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OATH OR AFFIRMATION

I, STEFHEN C. SHEA , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
SIGNATURE CAPITAL SECURITIES, LLC as

of DECEMBER 131 , 2006 , are true and correct. 1 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:

e 1

/A
@. < b
Signature o~

(TRES 1 DON—
Title

pli
\ Notary Public I\,’} @/}8’/&0).9-—

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

@ (a) Facing Page.

[@d (b) Statement of Financial Condition.

d (c) Statement of Income (Loss).

Gl (d) Statement of Changes in Financial Condition.

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

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

0O (h) Computation for Determination of Reserve Requirements Pursuant to Rule ]15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.

O () AReconciliation, 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.

O Iy An Oath or Affirmation.

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

O (n) Areportdescribing any materia! inadequacies found 1o 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).
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MILLER
CO®PER
& Co.,Ltd

ACCOUNTANTS AND CONSULIANTS

INDEPENDENT AUDITORS' REPORT

The Member of
Signature Capital Securities LLC

We have audited the accompanying statement of financial condition of Signature Capital Securities LLC
as of December 31, 2006, and the refated statements of income, changes in member's capital, and cash
flows for the vear 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 financial statements referred to above present fairly, in all material respects, the
financial position of Signature Capital Securities LLC at December 31, 2006, and the results of its
operations and its cash flows for the year 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 financial statements taken as
a whole. The information contained on pages 13 and 14 is presented for purposes of additional analysis
and is not a required part of the basic financial statements, but is supplemental 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, m our opinion, 1s fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

MILLER, COOPER & CO., LTD.

m\ C)@ﬁﬂh’pc’-l‘{u'

Certified Public Accbuntants

Northbrook, Illinois
February 19, 2007

650 DUNDEE ROAD, SUITE 250 - NORTHBROOK, IL 60062-2767
FPHONE 847.205.5000 « FAX 847.205.1400 » e-mail meclid@millercooper.com
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Signature Capital Securities LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2006

ASSETS

Cash
Prepaids and other current assets

Total assets

LIABILITIES AND MEMBER'S CAPITAL

Accounts payable and accrued expenses
Total habilities

Member's capital

157,008

39,955

196,963

67,595

67,595

129,368

196,963

The accompanying notes arc an integral part of this statement.

4.
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Signature Capital Securities LLC
STATEMENT OF INCOME
Year ended December 31. 2006

Revenues and income

Commissions § 4,797376
Interest and dividends 7,750
4,805,126
Expenses

Placement deal expenses $ 503,630
Less reimbursements (304,059) 199,571
Commissions and employee compensation and benefits 783,093
Professional fees 122,075
Other operating expenses 101,895
1,206,634
NET INCOME ) $ 3,598,492

The accompanying notcs arc an integral part of this statement.
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Signature Capital Securities LLC
STATEMENT OF CHANGES IN MEMBER'S CAPITAL
Year ended December 31. 2006

Member's capital, beginning of year h) 62,739
Member’s distributions (3,531,863)
Net income 3,598,492

Member's capital, end of year $ 129 368

The accompanying notes are an integral part of this statement.
-6-
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Signature Capital Securities LLC
STATEMENT OF CASH FLOWS
Year ended December 31. 2006

Cash flows from operating activities
Net income $ 3,598,492
Adjustments to reconcile net income to net cash provided by operating activities
Increase in assets

Prepaids and other current assets (39,955)
Increase in liatlities
Accounts payable and accrued expenses 39,443
Net cash provided by operating activities 3.597.980
Cash flows from financing activities
Member's distributions (3,531,863)
Net cash used in financing activities (3,531,863)
NET DECREASE IN CASH 66,117
Cash, beginning of vear 90,891
Cash, end of vear $ 157.008

The accompanying notes are an integral part of this statement.
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Signature Capital Securities LL.C
NOTES TO FINANCIAL STATEMENTS
Year ended December 31, 2006

NOTE A - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

1. Nature of Operations

Signature Capital Securities LLC (the Company}) is a broker-dealer which acts as a placement agent
in connection with private placement transactions. The Company is a wholly-owned subsidiary of
Signature Capital LLC (the Parent).

2. Commission Revenue

Commussions earned in connection with private placements are recognized at the closing of funds
raised.

3. Income Taxes

The Company is a Limited Liability Company. Accordingly, net income 1s allocated and taxed to the
individual member. No income tax provision has been included in the determination of net income.

4, Use of Estimates

In preparing financial statements, management is required to make estimates and assumptions that
affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities
at 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.

NOTE B - MINIMUM CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commussion (SEC) Rule 15¢3-1, which requires
the maintenance of minimum net capital and requires that the ratio of agpregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2006, the Company had net capital of
$89.391, which was $39.391 in excess of its required net capital of $50,000. The Company's net capital
ratio was .76 10 1.

MiLLER CoopEr & Co., LTD.



Signature Capital Securities LLC
NQTES TO FINANCIAL STATEMENTS
Year ended December 31. 2006

NOTE C - RELATED-PARTY TRANSACTIONS

The Company has agreements with certain individuals (the Affiliates), who serve as the Company's
registered representatives, to pay certain percentages of the Company's placement commission on funds
raised solely from investors originated and sold by the Affiliates. Commuission expense under these
agreements amounted to $313,689 for 2006. There were no amounts due to the Affiliates at December
31, 2006.

The Company also has agreements with the Affiliates to issue a portion of incentive warrants the
Company receives in connection with the private offerings in which it acted as the placement agent (see
Note F), based upon funds raised solely from investors originated and sold by the Affiliates. In addition,
the Affiliates are entitled to receive an additional percentage of the total net warrants issued to the
Company.

NOTE D - LEASE COMMITMENT

The Company leases office space in Portland, Maine, under a moncancellable operating agreement
requiring monthly payments of $3,929 through August 31, 2009.

The Company leases office space in Naples, Florida, under a noncancellable operating agreement that
expires on November 17, 2007, requiring monthly payments of $4,200 the first year, with annual

escalating rents based on the Boston region Consumer Price Index.

The total minimum rental commitment at December 31, 2006, 1s due as follows:

2007 $ 01,250
2008 47,150
2009 31,433

5__169.833

Prior to June 2006, rent expense was allocated to the Company by the Parent. Beginning in June 2006, all
rent expense under these leases was paid by the Company. Rent expense for the year ended December 31,
2006 was $35.920.

MiLLER CoorEr & Co., LTD.




Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year ended December 31, 2006

NOTE E - EXPENSE REIMBURSEMENTS

The Company is entitled to receive expense reimbursement based upon the actual expenses and the
aggregate purchase price of all shares sold in connection with each private placement offering to cover
costs directly related to each offering. Expense reimbursements aggregating $304,059 were received in
2006 from the underlying companies.

NOTE F - WARRANTS

The Company received warrants in connection with the private offerings in which it acted as the placcment
agent. At December 31, 2006, the warrants entitle the Company to purchase up to the following number

of shares:
Expiration

Date of

Private Number Exercise Expiration Date

Offering of Shares Price of Warrants
Acoustic Technologies, Inc. The day before the 7th
Series D Preferred Shares 06/277/05 137,468 $ 1.100 anniversary of final closing.
Additech, Inc. The day before the 7th
Common shares 06/07/04 11,590 $ 1,000 anmversary of final closing.
VIRxSYS Corporation The day before the 7th
Series G Preferred Shares 07/13/05 816,853 $ 1250 anniversary of final closing.
VIRxSYS Corporation The day before the 7th
Series G Preferred Shares 08/12/03 308,441 $ 1250 anniversary of final closing.
VIRxSYS Comoration The day before the 7th
Series G Preferred Shares 09/14/05 17,753 $ 1250 anniversary of final closing.

The expiration dates of the warrants could change if the underlying companics were to complete an initial
public offering, as defined in the private placement offering memorandums. Management of the Company
has cstimated that the warrants have no value at December 31, 2006,

-10-
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Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year ended December 31, 2006

NOTE G - CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at a financial institution located in Portland, Maine. The balances
are insured by the Federal Deposit Insurance Corporation up to $100,000. Uninsured cash balances at
December 31, 2006 were $91,211,

-11-
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Signature Capital Securities LLC
COMPUTATION OF NET CAPITAL
UNDER RULE 15¢3-1 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

Total assets 5 196,963
Less hatrcuts (22)
Less nonallowable assets (39,955)
Adjusted assets 156,986
Total liabilities 67,595
Net capital 85,391

Minimum adjusted net capital required [greater of
6 2/3% of aggregate indebtedness ($4.506) or $50,000] 50,000

Excess net capital 5 39.391

Aggregate indebtedness

Accounts payable and accrued expenses $ 67,595
Ratios
Aggregate indebtedness to net capital 0.76 to |

There is no difference between the Company's computation of net capital per the December 31, 2006
FOCUS Report (Form X-17A-5) and the computation above. Therefore, a reconciliation of net capital is
not included.

13-
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Signature Capital Securities LLC
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
December 31, 2006

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and Exchange
Commission under paragraph (k)(2)(i), in that the Company carries no margin accounts; promptly
transmits all customer funds and delivers all securities received; does not otherwise hold funds or
securities for, or owe money or securities to, customers; and effectuates all financial transactions on
behalf of customers on a fully disclosed basis.

-14-
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MILLER
COPER
& Co.,Ltd

ACCOUNTANTS AND CONSULTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SECURITIES AND EXCHANGE COMMISSION RULE 17a-5

The Member of
Signature Capital Securnities LLC

In planning and performing our audit of the financial statements and supplemental schedules of Signature
Capital Securities LLC (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 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 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 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;

I. Making quarterly securities examinations, counts, verifications, and compansons and
recordation of differences required by Rule 17a-13

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

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

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 generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of the
practices and procedures listed in the preceding paragraph.

{Continued)
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The Member of
Signature Capital Securities LLC (Continued)

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 intemal control would not necessarily disclose all matters in intemal control that
might be material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness 1s a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that misstatements 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 the 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, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of 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.

MILLER, COOPER & CO., LTD.

W @«%wﬁf @,@L

Certified Public A€countants

Northbrook, Ninois
February 19, 2007
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