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OATH OR AFFIRMATION

I, T.SCOTT JOHNSON , swear {or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

JSB PARTNERS, LP , as
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:

) BN
————
€ EDWARSD BRANCO / &”ﬁg/(;é .
Notary Pubiic S
e Commonweatth of Massachusetts 187‘11"6
; My Commission Expires PARTNER

JULY 14, 2011
Title

M Bt

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.

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

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 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.

(I) An Oath or Affirmation.

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

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

NEOROHEE

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BRACE & SUSSMAN, PLLC

Boood Dbl Lbcountonts

| 2 PARMENTER ROAD LONDONDERRY, NH 03053 TEL. (B0 437-1010
FAX (E03) 437-3676

Independent Auditor’s Report

- To the Partners’
JSB Partners, L.P.
Concord, MA

We have audited the accompanying consolidated statement of financial condition of JSB

- Partners, L.P., and its subsidiary (the Company) as of December 31, 2006, and the related
consolidated statements of income, changes in partners’ capital, and cash flows for the year
then ended that you are filing pursuant to rule 17a-5 of 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 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 prcscntatton We believe that our audit provides -
a reasonable ba51s for our opinion,

-‘In our opinion, the financial statements referred to above present fairly, in all material
* respects, the consolidated financial position of JSB Partners, L.P. and subsidiary at
" December 31, 2006, and the results of their operations and their cash flows for the year
~ thenended in confonnlty with accountmg 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 Schedules I and Il 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 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 rcspec’ts in relation to the basic financial statements taken as a whole.

W PLL'C'
Brace & Sussman PLLC .
Certified Public Accountants
Londonderry, New Hampshlrc

February 26, 2007



JSB PARTNERS, L.P.

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

ASSETS

Cash ,

Restricted cash

Receivable from customers

Receivable from non-customers

Prepaid expenses '

Non-marketable securities

Security deposits

Note receivable

Furniture and eq{lipment, at cost;‘less accumulated
depreciation of $95,201 '

Total assets. *

LIABILITIES AND PARTNERS' CAPITAL
Accounts payable aI_id aiccrued expenses
Income taxes payable - '
Payroli liabilities
Sales and use tax payable
Total liabilities
 Partners' capital

Total liabilities and partners' capital

The accom panyihg notes are an integral part of these financial statements.

$1,898,718
6,891
223,091
92,366
41,558
1,920
19,111
362,071

117681

$ 2,763,407

$ 147,810
1,489 -

906

50

" 150,255

2,613,152

$ 2,763,407




JSB PARTNERS, L.P.
CONSOLIDATED STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2006

Revenues:
Fee income ' | - $5,643,663
Interest income ' . " 35452
' 5,679,115
Expenses: B | ‘ :
 Employee compensation, guaranteed payments, and benefits 382,056
Consulting fees ‘ 300,863
Corr_lmﬁnications and data processing o - 106,640
Interest expense : - 36
Legal and professional fees ' _ 256,192
Occupancy expenses : 171,403
Other operating expenses : 436,457
© 1,653,647
Incorhe'(losé)_before income taxes 4,025,468
.Provisiori for trade and income taxes 1 6,485
Net income(loss) ' | 4,018,983
Other comprehensive income: _ :
Foreign currency translation adjustments , - (27,584)
Comprehensive income (loss) $ 3,991,399

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




JSB PARTNERS, L.P.
CONSOLIDATED STATEMENT OF CHANGES IN PARTNERS' CAPITAL

FOR THE YEAR ENDED DECEMBER 31, 2006

Partners' capital at beginning of year | : $ - 1,187,099
Net income(loss) - - ' o 3,991,399
Partners' dig:tributibns I , o ‘ (3,229,997) -
Partners' contributions | 700,000 -

. Subsériptidné recgivﬁble _ - . _ | h (40,000)
Foreign cun;ency translation adjustment. | 4,651
Partners’ c_apit;'ﬂ at epd' of year ' _ ' 3 2,613,152

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




" JSB PARTNERS, L.P.

CONSOLIDATED STATEMENT OF CASH_FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Cash flows from operating activities:
Net income (loss) ,
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation -
Interest on note receivable
(Increase) decrease in operating assets:
Increase in restricted cash
Decrease in receivables from customers
Decrease in receivables from non-customers
Increase in prepaid expenses
Increase in security deposits
Increase (decrease) in operating liabilities:
Increase in accounts payable and accrued expenses
Decrease in distribution payable
Decrease in payroll liabilities
Decrease in sales and use tax payable
Increase in income taxes payable

Total adjuétments
Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of fixed assets

Cash flows from financing activities:
" Contributions from partners
Distributions to partners’

Effect of foreign currency translation on cash

‘Net increase in cash :
Cash at beginning of year

Cash at end of year

$ 3,991,399
$ 31,705
(2,071)
(709)
549,018
8,610
(11,262)
(17,725)
28.592
(31,630)
(1,114)
" (56)
1,489
‘ 554,847
4,546,246
© (39.040)
300,000
 (3,229,997)
| (25.118)
1,552,091
346,627
$ 1,898,718

Non-cash transactions: During the year, the Compaﬁy accepted a new partner with a capital
contribution consisting of $360,000 note receivable and $40,000 subscription receivable.

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




JSB PARTNERS, L.P.
CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION

Cash paid during the year for:

Interest 7 . : ' : $ - 36
Income taxes ) , \ 4,996

Disclosure of accounting policy: o

~ For pﬁrpose_s of the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less'to be cash equivalents.

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




JSB PARTNERS, L.P.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2006

NOTE l- SIGNIFICANT ACCOUNTING POLICIES

The Company, a Delaware llrmted partnership, was organized in July 1999. The
partnership shall continue in existence until December 31, 2049, unless terminated at an
earlier date. It operates as a registered broker-dealer under the-Securities and Exchange
Act of 1934. The Company’s principle business is acting as financial advisors to Biotech
and Pharmaceutical companies in their acquisitions and merger efforts. '

Organizational Structure

The Partnership agreement provides for profits or losses from success fee revenues to be
allocated 50% to each individual Limited Partner responsible, .the second 25% to the
General Partner until its Preferred Capital Contributions Balance is zero, the remaining
 25% to the Genera! Partner. For non success fee revenues the profits or losses will be
allocated 70% to the Limited Partners and 30% to the General Partner,

Use of Estimates

_ The preparation 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 amount of assets and liabilities as of 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.

Principles of Consolidation

The accompanying financial statements include the accounts JSB Partners, L.P. and JSB .
Partners, Gmbh, a whelly owned German subsidiary. Significant Intercompany balances
- and transactions have been eliminated in consolidation. '



JSB PARTNERS, L.P.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2006

Translation of Foreign Currency

Assets and liabilities denominated in foreign currencies are translated at year-end rates of
exchange, while the income statement accounts are translated at average rates of exchange
for the year. Gains or losses resulting from foreign currency transactions are included in
net income. A foreign currency transaction loss of $27, 584 is included in net income for
the year ended December 31, 2006.

Restricted Cash

The Company has placed $6,891 in a term deposit account to serve as cash collateral for
standby letters of credit in connection with an operating lease.

Fixed Assets

Property and equipmeént are recorded at cost. The cost of maintenance and repairs are
charged to expense as incurred. Major improvements to property and equipment are
capitalized. Depreciation is computed using the straight-line method over the estimated
useful lives of the assets. Deprec;atlon expense for 2006 was $31,705.

Securities Transactions

Marketable securities are valued at market value, and securities not readily marketable are
valued at fair value as determined by management. These securities include investment
securities (a) for which there is not a market on a securities exchange or no mdependent
publicly quoted market, (b) that cannot be publicly offered or sold unless registration has
been effected under the Securities Act of 1933, or {(c) that cannot be offered or sold
because of other arrangements, restrictions, or conditions applicable to the securities or to
the Company. At December 31, 2006, these securities at estimated fair value consist of
equities valued at $1,920.




JSB PARTNERS, L.P.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2006

NOTE 2 - TAXES ON INCOME

The Company has chosen to be treated as a partnership for federal and state income tax
purposes. A partnership is not a taxpaying entity for federal or state income tax purposes.
Accordingly, no income tax expense has been recorded in the statements. All income or
losses will be reported on the individual members' income tax returns.

The German subsidiary is treated as a separate entity and is subject to trade and income
taxes. ' - ~ -

NOTE 3 - NET CAPITAL

As a broker dealer, the-Company is subject to the Securities and Exchange Commission’s
regulations and operating guidelines, which require the Company to maintain a specified
amount of net capital, 'as defined, and a ratio of aggregate indebtedness to net capital, as
derived, not exceeding 15 to 1. The Company’s net capital as computed under 15¢3-1, was
$1,748,463 at December 31, 2006, which exceeded required net capital of $10,017 by
$1,738,446. The ratio of aggregate indebtedness to net capital at Dccember 31, 2006 was
8. 6%

NOTE 4 - COMMITMENTS AND CONTINGENCIES

The Company has various non-cancelable operatmg leases on facilities requiring annual
payments as follows:

Fiscal Year Ending _ ' Amount
2007 B . § 28.666
Total o ' $ 2R.666

Rent éxpc_ﬁée fdr the yeai' ending December 3i, 2006 was $134,743. .




JSB PARTNERS, L.P.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

DECEMBER 31, 2006

NOTE 5 - ACCOUNTS RECEIVABLE

The Company considers accounts receivable to be fully collectible at year-end.
Accordingly, no allowance for doubtful accounts has been recorded.

NOTE 6 - NOTES RECEIVABLE

On November 30, 2006 the Cbmpany accepted a promissory note in the amount of
$360,000 with an annual interest-rate of 7% and a maturity date of October 31, 2009, as
part of the capital contribution from.a new limited partner.



" JSB PARTNERS, L.P.

SUPPLEMENTARY SCHEDULES

FOR THE YEAR ENDED DECEMBER 31, 2006




JSB PARTNERS, L.P.
SCHEDULE I

COMPUTATION OF AGGREGATE INDEBTEDNESS AND NET CAPITAL
PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2006
Total dwnership equity from statement of financial condition § 2,613,152
. Total nonallowable assets from statement of financial condition (864,689)
Net capital before haircuts on securities positions $ 1,748,463
Haircuts on securities | - -
Net'capital : $ 1,748,463
Aggregate indebtedness: ‘ .
Total AL liabilities from statement of ﬂngncial condition ‘ $ 150,255
Tot.al aggregate indebtedness _ ‘ 3 150,255
Percentage of aggregate indebtedness to net capital ' 8.6%

Computanon of basic net capital requirement: -
Minimum net capital required (6-2/3% of A1) _ . 3 10,017

Minimum doliar net capital requirement of reporting broker or dealer $ 5,000
" Net capital requirement . ) $ 10,017
Excess net capital . ’ _ $ 1,738,446

@

‘Excess net capital at 1000%

1,733,438




JSB PARTNERS, L.P.

RECONCILIATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

(X-17A-5)
AT DECEMBER 31, 2006
SCHEDULE I (CONTINUED)
FOCUS . _ ANNUAL
REPORT - ‘ FINANCIAL
PART 1A ' STATEMENTS
QUARTER ENDED . , AT
12/31/06 ADJUSTMENTS 12/31/06
COMPUTATION OF NET CAPITAL
Total ownership equity from , :
$tatement of financial condition $ =~ 2,261,498 $ 351,654 3 2,613,152

Deductions and/or charges:
Total nonallowable assets
from statement of financial

condition 512,196 352,493 864,689
Haircuts on securities B S - - .

Total deductions - - T 512,196 ' 352493 864,680

Netcapital  © . . § 1749302 $ (839)  $  1,748463




SCHEDULE 11
JSB PARTNERS, L.P.
COMPUTATION FOR DETERMINATION OF
~ RESERVE REQUIREMENTS FOR BROKER-DEALER UNDER
RULE 15¢3-3 OF THE SECURITIES EXCHANGE ACT OF 1934

DECEMBER 31, 2006

The Company is exempt from the reserve requirements of Rule 15¢3-3 as its transactions
. are limited such that they do not handle customer funds or securities, accordingly, the
computation for dctermmatlon of reserve requirements pursuant to Rule 15¢3-3 and
information relating to the possessmn or control requuement pursuant to Rule 15¢3-3 are
not appllcable




BRACE & SUSSMAN, PLLC

| 2 PARMENTER ROAD LONDONDERRY, NH 03053 : TEL., 18031 437-1910
. FAX (603 437-3676

TIndependent Auditor's Report on Internal
Accounting Control Required by SEC Rule 17a-5

To the Partners’
JSB Partners, L.P.

In planning and performing our audit of the consolidated financial statements and
supplemental schedules of JSB Partners, L.P. (the Company), 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 opmmn on the 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 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 and net capital'uﬁder rule 17a-3(a)(11) and for determining compliance with
“the exemptive provisions of rule 15c3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relating to customer securities, we
did not review the practlces and procedures followed by the Company in any of the
fo]lowmg -

1. Making quarterly securities examinations, counts, verifications, and
comparisons .

2. Recordation of differences required by rule 17a-13

‘3. Complying with the requirements of prompl payment for securities under
Section 8 of Federal Reserve Regulation T of the Board of Govemors of the
cheral Reserve System. :

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this resporisibility, 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 te 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 the Company has responsibility
are safeguarded against lqss from unauthorized use or disposition and that transactions are




executed in accordance with management’s authorization and recorded properly to permit
preparation of financial statements in conformity with general 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. '

Qur consideration of internal control would not necessarily disclose all matters in the
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 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, our study and evaluation disclosed that a lack of segregation of function exists.
Although this condition may be considered to be a material weakness in internal control,
it is a common condition in entities of this size. This condition was considered in
determining the nature, timing and extent of the procedures to be performed in our audit
of the financial statements of JSB Partners, LP for the year ended December 31, 2006 and
this report does not effect our report thereon dated February 26, 2007.

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 the Company’s practices and procedures were adequate at
December 31, 2006, to meet the SEC’s objectives.

This report is intended solely for information and use of the Board of Directors,
management, the Securities and Exchange Commission, The National Association of
Securities Dealers, Inc. 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 than these specified parties.

éxuuﬂf‘ Doadg o P

Brace & Sussman, PLLC
Certified Public Accountants
Londonderry, New Hampshire
February 26, 2007
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