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OATH OR AFFIRMATION

I, Fred Goldman swear (or affirm) that, to the best of my knowledge and belief the accompanying financial statement and supporting scheduies
. pertaining to the firm of CC Securities LDC, as of December 31, 2005, 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.
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his report** contains (check all applicabie boxes):

Facing page. -

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Cash Flows.

Statement of Changes in Stockholders’ Equity or Partners' or Sole Proprietor's Capital.

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital. ,

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Information Relating to the Passession 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.

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

An Oath or Affirmation.

' A copy:of the SIPC Supplemental Report.

A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
Independent Auditor's Report on Internal Control.

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

Certified Public Accountants

Independent Auditor's Report

To the Member
CC Securities, LDC
Grand Cayman, Cayman Islands

We have audited the accompanying consolidated statement of financial condition of CC Securities, LDC (A Cayman
Islands Limited Duration Company) and subsidiaries {collectively, the “Company”) as of December 31, 2005, and the
related consolidated 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. 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
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the
financial position of CC Securities, LDC and subsidiaries as of December 31, 2005, and the results of their operations
and their cash flows for the ye ar 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 consolidated financial statements taken
as a whole. The information contained in Schedules |, Il and Ill is presented for purposes of additional analysis and
is not a required part of the basic consolidated 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 procedures applied in
the audit of the basic consolidated financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic consolidated financial statements taken as a whole.

Metadesy f allre, o

Chicago, llinois
January 26, 2006

McGladrey & Pullen, LLP is a member firm of RSM International -
an affifiation of separate and independent legal enfities.




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Consolidated Statement of Financial Condition
December 31, 2005

Assets

Receivables from broker-dealers
Securities owned, at fair value
Other assets
Total assets
Liabilities and Member's Equity
Liabilities ‘
Securities sold, not yet purchased, ai fair value
Accounts payable and accrued liabilities
Total liabilities

Member's Equity

Total liabilities and member's equity

See Notes to Consolidated Financial Statements.

21,265,960
5,698,082
584,898

27,548,940

1,794,118
37,000

1,831,118

25,717,822

27,548,940




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Consolidated Statement of Operations
Year Ended December 31, 2005

Revenues:
Net trading gains
Interest and dividend income

Expenses:
Commissions and other trading expenses
Employee compensation
Interest expense
Other expenses

Net income

See Notes to Consolidated Financial Statements.

$

1,871,215
623,239

2,494,454

244,813
235,804
46,536
34,249

561,402

$

1,933,052




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Consolidated Statement of Changes in Member's Equity
Year Ended December 31, 2005

Member's equity - December 31, 2004 $ 29,134,370
Capital contributions 1,650,400
Capital withdrawals {7,000,000)
Net income 1,933,052

Member's equity - December 31, 2005 $ 25,717,822

See Notes to Consolidated Financial Statements.




CC Securities, LDC
{A Cayman Islands Limited Duration Company)

Consolidated Statement of Cash Flows
Year Ended December 31, 2005

Cash Flows From Operating Activities
Net income
Adjustments to reconcile net income to net cash provided
by operating activities:
Change in unrealized gain in securities owned and
securities sold, not yet purchased
Changes in assets and liabilities:
Decrease in receivables from broker-deaters
Decrease in securities owned
Increase in other assets
Decrease in securities sold, not yet purchased
Decrease in management fee payable
Decrease in accounts payable and accrued liabilities
Net cash provided by operating activities

Cash Flows From Financing Activities
Proceeds from capital contributions
Payments for capital withdrawals
Net cash (used in) financing activities

Net change in cash

Cash:
Beginning

Ending

Supplemental Disclosure of Cash Flow information
Cash paid during the year for interest

See Notes to Consolidated Financial Statements.

$

1,933,052

(674,898)

5,613,943
9,086,632
(431,594)
(9,501,209)
(647,602)
(28,724)

5,349,600

1,650,400
(7,000,000)

(5,349,600)

$

105,860




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Notes to Consolidated Financial Statements

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: CC Securities, LDC (‘CC Securities”) was formed on March 9, 1997, and is a wholly owned
subsidiary of CC Investments, LDC (*CC Investments™). CC Securities is registered as a broker-dealer with the
Securities and Exchange Commission and is a member of the Philadelphia Stock Exchange. CC Securities wholly
owns three subsidiaries that were formed in 1999: Castle Creek Healthcare Partners LLC, Castle Creek Technology
Partners LLC and Castle Creek Venture Fund LLC. CC Securities and its subsidiaries are hereinafter referred to as
the “Company.” The Company and CC Investments are both Cayman Islands fimited duration companies that
engage in proprietary trading and investment activities and are hereinafter referred to as the “Operating Companies.”
The Company is exempt from registration with the Cayman Islands Monetary Authority under Section 44 of the
Mutual Funds Law {2003 revision). The Companies’ primary strategy involves making investments in small-
capitalization (*small-cap”) public companies.

Castle Creek Partners, LL.C ("Castie Creek”) serves as the investment manager to the Operating Companies. The
portfolio of the Company is currently concentrated in structured equity investments including convertible securities,
common stock and warrants and options to purchase common stock.

Trident Trust (Cayman Islands) Ltd. (the “Registered Office”) provides administrative services to the Operating
Companies.

The accompanying consolidated financial statements have been prepared in accordance with the accounting
principles generally accepted in the United States of America and include the accounts of CC Securities and its three
wholly owned subsidiaries. All intercompany transactions and balances have been eliminated in consolidation. A
summary of the significant accounting policies utilized by the Company is as follows:

Use of estimates: The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the amounts of assets and liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. The Company's estimates regarding the fair value of its
investments are significant estimates, and these estimates could change in the near term. Actual results could differ
from those estimates.

Receivables from brokers and dealers: Receivables from brokers and dealers represent primarily amounts due in
connection with the Company's trading activities.

Securities owned and securities sold, not yet purchased: Securities owned and securities sold, not yet purchased
are carried at market value, or at amounts that approximate fair value, as determined in accordance with the
respective Private Placement Offering Memoranda {the “Offering Memoranda™) of Castle Creek Fund, L.P. and
Castle Creek International, Ltd. (the two members of CC Investments).

All publicly traded securities are valued at the last reported sales price on the exchange or quotation system on which
the securities are principally traded. if there are no sales on such date, then market value is determined by the
average of the mean between the “bid” and “ask” prices at the close of trading on such date. Restricted stock is
valued at discounts to quoted prices as determined by management.

Corporate convertible securities are valued by Castle Creek and management using a methodology that initially
considers the securities’ relative conversion attributes, either fixed or variable, as well as conversion restrictions, if
any. Variable conversion further considers, among other things, negotiated discounts and look-back structures.
Warrants and over-the-counter options are valued based on the theoretical value determined by using a Black-
Scholes valuation model adjusted for liquidity and risk.




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Notes to Consolidated Financial Statements

Note 1. Nature of Business and Significant Accounting Policies (Continued)

Pricing of securities owned and securities sold, not yet purchased may be modified by Castle Creek and
management, at its sole discretion, under circumstances as provided for in the Offering Memoranda referred to
above. Modifications are made by Castle Creek to better reflect its estimate of fair value. When determining fair
value, Castle Creek considers the cost (proceeds) of the investment, developments since the investment, the sale
price of recently issued securities, the financial condition and operating results of the issuer, the long-term business
potential of the issuer, the quoted market price of securities with similar quality and yield and other factors generatly
pertinent to the valuation of investments. Because of the inherent uncertainty of valuations, the valuations estimated
by Castle Creek may differ significantly from the values that would have been used had a ready market for the
securities existed and the differences could be material.

Security transactions are recorded on a trade-date basis. Realized gains and losses are determined by specific
identification. The change in unrealized gain (loss) in securities owned and securities sold, not yet purchased is
included in net trading gains on the consolidated statement of operations. Dividend income is recognized on the ex-
dividend date, and interest income is recognized on an accrued basis.

Amounts receivable and payable for securities transactions that have not reached their contractual settlement date
are recorded net on the statement of financial condition.

Note 2. Securities Owned and Sold, Not Yet Purchased
Securities owned and sold, not yet purchased, consist of trading and investment securities at fair values, as follows:

Sold,
Not Yet
Owned Purchased
Equities $ 817,264 § 1,794,118
Corporate convertible securities 4,263,250 -
Warrants 617,568 -

$ 5698082 § 1,794,118

Note 3. Income Taxes

The Company is not subject to direct taxation in the Cayman Islands and, accordingly, income earned by the
Company is free of all Cayman Islands taxes. For U.S. tax purposes, the Company has elected to be disregarded as
a separate entity pursuant to Treasury Regulation Section 301.7701. The Company is treated as a branch of CC
Investments. CC Investments is treated as a partnership for U.S. tax purposes. Therefore, the Company does not
incur any federal taxes.




CC Securities, LDC
(A Cayman Isiands Limited Duration Company)

Notes to Consolidated Financial Statements

Note 4. Concentrations of Credit, Commitments and Off-Balance Sheet Risk

Since the Company does not currently clear its own securities transactions, it has established accounts with broker-
dealers for this purpose. This concentration of credit risk is mitigated by the obligation of the broker-dealers to
comply with rules and regulations which require the maintenance of net capital, as defined, and segregation of
customers' funds and securities from the holdings of the firm. The Company is required to maintain a balance of $1
million doltars with one of its carrying broker-dealers in conjunction with a joint back office agreement. The Company
was in compliance with the requirement at December 31, 2005.

The Company selis securities that have not yet been purchased (“short sales”). The Company is exposed to market
risk for short sales. If the market value of the securities sold short increases, the Company's obligation, reflected as
a liability, would increase and trading revenues would be reduced. To manage market risk, the Operating
Companies often hold securities, which can be used to settle these obligations, and monitors its market exposure
daily, adjusting positions when deemed necessary.

The derivative financial instruments traded by the Company are options, the value of which is based upon an
underlying asset. Options represent future commitments to purchase or sell other financial instruments at specified
future dates. These option contracts may be traded on an exchange or over the counter (*OTC"). Exchange traded
contracts have standardized terms while OTC contracts are negotiated between contracting parties.

The derivatives used by the Company are subject to various risks similar to those related to the underlying financial
instruments, including market and credit risk. The Company uses these instruments in the normal course of its
business to take proprietary trading positions and to manage exposure for loss due to market risk. The risks of these
contracts should not be viewed in isolation, but rather on an aggregate basis along with the Company's other
investing activities. The Company manages the risks associated with derivatives along with its proprietary activities
within its overall risk management framewaork.

Note 5. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC rule 15¢3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 1510 1. The rule also provides that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2005, the Company had
net capital of $21,216,696, which was $21,116,696 in excess of its required net capital of $100,000. The Company's
net capital ratio was .002 to 1.

Note 6. Consolidated Subsidiaries

The Company has $21,690,530 of equity in three wholly owned subsidiaries that is included as capital in the
computation of the Company's net capital at December 31, 2005. The Company files its FOCUS Report on a
consolidated basis. The net capital of the three wholly owned subsidiaries is included in the computation of the
Company’s net capital as the assets of the subsidiaries are readily available for the protection of the Company's
broker-dealers and other creditors as permitied by Rule 15¢3-1.




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Computation of Net Capital Under Rule 15¢3-1
December 31, 2005

Member's equity
Less:

Non allowable assets:
Securities owned
Other assets

Haircuts:

Securities owned

Net Capital

Required net capital - (the greater of $100,000 or 6-2/3% of
aggregate indebtedness)

Excess capital
Aggregate indebtedness

Ratio of aggregate indebtedness to net capital

Statement pursuant to Paragraph (d) of rule 17a-5:

$

3,453,271
572,708

475,147

25,717,822

4,501,126

21,216,696

100,000

21,116,696

37,000

.002to 1

There are no material differences between the amounts presented in the computations of net capital set forth
above and the amounts as reported in the Company’s Unaudited Part {I-A FOCUS report as of December 31,

2005, as amended on January 26, 2006.




CC Securities, LDC
(A Cayman Islands Limited Duration Company)

Computation for Determination of Reserve Requirements

Under Rule 15¢3-3
December 31, 2005
Schedule ll
Although the Company is not exempt from Rule 15¢3-3, it does not transact business in
securities with, or for, other than members of a national securities exchange and does not
carry margin accounts, credit balances or securities for any person defined as a “customer”
pursuant to Rule 17a-5(c)(4). Accordingly, there are no amounts reportable under these
sections.
Information Relating to Possession or Control Requirements
Under Rule 15¢3-3
December 31, 2005
Schedule Hll

Although the Company is not exempt from Rule 15¢3-3, it does not transact business in
securities with, or for, other than members of a national securities exchange and does not
carry margin accounts, credit balances or securities for any person defined as a “customer”
pursuant to Rule 17a-5(c)(4). Accordingly, there are no amounts reportable under these
sections.

10




McGladrey & Pullen

Certified Public Accountants

Independent Auditor's Report on Internal Control

To the Member
CC Securities, LDC
Grand Cayman, Cayman Islands

In planning and performing our audit of the consolidated financial statements and supplemental schedules of CC
Securities, LDC and subsidiaries {collectively, the “Company”) for the year ended December 31, 2005, we considered
its internal control, including controf 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 and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company, including tests of compliance with 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 under rule 17a-3(1)(11) and for determining compliance with 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 practices and procedures followed
by the Company in any of the following:

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

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

(3) Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regutation T of the Board of Governors of the Federal 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 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 the Company 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 accounting principles generally accepted in the United States of
America. Rule 17a-5(qg) lists additional objectives of the practices and procedures listed in the preceding paragraph.

A
McGladrey & Pullen, LLP is a member firm of RSM International -
an affiliation of separate and independent legal entities.




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 fo 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 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 one or more of the internal control
components does not reduce to a relatively low level the risk that misstatement 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 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 the Company's practices and procedures were adequate at December 31, 2005, to meet the SEC's
objectives.

This report is infended solely for the information and use of the Managing Member, 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 than these

specified parties.
%c% | / /AZ&,(/ L~

Chicago, lllinois
January 26, 2006
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McGladrey & Pullen

Certified Public Accountants

CC Securities, LDC

(A Cayman Islands Limited
Duration Company)

Consolidated Financial Report
December 31, 2005

McGladrey & Pullen, LLP is a member firm of RSM Internationat -
an affiliation of separate and independent legal entities.




