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(a) Facing Page.

(b) Statement of Financial Condition.
m/ {c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

(e} Statement of Changes in Stockholders’ Equity or Partners® or Sole Proprietors’ Capital.
g (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

’gs report ** contains {check all applicable boxes):

(g) Computation of Net Capital.
(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
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E (1} An Oath or Affirmation.
[J (m) A copy of the SIPC Supplemental Report. :
3 (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).




ANNUAL AUDITED REPORT

Signator Investors, Inc.
Years Ended December 31, 2006 and 2005




S T ay ey B = e

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.

ANNUAL AUDITED REPORT

DECEMBER 31, 2006
(Date)

SIGNATOR INVESTORS, INC.
(Name of respondent)

197 Clarendon Street, Boston, Massachusetts 02116
(Address of principal executive office)

Wendy Benson

President & Chief Operating Officer
Signator Investors, Inc.

197 Clarendon Street, 8th Floor
Boston, Massachusetts 02116

(Name and address of person authorized to receive notices and
communication from the Securities and Exchange Commission)




-

Signator Investors, Inc.
Annual Audited Report

Years Ended December 31, 2006 and 2005

Contents

Report of Independent Registered Public Accounting Firm ..o, 1
Financial Statements

Statements of Financial Condition.........c.evvevivniiiinnicninn e iessssnsssess e erneenes 2
Statements Of OPETALIONS .....covvviiiiiiiiiiiiiiierinreeese s e st eb s b s s 3
Statements of Changes in Shareholder’s EQUILY ..o 4
Statements Of Cash FIOWS.......cvovecieiieirirerrrrreienreersesereee s st s ssassns s s e snaas 5
Notes 10 FINAncial STalEMIENS. ..vc o vt s s ss s beeans 6

Supplemental Information

Schedule I — Computation of Net Capital Pursuant to Rule 15¢3-1 of

the Securities and Exchange Commission ..........ccoocivivrrim i 15
Schedule 11 — Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3 of the Securities and Exchange Commission..........ccoeeeeeeee. 16

Schedule III - Reconciliation of the Computation of Net Capital and Determination
of Reserve Requirements Pursuant to Rule 17a-5(d)(4) of the Securities andExchange
L003) 1108 11 13 Lo 1 OO O P PSPPI 18

Supplementary Report of Independent Registered Public Accounting Firm

Supplementary Report of Independent Registered Public Accounting Firm
on Internal Control Required by SEC Rule 178-5 ..o 19




=

d ERNST& ‘/()UNG g Ernst & Young up g Phone: (617) 266-2000
200 Clarendon Street Fax:  (617) 266-5843
Boston, Massachusetts 02116-5072 WWW.EY.COMm

Report of Independent Registered Public Accounting Firm

Board of Directors
Signator Investors, Inc.

We have audited the accompanying statements of financial condition of Signator
Investors, Inc. (the Company) as of December 31, 2006 and 2005, and the related
statements of operations, changes in shareholder’s equity, and cash flows for the years
then ended. 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 audits.

We conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material
misstatement. We were not engaged to perform an audit of the Company’s internal
control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the Company’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our
opinion.
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In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Signator Investors, Inc. at December 31, 2006 and
2005, and the results of its operations and its cash flows for the years then ended, in
conformity with U.S. generally accepted accounting principles.

Our audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules I, II, and III is
presented for purposes of additional analysis and is not a required 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 our 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,
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Signator Investors, Inc.

Statements of Financial Condition

Assets

Cash and cash equivalents

Restricted cash

Commissions, 12b-1, and advisory fees receivable
Accounts receivable

Due from affiliated companies (Note 3}
Investments (Note 2)

Prepaid expenses and other current assets
Deferred tax, net (Notes 2 and 5)

Furniture and equipment, net (Notes 2 and 4)
Total assets

Liabilities and shareholder’s equity
Accounts payable and accrued expenses
Commissions payable

Accrued compensation

Due to affiliated companies (Note 3)
Accrued nonqualified pension costs (Note 8)
Total liabilities

Shareholder’s equity

Common stock, par value $1.00 per share; authorized and

outstanding 1,000 shares
Additional paid-in capital
Accumulated deficit
Total shareholder’s equity
Total liabilities and shareholder’s equity

See accompanying notes.

December 31
2006 2005
{In Thousands)
$13,452 $16417
50 126
7,643 6,227
401 301
2,055 2,042
650 3
521 677
143 138
57 68
$24,972 $25,999
$ 2,598 $ 3,196
7,099 5,519
690 599
2,337 4,319
461 434
13,185 14,067
1 1
12,214 12,080
(428) (149)
11,787 11,932
$24,972 $25,999




Signator Investors, Inc.

Statements of Operations

.
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Year Ended December 31
2006 2005
{In Thousands)

Revenues
Selling commissions (Notes 2 and 3) $119,919 $158,029
Rule 12b-1 service fees (Notes 2 and 3) 19,047 15,965
Investment advisory services (Note 2) 18,899 14,819
Dividends and interest 1,577 1,001
Other 3,510 3,337

162,952 193,151
Expenses '
Selling commissions (Note 3) 134,752 168,885
Rule 12b-1 service fees (Note 3) 13,364 12,494
Other selling, general, and administrative expenses 12,396 9,584
Parent company service fees (Note 3) 2,626 1,940

163,138 192,903
Income (loss) before income tax expense (186) 248
Income tax expense (Notes 2 and 5) 93) (110)
Net income (loss) $ (279 $ 138

See accompanying notes.




Signator Investors, Inc.

Statements of Changes in Shareholder’s Equity

Total
Common  Additional Accumulated Shareholder’s
Stock  Paid-In Capital Deficit Equity
{In Thousands)

Balance at December 31, 2004 $1 $12,080 $(287) $11,794
Net income — - 138 138
Balance at December 31, 2005 1 12,080 (149) 11,932

Net loss - - (279) (279)
Capital contribution (Note 8) - 134 - 134
Balance at December 31, 2006 $1 $12,214 $(428) $11,787

See accompanying notes.



Signator Investors, Inc

Statements of Cash Flows

Year Ended December 31
2006 2005
(In Thousands)

Operating activities
Net income (loss) $ (279 $ 138
Adjustments to reconcile net income (loss) to cash

provided by (used in) operating activities:

Depreciation and amortization 11 24
Change in operating assets and liabilities:
Restricted cash 76 (64)
Commissions, 12b-1, and advisory fees receivable (1,416) (1,609)
Accounts receivable (100) (14)
Due from/to affiliated companies (1,861) 953
Prepaid expenses and other current assets 156 (180)
Deferred taxes, net 5 (1)
Accounts payable, accrued expenses, and
compensation (507) 2,381
Commissions payable 1,580 1,388
Accrued nonqualified pension costs 27 27
Net cash (used in) provided by operating activities (2,318) 3,043
Investing activities
Investments 647) -
Purchases of furniture and equipment - (56)
Net cash used in investing activities (647) (56)
Increase (decrease) in cash and cash equivalents (2,965) 2,987
Cash and cash equivalents at beginning of year 16,417 13,430
Cash and cash equivalents at end of year $13,452 $16,417

See accompanying notes.
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Signator Investors, Inc.
Notes to Financial Statements

December 31, 2006

1. Organization

Signator Investors, Inc. (the Company) is a registered broker-dealer under the Securities
Exchange Act of 1934 (the Act), and a registered investment adviser under the Investment
Advisers Act of 1940. The Company is a wholly owned subsidiary of John Hancock Financial
Network (JHFN), which is a wholly owned subsidiary of John Hancock Subsidiaries, LLC
(Subsidiaries), which is a wholly owned subsidiary of John Hancock Life Insurance Company
(JHLICO), which is a wholly owned subsidiary of John Hancock Financial Services, Inc. (John
Hancock), which is an indirect wholly owned subsidiary of Manulife Financial Corporation
(Manulife).

The Company is the retail broker-dealer for John Hancock’s career agency system, and offers
mutual funds, fee-based investment advisory products, limited partnerships, variable insurance
products, unit investment trusts, and general securities through John Hancock registered
representatives throughout the United States. A significant portion of the Company’s revenue is
derived from sales of financial products sponsored by Manulife, John Hancock, and their
subsidiarnes.

2. Significant Accounting Policies

Use of Estimates

The process of preparing financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions regarding certain
types of assets, liabilities, revenues and expenses, and disclosures. Such estimates primarily
relate to unsettled transactions and events as of the date of the financial statements, and during

the reporting period. Accordingly, upon settlement, actual results may differ from those
estimated amounts.

Fair Value of Financial Instruments

The carrying amounts of the financial instruments in the accompanying statements of financial
condition approximate fair value.

Cash and Cash Equivalents

The Company considers highly liquid investments with an initial maturity of less than three
months to be cash equivalents. These investments are recorded at amortized cost.



Signator Investors, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)
Restricted Cash

Restricted cash represents a required deposit held in escrow with the Company’s brokerage
clearinghouse.

Effective December 5, 2006, the Company is required maintain with a bank, at all times, deposits
in a “Special Reserve Bank Account for the Exclusive Benefit of Customers”, which is kept
separate from any other bank account of the Company. Such required deposits, if any, are based
on the computation required by Rule 15¢3-3 of the Act. At December 31, 2006, there was neither
a required cash deposit nor balance in the Special Reserve Bank Account for the Exclusive
Benefit of Customers,

Investments

In December 2006, the Company purchased investments in its new managed account platform,
Envestnet. The purpose of these investments is to ensure the correct reporting is being distributed
to customers. These investments are considered available-for-sale investments, and are being
carried at fair market value. As of December 31, 2006 the cost and fair market value of
investments was approximately $650,000, and there are no gains or losses on these investments
in 2006. As of December 31, 2006, the investments consisted of equity securities and mutual
funds with a market value of $245,500 and $404,500, respectively.

Furniture and Equipment

Furniture and equipment are recorded at cost and depreciated on a straight-line basis over their
estimated useful lives, which range from three to seven years. Leasehold improvements are
amortized on a straight-line basis over the shorter of the estimated useful lives or the term of the
lease. Costs associated with the development of new computer software systems or significant
enhancements to existing systems are capitalized and amortized over the remaining life of the
system. Expenditures for maintenance and repairs are charged to expense as incurred.
Expenditures for renewals and improvements that significantly add to productive capacity or
extend the useful life of an asset are capitalized. Upon retirement or sale, the asset cost and
related accumulated depreciation are removed from the accounts, and any gain or loss is credited
or charged against income.

Income Taxes

The operations of the Company are included with those of Subsidiaries in the filing of a
consolidated Federal income tax return. The Company has computed its income tax provision on
a separate entity basis using the liability method in accordance with SFAS No. 109, Accounting
for Income Taxes.



Signator Investors, Inc.

Notes to Financial Statements (continued)

2. Significant Accounting Policies (continued)

The income tax expense (benefit) is the estimated amount that will be paid by the Company to
Subsidiaries based upon a tax-sharing agreement.

Revenue Recognition

Selling commissions are recorded on the trade date. Rule 12b-1 service fees are asset-based
monthly fees and are recorded as earned. Investment advisory fees are recognized as earned in
the period in which the services are rendered.

Recent Accounting Pronouncements

On September 15, 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS
157). This standard, which provides guidance on how to measure fair values of assets and
liabilities, applies whenever other standards require or permit assets or liabilities to be measured
at fair value, but does discuss when to use fair value accounting. SFAS No. 157 establishes a fair
value measurement hierarchy that gives the highest priority to quoted prices in active markets
and the lowest priority to unobservable data, and requires fair value measurements to be
separately disclosed by level within the hierarchy. SFAS No. 157 will be effective for the
Company beginning January 1, 2008. The Company is still evaluating the impact SFAS No. 157
will have on its financial position, results of operations, and financial statement disclosures.

In June 2006, the FASB issued Financial Interpretation No. 48, Accounting for Uncertainty in
Income Taxes (FIN 48). FIN 48 prescribes a recognition and measurement model for impact of
tax positions taken or expected to be taken in a tax return, and provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disctosure, and
transition. FIN 48 requires evaluation of whether a tax position taken or expected to be taken on
a tax return is more likely than not to be sustained if challenged, and if so, evaluation of the
largest benefit that is more than 50% likely of being realized on ultimate settlement. Differences
between these benefits and actual tax positions result in either an increase in a liability for
income taxes payable or a reduction of an income tax refund receivable, or a reduction in a
deferred tax asset or an increase in a deferred tax liability, or both. FIN 48 requires recording a
cumulative effect of adoption in retained earnings as of beginning of year of adoption. FIN 48
will be effective for the Company beginning January 1, 2007. Adoption of FIN 48 is not
expected to result in a material impact on the Company’s financial position or results of
operations.
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Signator Investors, Inc.

Notes to Financial Statements (continued)

3. Related-Party Matters (continued)

products. Included in selling commission revenue and expense for the years ended December 31,
2006 and 2005 are $54,302,000 and $92,336,000, respectively, related to the distribution of these
JHLICO variable insurance products by the Company. The Company also distributes variable
annuity products issued by Manulife. Selling commission revenue and expense for these
Manulife products for the years ended December 31, 2006 and 2005 was $35,295,000 and
$37,250,000, respectively, which are included in selling commission revenues and expenses.

Leasing Arrangement

The Company leases office space from John Hancock as a tenant-at-will based on the percentage
of floor space occupied by the Company. Lease payments amounted to $616,000 and $567,000
for the years ended December 31, 2006 and 2005, respectively.

The Company also has an operating lease with John Hancock for out-of-state office space.
Minimum payments required for the out-of-state lease, which expires on August 31, 2007, are as
follows:

Year ending December 31, 2007 $59,000

We anticipate renewing our current out-of-state lease in 2007. Rent expense for the years ended
December 31, 2006 and 2005 was $90,000 and $78,000, respectively.

Due From/To Affiliated Companies

Due from affiliated companies at December 31, 2006 and 2005 includes $569,000 and $611,000,
respectively, of combined commissions and Rule 12b-1 service fee revenues due from Funds,
LLC, and amounts due from JHLICO under the RMD Agreement. Due from affiliated
companies at December 31, 2006 and 2005 also includes amounts due from JHLICO, Funds,
LLC, Manulife, and Subsidiaries.

John Hancock pays certain expenses of the Company directly and is retmbursed for these
services (parent company service fees). The Company also pays John Hancock for certain
insurance coverage. Due to affiliated companies represents expenses of the Company paid by
John Hancock, Advisers, John Hancock Signature Services, Inc. (Signature Services), an indirect
wholly owned subsidiary of Subsidianes, and Manulife on behalf of the Company.

Other Related-Party Matters

In order for the Company to obtain its fidelity blanket bond, Subsidiaries entered into an
indemnification agreement with the Company’s insurance carrier. This agreement covers certain
amounts in excess of the stated policy deductible.

10




Signator Investors, Inc.

Notes to Financial Statements (continued)

3. Related-Party Matters (continued)

As more fully defined in Note 8, the Company participates in a defined benefit pension plan, a
nonqualified pension plan, and a post-retirement benefit plan sponsored by John Hancock.

Certain officers and directors of the Company are officers, directors, and/or trustees of Advisers,
Funds, LLC, Signature Services, MFC Global Investment Management (U.S.) LLC, NM Capital
Management, Inc., Subsidiaries, JHLICO, The Berkeley Group, the Funds, and/or officers of
John Hancock and Manulife. Advisers, MFC Global Investment Management (U.S.} LLC, and
NM Capital Management, Inc. are subsidiaries of The Berkeley Group, and all are indirect
wholly owned subsidiaries of John Hancock.

4, Furniture and Equipment

Furniture and equipment are comprised of the following as of December 31:

2006 2005
{In Thousands)

Office equipment and computer software $ 1,098 $ 1,098
Furniture and fixtures 531 531
Leasehold improvements 54 54
1,683 1,683

Less accumulated depreciation and amortization (1,626) (1,615)
$ 57 $ 68

Depreciation and amortization expense for the years ended December 31, 2006 and 2005 is
$11,000 and $24,000, respectively.

5. Income Taxes

The significant component of the Company’s recognized deferred tax asset as of December 31 is
as follows:

2006 2005
(In Thousands)

Deferred tax asset: .
Pension obligation $143 $138

11




Signator Investors, Inc.

Notes to Financial Statements (continued)

5. Income Taxes (continued)

Significant components of income tax (expense) benefit for income taxes are as follows:

Year Ended December 31
2006 2005
(In Thousands)
Current:
Federal $172 $ (7D
State (270) (34)
Total current (98) (111)
Deferred:
Federal : 4 1
State 1 -
Total deferred 5 1
$ (93) $(110)

During the year ended December 31, 2006, the Company received a preliminary tax assessment
from a state taxing authority relating to a corporate tax audit for the years 2000 to 2002. Included
in current state tax expense for the year ended December 31, 2006 is a tax provision, net of
federal benefit, of $178,000 relating to this tax assessment.

The reconciliation of income tax (expense) benefit attributable to operations computed at the
U.S. Federal statutory tax rates to income tax expense is as follows:

Year Ended December 31
2006 2005
{In Thousands)

Tax at U.S. statutory rates $ 65 $ (87
State income taxes, net of Federal tax benefit 173) (22)
Nondeductible expenses, including meals and 20 (D

entertainment
Other (5) -
$ (93) $(110)

The Company received from Subsidiaries approximately $106,000 and $178,000 in Federal tax
benefits received during 2006 and 2005, respectively.

The Company also received from Subsidiaries approximately $0 and $117,000 in state tax
benefits received during 2006 and 2005, respectively.

12




Signator Investors, Inc.

Notes to Financial Statements (continued)

6. Net Capital

Pursuant to the net capital provision of Rule 15¢3-1 of the Act, the Company is required to
maintain a minimum net capital, as defined. The amount of net capital and the related net capital
ratio may fluctuate on a daily basis. At December 31, 2006 and 2005, the Company had net
capital, as defined, of $7,351,000 and $4,984,000, respectively. The minimum net capital
requirements at December 31, 2006 and 2005 were $879,000 and $938,000, respectively. The
Company’s net capital ratios were 1.79 to 1 and 2.82 to 1 at December 31, 2006 and 2005,
respectively, whereas the maximum allowable ratio was 15 to 1.

7. Contingencies

The Company is involved in certain legal proceedings that arise in the normal course of business.
Management believes the outcome of pending litigation will not have a material adverse effect
on the Company.

8. Employee Benefit Plans

All full-time employees of the Company participate in a defined benefit pension plan (the Plan)
sponsored by John Hancock. On January 1, 2002, the Plan was converted to a cash balance plan.
For each of the years ended December 31, 2006 and 2005, net prepaid pension plan costs of
$91,000 are recorded as prepaid expenses and other current assets on the statements of financial
condition because the fair value of the Plan assets exceeds the projected benefit obligation. There
was no pension expense for the Plan for the years ended December 31, 2006 and 2005,
respectively. Information reflecting the components of net periodic pension cost, the actuarial
present value of the benefit obligations and the funded status attributable to the Company’s
employees is not segregated within the Plan.

The Company participates in John Hancock’s nonqualified pension plan (the Non-Qualified
Plan). The Non-Qualified Plan is unfunded and provides certain management employees with
defined pension benefits in excess of limits imposed by Federal tax law and the Plan sponsored
by John Hancock. For the years ended December 31, 2006 and 2005, John Hancock allocated
$27,000 of pension expense to the Company for the Non-Qualified Plan in each of those years.
Accrued pension costs related to the Non-Qualified Plan of $461,000 and $434,000 at
December 31, 2006 and 20035, respectively, are included in the statements of financial condition.
Information reflecting the components of net periodic pension cost, the actuariai present value of
the benefit obligations attributable to the Company’s employees is not segregated within the
Non-Qualified Plan.

13




Signator Investors, Inc.

Notes to Financial Statements (continued)

8. Employee Benefit Plans (continued)

The Company participates in a defined benefit postretirement plan (the Post-Retirement Plan)
sponsored by John Hancock that provides medical, dental, and life insurance benefits to
employees with more than 15 years of service. The Post-Retirement Plan is unfunded. For the
years ended December 31, 2006 and 2005, John Hancock allocated $0 and $374,000,
respectively, of post-retirement expenses to the Company for the Post-Retirement Plan. No
accrued post-retirement benefit costs at December 31, 2006 and 2005, respectively, are included
in the statements of financial condition and are being reported by John Hancock. Information
reflecting the components of net periodic post retirement benefit cost, the actuarial present value
of the benefit obligations attributable to the Company’s employees is not segregated within the
Post-Retirement Plan.

Employees of the Company with more than six months of service may participate in a defined
contribution savings plan, The Investment-Incentive Plan for the Employees of John Hancock,
sponsored by John Hancock. The Company may make a discretionary matching contribution
equal to a percentage of the elective deferrals of each participant. The Company has made
elective matching contributions of 4% of the elective deferrals of each participant for the years
ended December 31, 2006 and 2005. The contributions were $110,000 and $98,000 for the years
ended December 31, 2006 and 20035, respectively.

The Company offers postretirement benefits related to severance, disability, life insurance, and
healthcare to be paid for inactive former employees. There was no liability recognized in the
financial statements for the years ended December 31, 2006 and 2005.

Certain employees of the Company also participate in the John Hancock 1999 Long-Term Stock
Incentive Plan, under which shares and options to purchase shares of John Hancock common
stock are granted. The exercise price of options is equal to fair market value at the date of the
grant. As a result of the merger with Manulife, all unvested stock options, as of the date of the
announcement of the merger on September 28, 2003, vested immediately prior to the closing
date and were exchanged for Manulife options. Subsequent to the merger, the Company
continues to incur compensation expense related to stock compensation issued by Manulife.
Through December 31, 2006, the Company was allocated compensation expense of $134,000, a
noncash capital contribution, as the result of stock or option grants under the plan.

14
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SCHEDULE I - COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION

SIGNATOR INVESTORS, INC.

DECEMBER 31, 2006

COMPUTATION OF NET CAPITAL
Total ownership equity (from statement of financial condition)

Deductions and/or charges:
Nonallowable assets:

Receivables over 30 days
12b-1 fees receivable in excess of 12b-1 fees payable
Advisory fees receivable in excess of related fees payable
Due from affiliated companies
Prepaid expenses, deferred income taxes, and other
Furniture and equipment
Unsecured debits

Total nonallowable assets

Net capital before haircuts on securities positions
Haircuts on securities

NET CAPITAL
AGGREGATE INDEBTEDNESS

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum net capital required (6 2/3% of aggregate indebtedness)

Minimum dollar net capital requirement
Net capital requirement (greater of above amounts)
Excess net capital

Ratio of aggregate indebtedness to net capital

(In Thousands,
except the ratios)

$11,787

64
1,032
2,055
1,115

57

15

4,338

7,449

98

$ 7,351

$13,185

$ 879

$ 250

$ 879

$ 6,472

1.79: 1
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SCHEDULE II - COMPUTATION FOR DETERMINATION OF RESERVE
REQUIREMENTS PURSUANT TO RULE 15¢3-3 OF
THE SECURITIES AND EXCHANGE COMMISSION

SIGNATOR INVESTORS, INC.
December 31, 2006
CREDIT BALANCES
Free credit balances and other credit balances in customers’ security accounts $0
Monies borrowed collateralized by securities carried for the accounts of customers 0
Monies payable against customers’ securities loaned 0
Customers’ securities failed to receive 0

Credit balances in firm accounts which are attributable to principal sales to
customers 0

Market value of stock dividends, stock splits, and similar distributions receivable
outstanding over 30 calendar days 0

Market value of short securities and credits (not to be offset by longs or by debits)
in all suspense accounts over 30 calendar days 0

Market value of short security count differences over 30 calendar days old 0

Market value of securities which are in transfer in excess of 40 calendar days and
have not been confirmed to be in transfer by the agent or the issuer during the 40

days 0
Total credits , 0
DEBIT BALANCES

Debit balances in customers’ cash and margin accounts, excluding unsecured
accounts and accounts doubtful of collection net of deductions 0

Securities borrowed to effectuate short sales by customers and securities borrowed
1o make delivery on customers’ securities failed to deliver 0

Failed to deliver of customers’ securities not older than 30 calendar days 0

Margin required and on deposit with the Options Clearing Corporation for all

option contracts written or purchased in customer accounts 0

Aggregate debit items 0
Less 3% (for alternative method only) 0
Total debits —$0
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SCHEDULE II - COMPUTATION FOR DETERMINATION OF RESERVE

REQUIREMENTS PURSUANT TO RULE 15¢3-3 OF

THE SECURITIES AND EXCHANGE COMMISSION (CONTINUED)

SIGNATOR INVESTORS, INC.

December 31, 2006

RESERVE COMPUTATION
Excess of total debits over total credits
Excess of total credits over total debits

If computation permitted on a monthly basis, enter 105% of excess of total credits
over total debits

Amount held on deposit in "Reserve Bank Account”, including value of qualified
securities, at end of reporting period

Amount on deposit (or withdrawal), including value of qualified securities

New amount in Reserve Bank Account after adding deposit or subtracting
withdrawal, including value of qualified securities

Date of deposit

$0

$0

N/A
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SCHEDULE IIT - RECONCILIATION OF THE COMPUTATION OF NET CAPITAL AND
DETERMINATION OF RESERVE REQUIREMENTS PURSUANT TO RULE 17a-5(d)(4) OF
THE SECURITIES AND EXCHANGE COMMISSION

SIGNATOR INVESTORS, INC.
December 31, 2006
There are no material differences between the computation of net capital under Rule 15¢3-1
included in this audited report and the computation included in the Company’s corresponding
unaudited Form X-17a-5, Part II A filing as of December 31, 2006.
Also, there are no material differences between the computation of reserve requirements under

Rule 15c3-3 included in this audited report and the computation included in the Company’s
corresponding unaudited Form X-17a-5, Part II A filing as of December 31, 2006.
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Supplementary Report of Independent Registered Public Accounting Firm
on Internal Control Required by SEC Rule 17a-5

Board of Directors
Signator Investors, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Signator Investors, Inc. (the Company), as of and for the year ended December 31, 2006, in
accordance with auditing standards generally accepted in the United States, we considered its
internal control over financial reporting (intemal control) as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s 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
consideration of control activities for safeguarding securities. This study included tests of
compliance with such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g), in the following;:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts, verifications, and comparisons, and
the recordation of differences required by Rule 17a-13

3. 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

4, 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 absclute, 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
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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.

Because of inherent limitations in internal control and 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.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a contro! deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control. A material weakness is a significant deficiency, or combination of
significant deficiencies, that results in more than a remote likelihood that a material misstatement
of the financial statements will not be prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in intemal control that might be
material weaknesses. We did not identify any deficiencies in internal control and 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, as described in the second paragraph of this report, were
adequate at December 31, 2006 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, National Association of Securities Dealers, Inc., 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.
W ) Z’Lfo
ERNST & @G LLP

February 23, 2007
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