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OATH OR AFFIRMATION
I, Eric Howell , 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 Securities Group Corporation s
of December 31 ,2010 , are true and correct. I further swear (or affirm) that

as

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:

ERIC ENDE ' .
Notary Public, State of New York zﬁ- M

No. 01EN6162601 : :
Qualified in Nassau County Signature
Commission Expires March 12, 20 _/_/_

Notary Public

Chief Financial Qfficer
Title

This report ** contains (check all applicable boxes):
X] (a) Facing Page.
(b) Statement of Financial Condition.
(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.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. '
(g) Computation of Net Capital.
(h) Computation 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 date of the previous audit.

‘

O0FE O CEORORKNERR

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



KPMG LLP

345 Park Avenue
New York, NY 10154-0102

Report of Independent Registered Public Accounting Firm

The Board of Directors
Signature Securities Group Corporation:

We have audited the accompanying statement of financial condition of Signature Securities Group
Corporation (the Company), a wholly owned subsidiary of Signature Bank, as of December 31, 2010 and
the related statements of operations, changes in stockholder’s equity, 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 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 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, 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 Securities Group Corporation as of December 31, 2010 and the results of its
operations and its cash flows for the year then ended in conformity with U.S. generally accepted accounting

principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I and II 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 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.

KPme LLP

February 28, 2011

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“"KPMG International”), a Swiss entity.



SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Statement of Financial Condition
December 31, 2010

Assets

Cash and cash equivalents ($85,635 with the Parent)
Deferred tax asset, net

Receivable from broker-dealers

Premises and equipment, net

Due from affiliate

Other assets

Total assets
Liabilities and Stockholder’s Equity
Liabilities:
Accrued expenses payable
Due to affiliate
Total liabilities

Stockholder’s equity:
Common stock, $1 par value. Authorized 100 shares; issued and outstanding 60 shares

Additional paid-in capital
Accumulated deficit

Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to financial statements.

6,987,232
1,922,460
241,545
126,035
508,351
219,373

10,004,996

1,602,658
110,116

1,712,774

60
11,756,901
(3,464,739)

8,292,222

10,004,996




SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Statement of Operations
Year ended December 31, 2010

Revenues:
Commissions (including $6,644,467 from the Parent)
Consulting fees from Parent
Interest and dividends
Other income

Total revenues

Expenses:
Salaries and benefits
Data processing
Commissions
Occupancy and equipment
Insurance
Professional fees
Marketing
Depreciation
Interest
Other general and administrative

Total expenses
Income before income taxes

Income tax benefit

Net income

See accompanying notes to financial statements.

$

$

13,078,768
1,374,966
18,423
1,633,910

16,106,067

10,645,216
752,347
233,295
923,529

97,432
299,357
109,552

49,656

1,064
735,022

13,846,470

2,259,597
(1,759,720)

4,019,317




SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Statement of Changes in Stockholder’s Equity
Year ended December 31,2010

Additional
Common paid-in Accumulated
stock capital deficit Total
Balance at December 31, 2009 $ 60 11,106,609 (7,484,056) 3,622,613
Stock-based compensation — 650,292 — 650,292
Net income — — 4,019,317 4,019,317
Balance at December 31, 2010 $ 60 11,756,901 (3,464,739) 8,292,222

See accompanying notes to financial statements.



SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Statement of Cash Flows
Year ended December 31, 2010

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation on assets owned

Stock-based compensation expense

Changes in operating assets and liabilities:
Decrease in due from affiliate
Increase in receivable from broker-dealers
Deferred tax benefit
Decrease in other assets
Increase in accrued expenses payable
Decrease in due to affiliate

Total adjustments
Net cash provided by operating activities

Cash flows from investing activity:
Purchases of furniture and equipment

Net cash used in investing activity
Net increase in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information:
Income taxes paid during the year
Interest paid during the year

See accompanying notes to financial statements.

4,019,317

49,655
650,292

224,841
(95,371)
(1,922,460)
17,114
497,122
(157,962)

(736,769)

3,282,548

(10,575)

(10,575)

3,271,973
3,715,259

6,987,232

52,624
1,064
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SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Notes to Financial Statements
December 31, 2010

Organization

Signature Securities Group Corporation (the Company), a wholly owned subsidiary of Signature Bank
(the Parent), was incorporated in the State of New York on May 26, 2000. The Company is a registered
broker and dealer in securities under the Securities Exchange Act of 1934 and a member of the National
Association of Securities Dealers, Inc. The Company is subject to regulation and oversight by the
Securities and Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA).

Summary of Significant Accounting Policies

(@)

®

(©

@
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Basis of Presentation

The Company is engaged in a single line of business as a securities broker-dealer, which comprises
several classes of services, including riskless principal transactions, agency transactions, and
investment advisory services and consulting services.

The accompanying financial statements have been prepared from separate records maintained by the
Company, and may not necessarily be indicative of the financial condition and results of operations
which would have existed if the Company had been operating as an unaffiliated entity.

Cash and Cash Equivalents

The Company has defined cash and cash equivalents as highly liquid investments with original
maturities of less than three months that are not held for sale in the ordinary course of business.
These financial instruments are reflected in the statement of financial condition on a trade~date basis
and are recorded at fair value.

Cash and cash equivalents at December 31, 2010 primarily consisted of Fidelity U.S. government
money market funds of $6,987,232.

Commissions

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Interest and Dividends

Interest income and expense are recorded on an accrual basis. Dividend income is recorded on the
ex-dividend date.

Consulting Fees

Consulting fees for assembling Small Business Administration (SBA) loans into pools and record-
keeping services for those loans and pools are received from the Parent. The fees are calculated as a
percentage of the face amount of any pool assembled and are recorded as earned at the time of the
sale of all the interests in the pool by the Parent.

6 (Continued)
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SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Notes to Financial Statements
December 31, 2010

Income Taxes

The Parent files consolidated Federal, New York State, and New York City income tax returns. The
Company has entered into a tax allocation agreement with the Parent, whereby the Company
determines its Federal, state and local income tax on a separate company basis using the same
computational method as the consolidated group. Income tax expense consists of current and
deferred income tax expense (benefit). Deferred income tax expense (benefit) is determined by
recognizing deferred tax assets and liabilities for future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their
respective tax bases. The realization of deferred tax assets is assessed and a valuation allowance is
provided for that portion of the asset for which it is more likely than not that it will not be realized on
a separate company basis. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the year in which those temporary differences are expected to
be recovered or settled.

Depreciation

Depreciation is provided on a straight-line basis using estimated useful lives of five to ten years.
Leasehold improvements are amortized over the lesser of the economic useful life of the
improvements or the term of the lease.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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 the reported amounts of revenues and expenses during the reporting period. Actual
results could differ materially from those estimates.

Deposits

The Company maintains cash deposits of $100,000 at its clearing broker. This amount is classified as
a receivable from broker-dealers in the Company’s statement of financial condition.

Restricted Stock Compensation

The Company has allocated compensation expense on restricted shares awarded to SSG employees
from the Parent. The expense is recognized in our statement of operations for all stock-based
compensation awards over the requisite service period with a corresponding credit to additional
paid—in capital. Compensation expense is measured based on grant date fair value and is included in
salaries and benefits.

Fair Value Measurements

The Company adopted FASB requirements regarding fair value measurements, which:

Define fair value as the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants at the measurement date;

7 (Continued)
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SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Notes to Financial Statements
December 31, 2010

. Establish a framework for measuring fair value;
. Expand disclosures about instruments measured at fair value; and

. Establish a three-level hierarchy for fair value measurements based on the inputs used in the
valuation. The hierarchy provides the basis for certain of the new disclosure requirements which are
dependent upon the frequency of an item’s measurement at fair value (recurring versus
nonrecurring).

The three-level hierarchy prioritizes techniques used to measure the fair value of assets and liabilities,
based on the transparency and reliability of inputs to valuation methodologies. The three levels are defined
as follows:

Level 1 — Valuations are based on quoted prices in active markets for identical assets or liabilities.
Accordingly, valuation of these assets and liabilities does not entail a significant degree of judgment.
Examples include most U.S. government securities and exchange-traded equity securities.

Level 2 — Valuations are based on either quoted prices in markets that are not considered to be active or
significant inputs to the methodology that are observable, either directly or indirectly. Examples include
U.S. Agency securities, municipal bonds, corporate bonds, certain residential and commercial mortgage-
backed securities, deposits, and most structured notes.

Level 3 — Valuations are based on inputs to the methodology that are unobservable and significant to the
fair value measurement. These inputs reflect management’s own judgments about the assumptions that
market participants would use in pricing the assets and liabilities. Examples include certain commercial
loans, certain residential and commercial mortgage-backed securities, private equity investments, and
complex over-the-counter derivatives.

The Company has investments in money market funds which are valued utilizing quoted market prices and
are classified as Level 1 assets.

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission’s 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. At December 31, 2010, the
Company’s net capital was $5,289,971, which was $5,039,971 in excess of its required net capital of
$250,000.

The Company operates pursuant to the exemptive provisions of Section (k)(2)(ii) of the Securities and
Exchange Commission’s Computation of Reserve Requirements Rule 15¢3-3, and accordingly, all
customer transactions are cleared through National Financial Services LLC on a fully disclosed basis.

8 (Continued)
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SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Notes to Financial Statements
December 31, 2010

Incentive Savings Plan

The Company, with the Parent, has a 401(k) program under which employees may make personal
contributions of up to 60% of their pretax earnings by means of payroll deductions. The Company matches
100% of the first 3% of compensation contributed to the plan and 50% of the next 4% of compensation
contributed. The Company is allocated a portion of this expense based upon an overall benefits allocation
between the Company and the Parent.

Income Taxes

The Company and the Parent will file consolidated Federal, New York State, and New York City tax
returns for the year ended December 31, 2010. Additionally, the Company files other state and local
returns on a stand-alone basis. The Company has entered into a tax allocation agreement with the Parent.

The provision for income taxes of the Company is determined on a separate company basis using the same
computational method as the consolidated group. For the year ended December 31, 2010, the provision for
income taxes included $162,740 of local taxes and the reversal of a valuation allowance during the year of
$1,922,460. At December 31, 2010, the Company has a $110,116 payable to the Parent for its share of the

consolidated group’s tax expense.

At December 31, 2010, a net deferred tax asset resulted from net operating loss carryforwards as well as
temporary differences between the financial reporting amounts and tax bases of certain assets. The
components are set forth in the following table:

Deferred tax asset (liability):
Net operating loss carryforwards

(federal and state) $ 1,998,073
Unearned compensation 60,336
Depreciation (59,987)
Prepaid assets (75,962)

Net deferred tax asset $ 1,922,460

Management provided a valuation allowance for the entire net deferred tax asset in all periods prior to
December 31, 2010.The valuation allowance for deferred tax asset of $1,922,460 was reduced to zero
during the year ended December 31, 2010. Management concluded that a valuation allowance was no
longer necessary since it was more likely than not that the deferred tax assets would be utilized.
Management will continue to monitor the need for a valuation allowance going forward.

9 (Continued)
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SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Notes to Financial Statements
December 31, 2010

Stock Based Compensation

In March 2004, the Parent adopted the Signature Bank 2004 Long-Term Incentive Plan (the 2004 equity
incentive plan or the Plan) for grants to be made to participants, including officers, employees and
consultants. The 2004 equity incentive plan was subsequently amended and restated upon receiving
required shareholder approval at the 2008 Annual Shareholders Meeting held on April 17, 2008. The Plan
is designed to assist in attracting, retaining and motivating officers, employees, directors and/or consultants
and provides the Parent and its subsidiaries with a stock plan providing incentives directly related to
increases in shareholder value.

SSG employees participate in the Plan and compensation expense is allocated for restricted shares granted.
During the years ended December 31, 2010 and 2009, compensation expense of $650,292 and $323,510,
respectively, was recognized for restricted shares. Included in compensation expense for the year ended
December 31, 2010 was $120,875 from the December 13, 2010 accelerated vesting of restricted shares
originally scheduled to vest on March 22, 2011.

Related-Party Transactions

The Company acts as agent for and consultant to the Parent on the purchase, assembly, and sale of SBA
loans and pools. The Company is compensated for these services at arm’s length terms.

Financial Transactions

In the normal course of business, the Company’s client activities involve the execution and settlement of
various securities and financial instrument transactions through National Financial Services LLC. In
connection with these activities, a client’s unsettled trades may expose the Company to off-balance sheet
risk in the event the client is unable to fulfill its contracted obligations and the Company has to purchase or
sell the financial instruments underlying the contract at a loss.

As part of the Company’s securities and financial instrument transactions settlement activities, the
Company uses securities as collateral. In the event the client is unable to fulfill its contractual obligation,
the Company may be exposed to the risk of acquiring the securities at prevailing market prices in order to
satisfy its obligations. The Company controls this risk by monitoring the market values of financial
instruments pledged on a daily basis and by requiring adjustments of collateral levels in the event of excess
market exposure.

10



SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Computation of Net Capital for
Brokers and Dealers Pursuant to Rule 15¢3-1

December 31, 2010

Net capital:
Total stockholder’s equity qualified for net capital
Deductions and/or charges:
Nonallowable assets

Net capital before haircuts on securities positions
Haircuts on securities
Net capital

Computation of basic net capital requirement:
Minimum net capital required

Excess net capital

There are no material differences between this computation of net capital requirement and the
corresponding computation prepared by the Company for inclusion in its unaudited FOCUS Report

as of December 31, 2010.

See accompanying Report of Independent Registered Public Accounting Firm.
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Schedule I

8,292,222

(2,864,219)

5,428,003
(138,032)

5,289,971

250,000

5,039,971




_ Schedule I1
SIGNATURE SECURITIES GROUP CORPORATION
(A Wholly Owned Subsidiary of Signature Bank)

Computation of Reserve Requirements for
Brokers and Dealers Pursuant to Rule 15¢3-1

Year ended December 31,2010

The Company claims an exemption from rule 15¢3-3 as of December 31, 2010 based upon Section (k)(2)(ii).
Customer transactions are cleared through another broker/dealer on a fully disclosed basis.

See accompanying Report of Independent Registered Public Accounting Firm.
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KPMG LLP
345 Park Avenue
New York, NY 10154-0102

Report of Independent Registered Public Accounting Firm

The Board of Directors
Signature Securities Group Corporation:

In planning and performing our audit of the financial statements of Signature Securities Group Corporation
(the Company), as of and for the year ended December 31, 2010, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (internal 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 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 172-3(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:

1. Making the quarterly securities examinations, counts, verifications, and comparisons, and the
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.

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 propetly to permit the preparation of financial statements in
conformity with U.S. 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.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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A deficiency in internal control 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 and correct misstatements on a timely basis. A significant deficiency is a deficiency, or combination
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a timely basis.

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 internal 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, 2010, 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.

KP e LIP

February 28, 2011
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