a-13

2. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3

3. Complying with the requirements for prompt payment for securities under Section 8 of the Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve System

The management of MHHP is responsible for establishing and maintaining internal control and the
practices 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 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 internal control and the practices and procedures are to provide management with
reasonable but not absolute assurance that assets for which MHHP 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 U.S. 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 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, 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 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 MHHP’s practices and procedures were
adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the use of the 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 should not be used by anyone other than these specified parties.

Gonigp, mBiy | Bonghoty 2@

Philadelphia, Pennsylvania
February 19, 2007

END




