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OATH OR AFFIRMATION

w? // M’f?ézﬂ . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
F-L-E. CAPITAL ADUSORS, LLC. ' , as

Offz/'él&g/ﬂ? (DT YERR 2 (356 ) , 20 , 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:

NN/
)Y

Signature

FF IC'AL SHug "
Myra Matgous

Notary Public, Siai¢ of lilinois
My Comnnﬂswn bxp 111252007

Q%Mww Aato7

7 Nota’r ublic
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Q’/(a) Facing Page.

[} (b} Statement of Financial Condition.

& (c) Statement of Income (Loss).

B’/{d) Statement of Changes in Financial Condition.

{i¥" (¢) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.

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

[ (g) Computation of Net Capital.

b4 “(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 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
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" (1) An OQath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.
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To the Member of
E.L.K. Capital Advisors, LLC
Northbrook, lllinois

We have audited the accompanying statement of financial position of E.L.K. Capital
Advisors, LLC as of December 31, 2006 and the related statements of income, changes
in member's equity and cash flows for the period 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. Those standards require that we plan and perform our 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 E.L.K. Capital Advisors, LLC as of December 31, 2006,
and the results of their operations and their cash flows for the period then ended in
conformity with accounting principles generally accepted in the United States.

Qur audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules | and 1l is
presented for purposes of additional analysis and is not 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 respects in relation to the basic financial statements taken as

a whole.
/&@ML{) 7
; %J/

Certified Public Accountants

February 26, 2007

8707 North Skokie Boulevard o Skokie, lllinois 60077
tel: 847.676.2000 » fax: 847.676.2065 » www.slsf.com




E.L.K. CAPITAL ADVISORS, LLC
Statement of Financial Condition

December 31, 2006

ASSETS

Current Assets
Cash and equivalents
Accounts receivable
Prepaid expenses
Total Current Assets
Property and Equipment, at cost
Computers and equipment
Computer software
Furniture and fixtures
Less: Accumulated depreciation and amortization
Net Property and Equipment
Accounts Receivable

Total Assets
LIABILITIES AND MEMBER'S EQUITY
Accounts Payable and Accrued Expenses
Commitments and Contingencies - Notes 2, 5 and 7

Member's Equity

Total Liabilities and Member’'s Equity

$ 239,166
418,543
1,293

__ 659,002

11,497
1,308
929

13,735
2,722

11,013

59,125

$ 720140

$ 184,514

544,626

$ 729,140

The accompanying notes are an integral part of these financial statements.
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E.L.K. CAPITAL ADVISORS, LLC

Year Ended December 31, 2006

Revenues
Placement and consulting fees

Operating Expenses
Employee compensation and benefits
Regutatory fees
Other operating expenses
Total Operating Expenses
Operating Income
Other Income (Expense)
Interest income
Other, net

Total Other Income (Expense)

Net Income

Statement of Income

$ 1,149,349

558,299
6,280
337,684

902,263

247,086

7,079
486

7.565

$ 254,651

The accompanying notes are an integral part of these financial statements.
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E.L.K. CAPITAL ADVISORS, LLC
Statement of Changes in Member's Equity

Year Ended December 31, 2006

Total
Contributed Retained Member's
Capital Earnings Equity
Balance, January 1, 2006 $ 110,000 $ 579,975 $ 688,975
Net income 254,651 254,651
Distributions {400,000) (400,000)
Balance, December 31, 2006 $ 110,000 $ 434626 $ 544626

The accompanying notes are an integral part of these financial statements.
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E.L.K. CAPITAL ADVISORS, LLC
Statement of Cash Flows

Year Ended December 31, 2006

Cash Flows From Operating Activities

Net income $ 254,651
Adjustments to reconcile net income to net cash
provided by operating activities
Depreciation and amortization 2,039
(Increase) decrease in assets
Accounts receivable 43,314
Prepaid expenses (603)
Increase in hiabilities
Accounts payable and accrued expenses 176,711
Net Cash Provided By Operating Activities 476,112
Cash Flows From Investing Activities
Purchases of property and equipment {9,071)
Cash Flows From Financing Activities
Member distributions (400,000)
Net Increase In Cash and Equivalents 67,041
Cash and Equivalents
Beginning 172,125
End 3 239,166

The accompanying notes are an integral part of these financial statements.
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E.L.K. CAPITAL ADVISORS, LLC
Notes to Financial Statements

Year Ended December 31, 2006

Note 1 - Nature of Operations and Summary of Significant Accounting Policies

Business Activity

E.L.K. Capital Advisors, LLC (the Company} was organized as an lliinois Limited Liability
Company by its sole member, ELK Investments, Inc., to provide advisory and consulting
services related to capital raising activities and mergers and acquisitions for limited partnerships
and private equity funds throughout the United States. The Company is an independent
registered broker-dealer and a member of the National Association of Securities Dealers.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and fiabilities and disclosure of contingent assets and
liabilittes at the date of the financial statements and reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Revenue Recognition

Placement fees are recognized in accordance with terms agreed upon with each client and are
generally based on (1) a percentage of capital raised or (2) profit aliocated and management
fees earned by a client on funds received from investors introduced by the Company. Other
consulting fees are recognized as billed.

Cash Equivalents
The Company treats investments in highly liquid securities with an initial maturity of less than 90
days as cash equivalents.

Accounts Receivable

Accounts receivable are non-interest bearing uncollateralized obligations receivable in
accordance with the terms agreed upon with each client, which range from thirty days to two
years.

The carrying amount of accounts receivable is reduced by a valuation allowance that reflects
management’'s best estimate of the amounts that will not be collected. Management
individually reviews all delinquent accounts receivable balances and based on an assessment
of current creditworthiness, estimates the portion, if any, of the balance that will not be
collected. Generally, customer receivables are believed to be fully collectible; accordingly, no
allowance for doubtful accounts is reflected in the accompanying financial statements.

Property and equipment
Property and equipment are recorded at cost. Depreciation and amortization is computed using
the straight-line method over estimated useful lives of three to seven years.

fncome taxes

As a single-member fimited liability company, federal and state income taxes on earnings of the
Company are payable by its Member and, accordingly, no provision for income taxes is
reflected in the accompanying financial statements.




E.L.K. CAPITAL ADVISORS, LLC
Notes to Financial Statements

Year Ended December 31, 2006

Note 2 — Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(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 8 to 1 for the
first twelve months of operations, and 15 to 1 thereafter. At December 31, 2006, the Company
had net capital of $42,885, which was $37,885 in excess of its required net capital of $5,000.
The Company's indebtedness to net capital ratio was 4.87 to 1.0 at December 31, 2006.

Note 3 — Concentrations

The Company’s deposits with a single financial institution in Highland Park, lllinois at December
31, 2006 exceeded federally insured limits by approximately $139,000.

During 2006, 90% of the Company's revenues were earned from three clients. At
December 31, 2006, 92% of accounts receivable were due from two clients.

Note 4 — Employee Benefit Plan

The Company maintains a profit sharing and 401(k) plan covering all eligible employees, as
defined. The plan provides for contributions by the Company as annually determined by its
Member. The Company made contributions aggregating $58,000 for the year ended December
31, 2006.

Note 5 — Lease Commitment

The Company leases its office facility in Northbrook, lllinois pursuant to a sub-lease which
expires in September, 2007. Rent expense aggregated $28,255 for the year-ended December
31, 2006.

Note 6 — Related Party Transactions

Fees earned from a company in which the president owns approximately a 3% interest and
serves as a member of its Board of Directors, aggregated $135,000 during 2006. The
Company also paid approximately $22,000 for temporary employee services to the same
company during 20086.

Note 7 — Subsequent Events
Effective February 13, 2007, the Company settled a dispute with a former client. Pursuant to

‘he settlement, the Company received $250,000 in February, 2007 plus future contingent
considerations as defined in the agreement.




Supplemental Information
Pursuant to Rule 17(a)-5 of the
Securities Exchange Act of 1934

The accompanying schedute is prepared in accordance with requirements and general format of FOCUS
Form X-17 A-5.




E.L.K. CAPITAL ADVISORS, LLC
Schedule |
Computation of Net Capital Under Rule 156c3-1 of
the Securities and Exchange Commission Act of 1934

December 31, 2006

Net Capital

Total member's equity qualified for net capital $ 544626
Deduction for non-allowable assets:

Accounts receivable (477,668)
Prepaid expenses {1,293)
Fixed assets - net {11,013)

Net capital before haircuts 54,652

Less haircuts 11,767
Net capital 42 885
Minimum net ¢apital required 5,000
Excess net capital $ 37,885

Aggregate Indebtedness:

Liabilities $ 184,514
Ratio of aggregate indebtedness to net capital 4871t01.0

RECONCILIATION WITH COMPANY'S COMPUTATION OF NET CAPITAL INCLUDED
IN PART I|1A OF FORM X-17A-5 AS OF DECEMBER 31, 2006

No material difference exists between net capital as reported in FOCUS Part 1IA and net capital as
reported above.

See Independent Auditor's Report.
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E.L.K. CAPITAL ADVISORS, LLC

Schedule Il
Computation for Determination of the Reserve Requirements
Under the Securities and Exchange Commission Rule 15¢3-3 and
Information Relating to the Possession or Control Requirements Under
Securities and Exchange Commission Rule 15¢3-3

December 31, 2006

The Company is not required to file the above schedules as it is exempt from Securities and
Exchange Commission Rule 15c3-3 under paragraph K(2)(i) of the rule and does not hold
customers' monies or securities.

See Independent Auditor's Report. 9\[@
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