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OATH OR AFFIRMATION

L, _Sima_Giriffith , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Aethlon Capital, LLC , as

of December 31 ,20 05 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:
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Notary Public

This report ** contains (check all applicable boxes):

D4 (a) Facing Page.

4 (b) Statement of Financial Condition.

[0 (c) Statement of Income (Loss).

[J (d) Statement of Changes in Financial Condition.

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

[0 (f Statement of Changes in Liabilities Subordinated to Claims of Creditors.

[0 (g) Computation of Net Capital.

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

O () Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

0 (1) An Oath or Affirmation.

OO (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.

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



AETHLON CAPITAL, LLC

STATEMENTS OF FINANCIAL CONDITION
December 31, 2005 and 2004

ASSETS
2005 2004
CASH $ 325635 $ 73147
COMMISSIONS RECEIVABLE 7,145 24,445
PREPAID EXPENSES 4,160 3,655
EQUIPMENT AND FURNITURE, NET 11,876 10,166
TOTAL ASSETS $ 55716 $__111.413
LIABILITIES AND MEMBER'S EQUITY

LIABILITIES
Accrued expenses $ 15493 §$ 19,169
MEMBER'S EQUITY 40,223 92,254
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 55716 $ 111413

See accompanying notes to financial statements.
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AETHLON CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS
December 31, 2005 and 2004

NOTE 1 - Summary of Significant Accounting Policies

Nature of Business
Aethion Capital, LLC (the Company) was formed in October 1996 as a limited liability company under
Chapter 322B of the Minnesota statutes. The Company will continue until October 30, 2026 unless
terminated prior to that time.
The Company is a' licensed securities broker-dealer and specializes in providing investment banking
services for public and private emerging growth companies. Services provided include private placement
of equity or debt, general corporate finance advisory services and investor relations.

The Company is a member of the Securities Investors Protection Corporation (SIPC) and the National
Association of Securities Dealers (NASD).

Cash

The Company maintains its cash in high quality financial institutions and money market mutual funds. The
balances, at times, may exceed federally insured limits.

Commissions Receivable

Commissions receivable are unsecured and do not accrue interest. No allowance for doubtful accounts is
considered necessary at December 31, 2005 and 2004.

Equipment and Fumiture

Equipment and furniture are being depreciated using straight-ine and accelerated rethods over
estimated useful lives of 5 to 7 years.

Revenue Recognition

The Company's revenues during 2005 and 2004 were derived from consuilting fees and commissions from
private placements. Consuiting fees are nonrefundable deposits received during the initial stages of a
private placement. Consulting fees are deductible against the total commissions to be received upon the
closing of a placement. Consuiting fees are recognized upon receipt. Commission revenue is recognized
at the time of the placement's closing.

Advertising

Advertising costs are charged to operations when incurred. Advertising expense was $7,931 and $2,969
for the years ended December 31, 2005 and 2004.

Income Taxes
The Company is a limited liability company for income tax purposes. Accordingly, these financial
statements do not include any provision for income taxes since the income and expenses are reported on

the individual income tax returns of the sole member and the applicable income taxes, if any, are paid by
the member.
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AETHLON CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS
December 31, 2005 and 2004

NOTE 1 - Summatry of Significant Accounting Policies (cont.) ?

Management's 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 amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and revenue and expenses during the reporting period. Actual results could differ
from those estimates.

NOTE 2 - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital 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 15 to 1. Net capital and the related net
capital ratio fluctuate on a daily basis. At December 31, 2005 and 2004, the Company had net capital of
$17,042 and $53,988 which was $12,042 and $48,988 in excess of its required net capital of $5,000. The
Company's net capital ratio was .91 fo 1 and .35 to 1 at December 31, 2005 and 2004.

No material differences exist between the net capital calculated above and the net capital computed and
reported in the Company's December 31, 2005 amended FOCUS filing. Per Rule 15¢3-3 of the Securities
and Exchange Commission Uniform Net Capital Rule, the Company is exempt under the (k)(2)(i)
exemption.

NOTE 3 - Equipment and Furniture

Equipment and furniture consisted of the foliowing at December 31:

2005 2004
Equipment and Furniture $ 36244 3 32,453

Less Accumulated Depreciation (24,368) (22.287)
_ $ 11876 $_ 10166

Depreciation expense was $2,081 and $466 for the years ended December 31, 2005 and 2004.

NOTE 4 - Employee Benefit Plan

The Company adopted a simplified employee pénsion plan in 1999. Contributions to the plan by the
Company are discretionary. Employer contributions were $2,188 and $- for the years ended December
31, 2005 and 2004.
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AETHLON CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS
December 31, 2005 and 2004

NOTE S - 5lgniﬁcant Customers

One customer accounted for 80% of total revenues for the year ended December 31, 2005. That same
customer accounted for 12% of total revenues for the year ended December 31, 2004. Two additional
customers accounted for approximately 73% of total revenues for the year ended December 31, 2004.

NOTE 6 - Leases

The Company entered into a noncancelable operating lease for office space. The lease expires May 2010
and requires monthly base rents of $2,702 which increase annually over the term of the lease to $2,866. in
addition, the Company is required to pay its pro rata share of the building's property taxes and operating
expenses. The Company also leases a vehicle under a lease that expires December 2006. Monthly rent
is $627. Total rent expense, including operating expenses, was approximately $49,000 and $45,200 for
the years ended December 31, 2005 and 2004.

Future minimum rental commitments are as follows for the years ending December 31:

2006 , $ 39,609
2007 33,200
2008 33,602
2009 34,182
2010 14,328

155,011

NOTE 7 - Contingency

During 2005, a former employee filed a claim against the Company for unpaid compensation. The former
employee has asked for a combination of cash and the assignment of warrants to settle her claim. The
claim is currently in the mediation process. As of December 31, 2005, no settiement had been reached.
The Company intends to defend itself in this matter. The potential liability or outcome cannot be
determined at this time. ' :
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