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KPMG LLP

345 Park Avenue

New York NY 10154-0102

Report of Independent Registered Public Accounting Firm

The Members

Neuberger Berman Management LLC

We have audited the accompanying statement of financial condition of Neuberger Berman Management

LLC as of December 31 2012 that is filed pursuant to Rule 17a-5 under the Securities Exchange Act of

1934 and the related notes to the statement of financial condition the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in

accordance with U.S generally accepted accounting principles this includes the design implementation

and maintenance of internal control relevant to the preparation and fair presentation of the financial

statement that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on the financial statement 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 statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statement The procedures selected depend on the auditors judgment including the assessment of

the risks of material misstatement of the financial statement whether due to fraud or error In making those

risk assessments the auditor considers internal control relevant to the entitys preparation and fair

presentation of the financial statement in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys internal

control Accordingly we express no such opinion An audit also includes evaluating the appropriateness
of

accounting policies used and the reasonableness of significant accounting estimates made by management

as well as evaluating the overall presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial

position of Neuberger Berman Management LLC as of December 31 2012 in accordance with U.S

generally accepted accounting principles

Lrp

February 28 2013

KPMG LLP Delaware lirnted lrablity partrrershp

the member firm of KPMG lnterrraPonal Cooperative

fKPtvlG Iritematiorral Swiss emit5



NEUBERGER BERMAN MANAGEMENT LLC

Statement of Financial Condition

December 31 2012

In thousands

Assets

Cash and cash equivalents 62436

Receivables

Receivables from affiliated funds 24304

Advisory and administrative fees receivable 1934

Commission advances 1881

Due from affiliates 428

Furniture equipment and leasehold improvements net of

accumulated depreciation and amortization of $312 195

Other assets 413

Total assets 91591

Liabilities and Members Capital

Liabilities

Accrued compensation 20699

Due to affiliates 17988

Distribution fees payable 9075

Due to affiliated funds 1194

Income taxes payable 2904

Other liabilities and accrued expenses 4635

Total liabilities 56495

Members capital 35096

Total liabilities and members capital 91591

See accompanying notes to the statement of financial condition



NEUBERGER BERMAN MANAGEMENT LLC

Notes to Statement of Financial Condition

December 31 2012

Dollars in thousands except where noted

Organization and Description of Business

Neuberger Berman Management LLC Delaware limited
liability company NB Management or the

Company is an indirect wholly owned subsidiary of Neuberger Berman Group LLC Delaware limited

liability company NB Group which is majority owned subsidiary of NBSH Acquisition LLC
Delaware limited liability company NBSH NB Management is registered limited purpose
broker-dealer registered investment adviser and commodity pool operator engaged principally in

providing distribution and investment advisory services to registered mutual funds which are part of the

Neuberger Berman mutual funds complex Mutual Funds NB Management has retained three affiliates

Neuberger Berman LLC Neuberger Berman Fixed Income LLC and Neuberger Berman Alternative

Investment Management LLC to act as sub-advisers with
respect to certain Funds

Summary of Significant Accounting Policies

Basis ofPresentation

The statement of financial condition has been prepared in accordance with U.S generally accepted

accounting principles GAAP The preparation of the statement of financial condition requires

management to make certain estimates and assumptions that affect the reported amounts of assets

and liabilities and disclosure of contingent liabilities at the date of the statement of financial

condition Although these estimates and assumptions are based on the best available information
actual results could be materially different from those estimates

Cash and Cash Equivalents

Cash and cash equivalents consist primarily of investments in money market funds of approximately
$62.4 million which funds are highly liquid and payable on demand

Commission Advances

Commission advances represent commissions paid to third party financial intermediaries in

connection with sales of certain classes of Mutual Funds that are capitalized as advanced

commissions

This asset is amortized over 12 month period which represents the period during which the

Company earns 12b-1 fees and can earn contingent deferred sales charge from the Mutual Funds

Securities Transactions

Securities transactions are recorded on trade date basis Securities owned and securities sold not

yet purchased are valued at market value or fair value as determined by management For the year
ended December 31 2012 investments in money market funds are valued using the year end quoted
net asset value per share



NEUBERGER BERMAN MANAGEMENT LLC

Notes to Statement of Financial Condition

December 31 2012

Dollars in thousands except where noted

Income Taxes

NB Management is limited liability company and is subject to the New York City unincorporated

business tax NYC UBT

NB Management complies with the Financial Accounting Standards Board FASB Accounting

Standards Codification ASC Topic Accounting for Uncertainty in Income Taxes which sets out

framework for management to use to determine the appropriate level of tax reserves to maintain for

uncertain tax positions This interpretation uses two-step approach so that tax benefit is only

recognized if position is more likely than not to be sustained and the amount of benefit is then

measured on probabilistic approach as defined in the ASC Topic The ASC Topic also sets out

disclosure requirements to enhance transparency of an entitys tax reserves

Fair Value of Firm Investments

Fair value is defined as the price at which an asset or liability could be exchanged in current transaction

between knowledgeable willing parties Where available fair value is based on observable market prices

or parameters or derived from such prices or parameters Where observable prices or inputs are not

available valuation models are applied These valuation techniques involve some level of management

estimation and judgment the degree of which is dependent on the transparency of the market and

complexity of the instrument

Assets and liabilities recorded at fair value in the statement of financial condition are categorized based

upon the level ofjudgment associated with the inputs used to measure the fair value GAAP provides for

the following three levels to be used to classify fair value measurements

Level Inputs are unadjusted quoted prices in active markets for identical assets or liabilities at the

measurement date

Level Inputs other than quoted prices included in Level that are either directly or indirectly

observable for the asset or liability through correlation with market data at the measurement date and for

the duration of the instruments anticipated life

Level Inputs reflect managements best estimate of what market participants would use in pricing

the asset or liability at the measurement date In making such estimates management includes among

other things assumptions of risk both the risk inherent in the valuation technique and the risk inherent in

the inputs to the model



NEUBERGER BERMAN MANAGEMENT LLC

Notes to Statement of Financial Condition

December 31 2012

Dollars in thousands except where noted

At December 31 2012 the Companys investments consisted solely of investments in money market funds

which are reported as cash and cash equivalents on the statement of financial condition

Level Level Level Total

In thousands

Money market funds 62400 62400

Total firm investments 62400 62400

Commitments and Contingencies

From time-to-time NB Management is involved in legal proceedings concerning matters arising in

connection with the conduct of its business NB Management recognizes liabilities for contingencies when
there is an exposure that when analyzed indicates it is both probable that liability has been incurred and
the amount of loss can be reasonably estimated When range of probable loss can be estimated NB
Management accrues the most likely amount If the amount is not determinable NB Management accrues
the minimum of the range of probable loss The Companys management believes based on currently
available information advice of counsel and established reserves that the eventual outcome of any such

proceedings in the aggregate will not have material adverse effect on NB Managements financial

condition

Capital Requirements

As limited purpose registered broker-dealer and member of the Financial
Industry Regulatory Authority

Inc FINRA NB Management is subject to the Securities and Exchange Commissions SEC Uniform
Net Capital Rule l5c3-1 NB Management has elected to calculate net capital under such Rule in

accordance with the alternative method which requires NB Management to maintain minimum net capital
as defined in an amount that is the

greater of $250000 or 2% of aggregate debit items arising from

customer transactions as defined in such Rule As of December31 2012 NB Management had net capital
of $29.8 million which exceeded the minimum net capital requirement by $29.6 million Based on

applicable regulatory requirements the Company may not withdraw equity capital if its net capital falls

below certain specified levels as defined

Employee Benefit Plans

Employees of NB Management along with employees of certain of its affiliated companies participate in

the NB Group 40 1k Plan Plan Matching and profit sharing contributions by NB Group are

discretionary NB Groups Board of Directors makes an annual determination whether NB Group will

provide matching contributions At December 31 2012 the NB Group Board of Directors agreed to make
matching and profit sharing contributions to the Plan for the benefit of certain participants in the Plan
including certain employees of the Company

Certain employees of NB Management participate in the NB Group Contingent Compensation Plan

Contingent Compensation Plan which was established in 2008 Other than with respect to death

disability or retirement allocations under the Contingent Compensation Plan may be forfeited should an



NEUBERGER BERMAN MANAGEMENT LLC

Notes to Statement of Financial Condition

December 31 2012

Dollars in thousands except where noted

employee no longer be employed by NB Management or an affiliated entity Initially NB Group will

measure any related compensation expense based on the fair value at the date of award and will allocate

the applicable expense to NB Management over the applicable vesting period as such term is defined in

the Contingent Compensation Plan At each subsequent reporting period until the award is settled the fair

value of the contingent compensation will be re-measured based on the current fair value of the award

granted

Income Taxes

The Company is partnership for U.S income tax purposes and because its principal place of business is

in New York City is subject to NYC UBT

As of December 31 2012 the Company had net deferred tax asset of $55.5 thousand included in other

assets on the statement of financial condition which consisted of the following

2012

Deferred tax asset

Reserves not currently deductible 0.2

Deferred compensation 54.1

Other 1.2

Deferred assets before valuation 55.5

Valuation allowance

Deferred tax asset net of valuation allowance 55.5

The Company assesses its risk associated with uncertain tax positions and records tax benefits for all
years

subject to examination based on the best information available at the reporting date For those positions

where it is more likely than not that tax benefit will be sustained the Company records the largest

amount of the tax benefit with greater than 50% likelihood of being realized upon ultimate settlement

with the tax authority For those positions where it is more likely than not that tax benefit will not be

sustained no tax benefit is recognized in the statement of financial condition During the period the

Company increased the gross amount of unrecognized tax benefits by $0.7 million which if recognized

would favorably impact the Companys effective tax rate The unrecognized tax benefits relate to the

deductibility of compensation related expenses At this time the Company does not expect any material

change in the unrecognized tax positions over the next twelve months

reconciliation of the beginning and ending balance of the unrecognized tax benefit is as follows



NEUBERGER BERMAN MANAGEMENT LLC

Notes to Statement of Financial Condition

December 31 2012

Dollars in thousands except where noted

Balance as of December 31 2011 1672
Additions based on tax positions related to

the current period 723

Balance as of December 31 2012 2395

Related Party Transactions

Due to affiliates of $18.0 million at December 31 2012 represents $11.2 million due to NB Group
$6.6 million payable to Neuberger Berman Services LLC and $0.2 million due to other affiliates

Subsequent Events

The Companys management has evaluated events occurring after the date of the statement of financial

condition subsequent events through February 28 2013 the date the statement of financial condition was
issued to determine whether any subsequent events necessitate adjustment to or disclosure in the statement

of financial condition

On February 20 2013 the members of NB Management authorized the Company to declare and pay
dividend in the amount of $30 million Such dividend was paid on February 26 2013


