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OATH OR AFFIRMATION

Stephen C, Shea
1, P , swear (or affirm) that, to the best of

my knowledge and beliel the accompanying financial statement and supporting schedules pertaining to the firm of

Signature Capital Securities LLC as

of December 31 L 20 07 , are true and correct. 1 fusther 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:

b F
.
— Signature ~
PRESIDENT
Title

Notary P

s (o]1I8]2012.

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Swatement of €hanpes irFimancial-Comdition. Cash Flows.

(e} Statement of Changes in Stockholders' Equity or Partners’ or Sole Proprietors® Capital.

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

{g) Computation of Net Capiial.

(h) Compuation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

(i) Information Relating to the Possession 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.

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

() An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

{n) A reportdescribing any material inadequacies found to exist or found to have existed since the dale of the previous audit.

U008 0 OOEROESREE

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

ACCOUNTANTS AND CONSULTANTS

u 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, 2007, and the related statements of income, changes in member's capital, 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

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
aboul 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 as of December 31, 2007, 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, in our
opinton, is fairly stated in all material respects in relation to the basic financial statements taken as a

MILLER, COOPER & CO., LTD.

Wity Gopunt. L

Certified Public Accountants

Northbrook, Iilinois
February 20, 2008

650 DUNDEE ROAD, SUTTE 250 « NORTHBROOK, IL 60062-2767
PHONE 847.205.5000 » FAX 847.205.1400 « e-mail mecltd@millercooper.com
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Signature Capital Securities LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2007

ASSETS

Cash
Prepaids and other current assets

Total assets

LIABILITIES AND MEMBER'S CAPITAL

Accounts payable and accrued expenscs
Total liabilities

Member's capital

133,774

50,454

184,228

44 889

44,889

139,339

184,228

The accompanying notes are an integral part of this statement.
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Signature Capital Securities LLC
STATEMENT OF INCOME
Year Ended December 31, 2007

Revenues and income
Commissions
Intercst and dividends

Expenses
Placement deal expenses $
Less reimbursements
Commuissions and employee compensation and benefits
Professional fees
Other operating expenses

OPERATING INCOME

Other income

NET INCOME

607,136

(729,192)

6,330,846

11,530

6,342,376

(122,056)
910,697
118,253

219,512

1,126,406

5,215,970

35,000

5,250,970

The accompanying notes are 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, 2007

Member's capital, beginning of year
Member's distributions

Net income

Member's capital, end of year

$

$

129,368

(5.240,999)

5,250,970

139,339

The accompanying notes are an integral part of this statement.
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Signature Capital Securities LLC
STATEMENT OF CASH FLOWS
Year Ended December 31, 2007

Cash flows from operating activitics
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Increase in asscls
Prepaids and other current assels
Decrease in liabilities
Accounts pavable and accrued expenses

Net cash provided by operating activities

Cash flows from financing activitics
Member’s distributions

Net cash used in financing activities
NET DECREASE IN CASH
Cash, beginning of year

Cash, end of year

$ 5250970

(10,499)
(22,706)

5,217,765

(5,240,999)

(5,240,999)
(23,234)
157,008

s__ 133774

The accompanying notes are an integral part of this statement.
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Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year Ended December 31. 2007

NOTE A - NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

L2

Nature of Operations

Signature Capital Securitics 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).

Commussion Revenue

Commissions eamned in connection with private placements are recognized at the closing of funds
raised.

Income Taxes

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

Use of Estimates

In prepaning financial statements, management is required 1o make estimates and assumptions that
affect the reported amounts of assets and habilitics, the disclosure of contingent assets and labilities
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 Secuntics and Exchange Commission {(SEC) Rule 15¢3-1, which requires
the maintenance of minimum nct capital and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. At December 31, 2007, the Company had net capital of
$87.865, which was $37,865 in excess of its required net capital of $50,000. The Company's net capital
ratiowas 051 o 1,

8-
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Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year Ended December 31, 2007

NOTE C - RELATED-PARTY TRANSACTIONS

The Company has agreements with certain individuals (the Affihates), who serve as the Company's
registered representatives, to pay certamn percentages of the Company's placement commission on funds
raised solely from investors originated and sold by the Affihates. Commission expense under these
agreements amounted to $233,161 for 2007. There were no amounts due to the Affiliates at December
31, 2007.

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 noncancellable operating lease agreement
that expires on August 31, 2009, requiring monthly payments of $3,929 the first year, with annual
escalating rents based on the Boston region Consumer Price Index.

The Company leases office space in Naples, Flonda, under a noncancellable operating lease agreement
that expires on September 30, 2010, requiring monthly payments of $8,500 the first year, with annual
escalating rents of $500.

The total mimimum rental commitment at Decemnber 31, 2007, is due as follows:

2008 $ 150,650
2009 140,933
2010 85,500

$ 377,083

Rent expense for the year ended December 31, 2007 was $140,911.

9.
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Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year Ended December 31, 2007

NOTE E - EXPENSE REIMBURSEMENTS

The Company 1s 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 rclated to each offering. Expense reimbursements aggregating $729,192 were received in
2007 from the underlying companies.

NOTE F - WARRANTS

The Company received warrants in connection with the private offerings in which it acted as the placement
agent. At December 31, 2007, the warrants entitle the Company to purchase up to the following number
of shares:

Expiration

Date of

Privale Number Exercisc Expiration Date

Offering of Shares Price of Warrants
Acoustic Technologies, Inc. The day before the 7th
Senes D Preferred Shares 06/27/05 137.468 § 1100 annmiversary 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  § 1.250 anniversary of final closing.
VIRxSYS Corporation The day before the 7th
Series G Preferred Shares 08/12/05 308,441 $ 1.250 anniversary of final closing.
VIRxSYS Corporation The day before the 7th
Series G Preferred Shares 09/14/05 17,753 § 1.250  anniversary of final closing.
Zounds, Inc. The day before the 71h
Class B Common Shares 04/01/07 347,117 $ 0.700 anniversary of final closing,
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Signature Capital Securities LLC
NOTES TO FINANCIAL STATEMENTS
Year Ended December 31, 2007

NOTE F - WARRANTS (Continued)

The expiration dates of the warrants could change if the underlying companies were to complete an imitial
public offering, as defined in the private placement offering memorandums. Management of the Company
has estimated that the warrants have no value at December 31, 2007.

NOTE G - CONCENTRATION OF CREDIT RISK

The Company maintains cash balances at a financial mstitution located in Naples, Florida. The balances

are insured by the Federal Deposit Insurance Corporation up to $100,000. Uninsured cash balances at
December 31, 2007 were $76,116.
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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, 2007

Total assets h 184,228
Less haircuts (1,020)
Less nonallowable assets (50,454)
Adjusted assets 132,754
Total liabilities (44,389)
Net capital 87,865

Minimum adjusted net capital required {greater of

6 2/3% of aggregate indebtedness ($2,992) or $50,000] (50,000)

Excess net capital $ 37,865
Aggregate indebtedness

Accounts payable and accrued expenses 5 44 889
Ratios

Aggrepate indebtedness to net capital 051to]l

There 1s no difference between the Company's computation of net capital per the December 31, 2007
FOCUS Report (Form X-17A-5) and the computation above. Therefore, a reconciliation of net capital is
not included.
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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, 2007

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.
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MILLER
CO@PER
&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 Securities LLC

In planming and performing our audit of the financial statements and supplemental schedules of Signature
Capital Securities LLC (the Company), as of and for the year ended December 31, 2007, in accordance
with auditing standards generally accepted in the United States of America, we constdered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing procedures
for thc 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 Secunities 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 includes 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 tndebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11) and for determinming
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;

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

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

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

The management of the Company is responsible for cstablishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management arc 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 intermal control and the practices and procedures are to provide management with
rcasonable 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 gencrally 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 or the practices and procedurcs referred to above, error
or fraud may occur and not be detected. Also, projection of any cvaluation 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, m the normal course of performing therr assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency 1s a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initate, authorize, record, process, or
report financial data rehably in accordance with generally accepted accounting principles such that there
15 more than a remote ltkelihood that a misstatement of the entity's financial statements that i1s more than
inconsequential will not be prevented or detected by the entity's internal control.

A material weakness 1s a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likehhood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of intermal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be matenal

weaknesses. We did not identify any deficiencies in intemal control and control activities for safeguarding
securities that we consider to be matenal weaknesses, as defined above.

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

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, 2007 to
meet the SEC's objectives.

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

MILLER, COOPER & CO., LTD.

Witd, Corpe 6o 0

Certified Public Accountants

Northbrook, [llincis
February 20, 2008

END
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