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ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT
866 UNITED NATIONS PLAZA
NEw YORK, N.Y. 10017
(212) 751-6810
Fax (212) 731-G911

INDEPENDENT AUDITOR'’S REPORT

To the Board of Directors and
Members of

WHARTON CAPITAL MARKETS, LLC

| have audited the accompanying statement of financial condition of Wharton Capital Markets, LLC
as of December 31, 2006, and the related statements of income and expense, changes in
members’ capital, and cash flows for the year then ended. 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.

| conducted my audit in accordance with generally accepted auditing standards. 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 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. | 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 condition of Wharton Capital Markets, LLC as of December 31, 2006, and the results of
its operations and cash flows for the year then ended in conformity with generally accepted
accounting principles, on a basis consistent with that of the preceding year.

Also, | have examined the supplementary schedules on pages 6 and 7 and, in my opinion, they

present fairly the information included therein in conformity with the rules of the Securities and
Exchange Commission.

February 14, 2007

G Goene_




WHARTON CAPITAL MARKETS, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006

ASSETS
Current assets:
Cash $ 15,860
Total assets $ 15,860

LIABILITIES AND MEMBERS’ CAPITAL

Current liabilities:

Accrued expenses payable $ 6178
Total liabilities 6,178
Members’ capital:
Members' capital $ 9682
Total Members' capital 9682
Total liabilities and members' capital $_15,860

See notes to financial statements.
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WHARTON CAPITAL MARKETS, LLC
STATEMENT OF INCOME AND EXPENSE

FOR THE YEAR ENDED DECEMBER 31, 2006

Revenues:
Fee income $ 10,000
Total revenue 10,000
Expenses:
Employee compensation $ 30,000
Registrations and assessments 853
Professional fees 19,034
Insurance 364
Consulting fees 6,161
Other expenses | 3,386
Total expenses 59,798
Income {loss) before federal income tax (49,798)
Less: Federal income tax -0-
Net income (loss) ($_49,798)

See notes to financial statements.
3
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WHARTON CAPITAL MARKETS, LLC
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2006

Resources provided:

Increase in accrued expenses $ 3,357
Capital contributed 52,000
Total resources provided 55,357

Resources applied:

Net loss $ 49,798
Total resources applied 49,798
Increase 5,559
Cash - January 1, 2006 10,301
Cash - December 31, 2006 $15,860

See notes to financia! statements.
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WHARTON CAPITAL MARKETS, LLC
STATEMENT OF CHANGES IN MEMBERS’ CAPITAL

FOR THE YEAR ENDED DECEMBER 31, 2006

Members' capital, January 1, 2006 $ 7,480
Add:  Capital contributed 52,000
Less: Netloss (49,798)

Members' capital, December 31, 2006 $ 9682

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

FOR THE YEAR ENDED DECEMBER 31, 2006

Balance, January 1, 2006 $ -0-
increases and (decreases) -0-
Balance, December 31, 2006 $ -0-

See notes to financial statements.
5
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WHARTON CAPITAL MARKETS, LLC
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2006

1. ORGANIZATION:

Wharton Capital Markets, LLC (the “Company”) was organized as a limited liability
company under the laws of the State of New York on February 27, 1997. The Company is
registered as a broker-dealer with the Securities and Exchange Commission (“SEC’) and
is a member of the National Association of Securities Dealers, Inc. ("NASD"). The
Company provides investment banking and corporate finance services to domestic and
international companies.

The principal business of the Company is to act as placement agent in the private
placement of corporate securities in offerings exempt from registration under the
Securities Act of 1933, as amended (the “Act’). Placements of such securities are only
offered to accredited investors in accordance with the rules and the provisions of
Regulation D of the Act. The Company does not have any trading accounts, nor hold
cash or securities for or on behalf of any customers or clients.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Cash and Cash Equivalents — The Company defines cash and cash equivalents as cash
and short-term highly liquid investments having original maturities of 90 days or less. All
cash is on deposit with a major money center bank.

Use of Estimates ~ The preparation of the statement of financial condition is conformity
with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amount of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statement. Estimates, by their nature, are based on judgment and available
information. Management befieves that estimates utilized in preparation of the statement
of financial condition are prudent and reasonabte. Actual results could differ from those
estimates. Estimates that are particularly susceptible to change include assumptions used
in determining the fair value of investments.

ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT




Notes to financial statements continues-

Income taxes — The Company is treated as a partnership for federal and state tax
purposes, as each member is individually responsible for reporting income or loss as
required by federal and state tax regulations. The Company is subject to New York City
Unincorporated Business Tax (UBT) and has assessed its tax provision in accordance
with the Statement of Financial Accounting Standards No. 109, Accounting for Income
Taxes.

3. FAIR VALUE OF FINANCIAL INSTRUMENTS

Statement of Financial Accounting Standard No. 107, Disclosure About Fair Value of
Financial Instruments, requires the Company to report the fair value of financial
instruments, as defined. Substantially all of the Company's assets and liabilities are
carried at fair or contracted amounts, which approximate fair value.

4. RELATED PARTIES

Certain members of the Company are shareholders of Wharton Capital Corp. ("WCC”) and
Wharton Capital Pariners Ltd. ("WCP"). The Company's results of operations may not
necessarily be indicative of those which would have resulted had the Company operated
as a stand-alone entity.

5. NET CAPITAL REQUIREMENTS

The Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) under the
Securities and Exchange Act of 1934, 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, 2006 the Company had net capital of
$9,682, which is $4,682 in excess of its required net capital of $5,000. The Company's
ratio of aggregate indebtedness to net capital was 64 to 1. In January 2007, the
Company filed Part lIA of Form X-17A-5 {unaudited) and reported the same net capital of
$9,682.

ARNOLD G. GREENE
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WHARTON CAPITAL MARKETS, LLC
COMPUTATION OF NET CAPITAL

DECEMBER 31, 2006

Members' capital
Less: non-allowable assets
Net capital before haircuts

Less: haircuts

Net capital
Greater of:
Minimum dollar net capital required $5,000
or

Minimum net capital required: (6.67% of aggregate
indebtedness $6,177) 412

Excess net capital

AGGREGATE INDEBTEDNESS

Accounts payable and accrued expenses, efc.

Percentage of aggregate indebtedness to net capital

See notes to financial statements.
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WHARTON CAPITAL MARKETS, LLC
RECONCILIATION OF NET CAPITAL WITH FOCUS REPORT

DECEMBER 31, 2006

Net Capital per company's unaudited X-17A-5,

Part 1A Filing (Focus Report) $ 9,682
Audit Adjustments -0-
Net capital per audited report, December 31, 2006 $ 9,682

See notes to financial statements
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ARNOLD G. GREENE

CERTIFIED PUBLIC ACCOUNTANT
866 UNITED NATIONS PLAZA
NEW YORK, N.Y. 10017

(212) 731-6910
Fax (212) 751-6911

ACCOUNTANT’S REPORT ON INTERNAL ACCOUNTING CONTROL
To the Board of Directors and Members' of
WHARTON CAPITAL MARKETS, LLC

| have examined the financial statements of Wharton Capital Markets, LLC for the year ended
December 31, 2006 and have issued my report thereon dated February 14, 2007. As part of the
examination, | made a study and evaluation of the system on intemal accounting control to the
extent | considered necessary to evaluate the system required by the generally accepted auditing
standards and Rule 17A-5 of the Securities and Exchange Commission. This study and evaluation
included the accounting system, the procedures of safeguarding securities, and the practices and
procedures followed by the client (I} in making the periodic computations of aggregate
indebtedness and net capital under Rule 17A-3 (a} (11), the broker is exempt from compliance with
Rule 15¢3-3, and was in compliance with the conditions of the exemption, and no facts came to
my attention indicating that such conditions had not been complied with during the year (i) the
broker does not maintain customer accounts nor handle securities, and 1 have reviewed the
broker's practices for safeguarding securities that may be received by the broker for transmittal to
a clearing organization. Rule 17A-5 states that the scope of the study and evaluation should be
sufficient to provide reasonable assurance that any material weakness existing at the date of my
examination would be disclosed. Under generally accepted auditing standards and Rule 17A-3,
the purpose of such study and evaluation are to establish a basis for reliance thereon in
procedures necessary for expressing an opinion of the internal accounting control.

The objective of internal accounting control is to provide reasonable, but not absolute, assurance
conceming the safequarding of assets against loss from unauthorized use or disposition and
concerning the reliability of financial statements and maintaining accountability for assets. The
concept of reasonable assurance recognized that the cost of a system of intenal accounting
control should not exceed the benefits derived and also recognizes that the evaluation of these
factors necessarily requires estimated and judgments by management. However, for the purposes
of this report under Rule 17A-5, the determination of weakness to be reported was made without
considering the practicability of corrective action by management within the framework of a
cost/benefit relationship.
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There are inherent limitations that should be recognized in considering the potential effectiveness
of any system of internal accounting control. In the performance of most control procedures,
errors can result from misunderstanding of instructions, mistakes of judgment, carelessness, or
other personal factors. Control procedures whose effectiveness depends on segregation of duties
can be circumvented intentionally by management either with respect to the execution and
recording of transactions or with respect to the estimates, projection or any evaluation of internal
accounting control to future periods is subject to the risk that the procedures may become
inadequate because of changes in conditions or that the degree of compliance with the procedures
may deteriorate.

My study and evaluation of the system of interal accounting control for the year ended December
31, 2006 which was made for the purposes set forth in the first paragraph above and would not
necessarily disclose all weaknesses in the system that my have existed during the period,
disclosed no weaknesses that | believe to be material.

L) O e

February 14, 2007

1 EN:@
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