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OATH OR AFFIRMATION

1 Harvey Wall

, swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

as of

08/31./05 19 , are true and correct. I further swear (or affirm) that peither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solcy_ as that of
a customer, except as follows:
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01 SA6069891\3! Vork
Notary Public, Statc of New Yo! -
eruahfed in Kings County Tite
My Commission Expires 02/11/06

. Notary Public }} DOVL }005 ' | {
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is report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(¢) Statement of Income {Loss).

. {(d) Statement of Changes in Financial Condition,

(¢) Statement of Changes in Stockholders’ Equity or Panners’ or Sole Propnetor s 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.

() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

(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 con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{n) A report describing any material inadequacies found to exist or found to have exzsted since the date of the previous audit.

O0R & mnm&mm@&mng

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5{e)(3).
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Joseph Amundsen
Certified Public Accountant
67 Wall Street
New York, NY 10005
212/709-8250

Independent Auditor’s Report

Board of Directors
Capital Markets America, Inc.

I have audited the accompanying statement of financial condition of Capital Markets
America, Inc. as of August 31, 2005, 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. My responsibility is to express an opinion
on these financial statements based on my audit. :

I conducted my audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that I plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Capital Markets America, Inc. at August 31, 2005, 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.

My 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 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 and
Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied i in the audit of the basic financial statements and, in my opinion, is fairly stated in
all materjal régpects ih relation to the basic financial statements taken as a whole.

PAmundsen, CPA
ew York, New York
eptember 20, 2005

s



Capital Markets America, Inc
Statement of Financial Condition

August 31, 2005

Assets
Cash
Current assets

Furniture and fixtures, net
Stock investments at market
Security deposits

Total Assets

Liabilities and stockholders' equity

Accounts payable and accrued expenses
Income taxes payable
Current liabilities

Stockholders' equity

Common stock, 300 shares outstanding, $1 par value
1,000 shares authorized

Additional paid-in capital

Retained earnings

Total stockholders' equity

See accompanying notes to financial statements.

$ 10,514

10,514

7,260
354,000
4,800

376,574

5,967

5,967

1,300

562,776
(193,469)

370,607

$ 376,574



Capital Markets America, Inc.

For the Year Ended August 31, 2005

Revenues

Fee income
Capital gains

Total Revenues

Expenses

Rent

Office and supplies
Depreciation

Salaries and fees

Net Income before income taxes

Reserve for Income Taxes

Net Income

See accompanying notes to financial statements.

Statement of Income

$

$

160,000
254,050

414,050

27,104
102,548
2,838
109,108

241,598

172,452

602

171,850



Capital Markets America, Inc.

Statement of Changes in Stockholders' Equity

For the Year Ended August 31, 2005

Common
Stock

Balance at September 1, 2004 $ 1,300
Capital Contributions

Net Income

Balance at August 31, 2005 $ 1,300

Additional
Paid-in
Capital

$ 485,378

77,398

$ 562,776

See accompanying notes to financial statements.

Retained
Earnings

$ (365,319)

171,850

$ (193,469)



Capital Markets America, Inc
Statement of Cash Flows

For the Year Ended August 31, 2005

Cash flows from operating activities:
Net Income

Adjustments to reconcile net loss to net cash used by
operating activities:
(Increase) decrease in operating assets:
Depreciation
Computer equipment
Investments
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses
Total adjustments

Net cash provided by operating activities
Capital contribution
Cash and equivalents, beginning of year

Cash and equivalents, end of year

See accompanying notes to financial statements.

$ 171,850
2,838
(3,414)
(254,050)
717

(253,909)

(82,059)

77,398

15,175

$ 10,514



Capital Markets America, Inc.
Notes to Financial Statements
For the Year Ended August 31, 2005
1. Significant Accounting Policies

Capital Markets America, Inc., (the Company) is a broker dealer, registered with the
Securities and Exchange Commission and a member of the National Association of
Securities Dealers, Inc. The Company was incorporated in New York State on
September 28, 1993. The Company is a mergers and acquisitions broker and engages in
the private placement of securities to accredited investors only. No brokerage business
is conducted with the general public or with any other class of investor.

The Company prepares its financial statements on the accrual basis of accounting. Stock
investments are marked to market.

Income taxes are calculated on the liability method of accounting. The Company
reports its taxable income on the same basis for financial statement purposes and no
deferred tax liabilities arise. The Company has a net operating loss carryforward of over
$360,000 which will begin to expire in 2008..

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

2. Stockholders’ Equity

The Company is authorized to issue 200 shares of no par voting stock. The Company has
issued, and are outstanding 130 shares of common stock. The stock has a stated value of
$10. There was no change in common stock. An $77,398 additional paid in capital was
contributed to the Company for the year end August 31, 2005.

3. Net Capital Requirement

The Company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (SEC 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 August 31, 2005 the Company was in compliance with these
regulations '



5. Anti-Money Laundering Program.

The Company is required to have a program to actively prevent and prohibit money
laundering and any activity that facilitates money laundering or the funding of terrorist or
criminal activities. At August 31, 2005, the Company was in compliance with this
program.

6. Stock Investments

The Company had three licenses to practice on the Pacific Coast Exchange, which it held
as an investment. These licenses were converted to 3,000 shares (PCX) in 2004. In
January, 2005, Pacific Coast Exchange agreed to merge with Archipelago Exchange. As
of August 31,2005, these shares were bid at $118 on the Public Indication Board.



Capital Markets America, Inc
Compilation of Net Capital Under 15¢3-1 of the
Securities and Exchange Commission

August 31, 2005

Schedule 1
Total Shareholders' Equity $ 370,607
Less: Unallowable Assets (12,060)
Net Capital before Haircuts 358,547
Haircut on Securities (63,100)
Haircut on Undue Concentration (48,403)
Net Capital T 257,044
Minimum Net Capital required {5,000)
Excess net capital 252,044
Aggregate indebtedness : $ 5,967
Ratio Al to NC 29,

RECONCILIATION WITH COMPANY'S NET CAPITAL COMPUTATION

There is no material difference between the net capital computation as reported on Capital Markets
America, Inc. FOCUS report - PartllA as of August 31, 2005.



Capital Markets America, Inc.

Computation for Determination of the Reserve Requirements
And Information Relating to Possession or Control Requirements
For Brokers and Dealers Pursuant to Rule 15¢3-3
For the Year Ended August 31, 2005

The Company does not effect transactions for anyone defined as a customer under
Rule 15¢3-3. Accordingly, there are no items to report under the requirements of this

Rule.



Joseph Amundsen
Certified Public Acountant
67 Wall Street, #2211
New York, New York 10005
212/709-8250
212/943-2300(fax)
exbaker@juno.com

Independent Auditor’s Report of Internal
Accounting Control Required by SEC Rule 17a-5

To the Shareholders of
Capital Markets America, Inc.

In planning and performing my audit of the financial statements of Capital Markets
America, Inc., (the Company), for the year ended August 31, 2005, I considered its
internal control, including its anti-money laundering measures and control activities for
safeguarding securities, in order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the
internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
I have made a study of the practices and procedures that I considered relevant to the
objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (AI) 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.

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 of
disposition, and that transactions are executed in accordance with management’s
authorization and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraphs.

Because of the inherent limitations in internal control or the practices and procedures
referred to above, error or fraud may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk that they may become
inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate. My consideration of internal control would not necessarily
disclose all matters in internal control that might be material weaknesses under standards
established by the American Institute of Certified Public Accountants. A material
weakness is a condition in which the design or operation of the specific internal control
components does not reduce to a relatively low level the risk that error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, I noted no matters involving internal
control, including control activities for safeguarding securities, that I consider to be
material weaknesses as defined above.

I 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 my study, I believe that the Company’s practices and procedures were adequate at
August 31, 2005, to meet the SEC’s objectives.

This report is intended solely for the information and use of the management, the SEC,
NASD, and other regulatory agencies that rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered broker dealers, and is not intended

to be and shouwsed by anyone other than these specified parties.

September 20, 2005



