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OATH OR AFFIRMATION
1, )?Q. ’i(,(' V\"“V\”’\“M\AO , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
White  Nooapie Capint LLC , as
of vt‘ 8 conbaS 24 , 20 DL, | are true and correct. [ further 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:

i = ;
“ Signature
ll LINDA GETZONE vork
: Notary Public, State of New Yor
. Notary Public ' No. 01GE4851342
. Qualified in New York Couwly

This report ** contains (check all applicable boxesommission Expires April 17, »

7] (a) Facing Page.

K] (b) Statement of Financial Condition.
“ B (¢) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

[A (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
i (g) Computation of Net Capital.

O (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.
(i} 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.
O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
= (1) An Oath or Affirmation.
[0 (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.

**Eor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e){3).
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One Linden Place
Great Neck, NY 11021-2640
Tel (516) 829-0900

KAMLER, LEWIS & NOREMAN LLP Fax (516) 829-0906

Certified Public Accountants 81 Main Street
White Plains, NY 10601-1716

Tel (914) 997-0800
Fax (914) 948-2152

INDEPENDENT AUDITOR'S REPORT

Members and Directors of
White Mountain Capital, LLC

We have audited the accompanying statement of financial condition of White Mountain Capital as
of December 31, 2006, and the related statements of operations and members’ equity and cash flows
for the year ended December 31, 2006 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 gencrally 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 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 White Mountain Capital, LLC at December 31, 2006 and the results of its
operations and its cash flows for the year ended December 31, 2006 in conformity with accounting
principles generally accepted in the United States of America.

ik, Lot Ivean LS

Kamler, Lewis & Noreman LLP

February 13, 2007
Great Neck, New York




WHITE MOUNTAIN CAPITAL, LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2006
ASSETS
Cash and Cash Equivalents $ 398,164
Due from Clearing House 166,782
Due from Affiliates 48.655
Property and Equipment-Net (Note 2) 15,180
Prepaid Expenses and Other Assets 33.490
§ 662.271
LIABILITIES AND MEMBERS’ EQUITY
Liabilities:
Securities Sold, Not Yet Purchased, at Market Value $ 102,810
Accounts Payable and Accrued Expenses (Note 3) 203.639
306,449
Subordinated 1.oan Payable (Note 8) 200,000
Commitments and Contingencies (Notes 3,4,5,6,7,9, 10 and 11)
Members’ Equity 155.822
$ 662.271
See accompanying notes to financial statements.
2- KAMLER, LEWIS & NOREMAN LLP

Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
STATEMENT OF OPERATIONS AND MEMBERS’ EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Revenues:
Firm trading income, net $1,277,517
Commissions ' 1,016,530
Interest and dividends . 43.468
Total Revenues 2.337.515

Direct Expenses:

Compensation, payroll taxes and benefits 778,458
Commissions 423,209
Floor brokerage and clearance charges 612,980
Short dividends 84,584
Margin interest 13,347
Other operating expenses 679.483
Total Expenses 2,592,061
Net Loss (254,546)

Members™ Equity:

Beginning of Year 410,368
End of Year $ _155.822

See accompanying notes to financial statements.

KAMLER, LEWIS & NOREMAN LLP
-3- Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

Cash Flows From Operating Activities:

Net Loss $ (254,546)
Adjustments to reconcile net loss to cash:
Depreciation 6,256
Changes in assets and liabilities:
Decrease in deposits with clearing house 100,258
Decrease in due from clearing house 501,369
Increase in prepaid expenses and other assets (1,474)
Increase in accounts payable and accrued liabilities 36,013
Decrease in securities sold, not yet purchased, at market value (160.,855)
Decrease in bank overdraft (19.868)
Net Cash Provided By Operating Activities 207.153
Cash Flows From Investing Activities:
Acquisition of property and equipment (12.345)
Net Cash Used By Investing Activities (12,345)
Cash Flows from Financing Activities:
Proceeds from subordinated loan 200,000
Decrease in due from affiliates 3.356
Net Cash Provided by Financing Activities 203,356
Net Increase in Cash and Cash, End of Year $ 398.164

Supplemental Disclosure of Cash Flows Information
Cash Paid During the Period For:

Interest $ 14457

See accompanying notes to financial statements,

-4- KAMLER, LEWIS & NOREMAN LLP
Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

Note 1 - Summary of Significant Accounting Policies

Business Organization and Description

White Mountain Capital, LLC (the “Company™} is a securities broker and also earns commissions on sales of
subscriptions in Mutual Funds and Annuity Contracts. The Company also engages in proprietary trading of equity
securities. The Company’s customers are primarily located in the New York City metropolitan area. The
Company is registered with the Securities and Exchange Commission (SEC) and is a member of the National
Association of Securities Dealers, Inc. (NASD).

Cash and Cash Equivalents

The Company considers all highly liquid instruments purchased with maturities of less than three months at the
date of purchase to be cash equivalents.

Fair Value of Financial Instruments

The carrying amounts of the Company’s cash, marketable securities, accounts payable and accrued expenses
approximate their respective fair values at December 31, 2006.

Securities Transactions

Marketable security positions, which consist primarily of institutional mortgage-backed securities and asset-
backed securities, are valued at the lower of cost or market. Securities not readily marketable are valued at fair
value as determined by management.

Property and Equipment

Property and equipment are carried at cost. Depreciation is computed using the straight-line method at rates
adequate to allocate the cost of applicable assets over their expected useful lives. The cost of maintenance and
repairs 1s charged to income as incurred. Significant renewals and betterments are capitalized.

Impairment of Long-Lived Assets

The Company investigates potential impairments of its long-lived assets when evidence exists that events or
changes in circumstances may have made recovery of an asset’s carrying value unlikely. An impairment loss is
recognized when the sum of the expected undiscounted future net cash flows is less than the carrying amount of
the asset. No such losses have been identified.

Revenue Recognition

Generally accepted accounting principles require that trading profits and losses, commission income and related
expenses be recorded on a trade date basis unless the difference between trade date and settlement date is
immaterial. Agent placement fees are recognized in the period earned.

-5

KAMLER, LEWIS & NOREMAN LLP
Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2006

Income Taxes

The Company was organized as a limited liability company, and accordingly, no provision is required for federal
and state income taxes. Under the Internal Revenue Code and similar state regulations, the Company is treated
as a partnership and the income of the Company is taxed to the members.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and libilities and
disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Changes in such estimates may affect amounts reported
in future periods.

Guaranteed Payments to Members

Guaranteed payments to members that are intended as compensation for services rendered are accounted for as
expenses rather than as allocations of net income.

Note 2 - Property and Equipment - Net

Property and equipment consist of the following at December 31, 2006:

Furniture and fixtures $15,128
Computer equipment and software 17.432
32,560

Less: Accumulated depreciation 17.380
$.15.180

Depreciation charged to income was $6,256 during the year ended December 31, 2006.

Note 3 - Related Party Transactions

The Company is a member of a group of affiliated entities in the financial services industry. The Company earns
commission income from an affiliated investment partnership (IP) as well as from officers and employees of
companies in the affiliated group, and their family members. Inconnection with the Company’s broker agreement,
under certain circumstances, the Company also earns fees on the [P’s short cash balances held at the broker and
on the margin interest paid by the IP to the broker.

Balances and transactions with affiliates and other related parties are as follows:

Due from affiliates § 48,655
Commission income $ 220,000
-6- KAMLER, LEWIS & NOREMAN LLP

Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2006

Note 4 - Membership Interests

The Company’s membership interest consists of three classes. All classes share in the Company’s profits and
losses. Class A and B also have voting rights. Upon dissolution of the Company, each holder of Class B units
is entitled to receive, distributions equal to the total amount of initial capital contributed. The holders of Class
A units are entitled to the remaining assets.

Note 5 - Financial Instruments With Off Balance Sheet Risk

The Company is engaged in various trading and brokerage activities whose counterparties include primarily
broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill their obligations,
the Company may be exposed to risk. The risk of default depends on the credit worthiness of the counter party.
It is the Company’s policy to review, as necessary, the credit standing of each counterparty. The Company’s
exposure to risk associated with nonperformance of customers in fulfilling their contractual obligations pursuant
to securities transactions can be directly impacted by volatile trading markets which may impair a customer’s
ability to satisfy their obligations to the Company and the Company’s ability to liquidate the collateral at an
amount equal to the original contracted amount. The agreement between the Company and its clearing broker
provides that the Company is obligated to assume any exposure related to such nonperformance by its customers.
The Company seeks to contro} the aforementioned risks by requiring customers to maintain margin collateral in
compliance with the clearing broker’s internal guidelines. The Company monttors its customers’ activity by
reviewing information it receives from its clearing broker on a daily basis and requiring customers to deposit
additional collateral, or reduce positions, when necessary.

Note 6 - Securities Sold Short

The Company is subject to certain inherent risks arising from its activities of selling securities short. The ultimate
cost of the Company to acquire these securities may exceed the liability reflected in the financial statements. In
addition, the Company is required to maintain collateral with the broker to secure these short positions.

Note 7 - Leases

In November, 2005, the Company entered into an operating lease for office space in New York City, which expires
in June, 2007. The lease required minimum annual rentals. Future minimum annual rental under this lease is
approximately $32.000.

Rent expense for the year ended December 31, 2006 was $68,020 .

Note 8 - Subordinated Loan

In January, 2006 the Company entered into an agreement with its clearing broker for a $200,000 subordinated
Joan. The proceeds for the subordinated loan were received in March, 2006 and is included as part of the
Company’s net capital. The loan matures in March 2008 and bears interest, payable monthly, at the clearing
broker’s margin rate. At December 31, 2006 the interest rate was approximately 8.95%.

KAMLER, LEWIS & NOREMAN LLP
-7- Certified Public Accountants




WHITE MOUNTAIN CAPITAL, LLC
NOTES TO FINANCIAL STATEMENTS
(CONTINUED)
DECEMBER 31, 2006

Note 9 - Concentrations of Credit Risk

As a securities broker and dealer, the Company is engaged in various securities trading and brokerage activities
servicing a diverse group of domestic and foreign corporations, institutional and individual investors. A
substantial portion of the Company’s transactions are executed with and on behalf of institutional investors
including other brokers and dealers, mortgage brokers, commercial banks, U.S. governmental agencies, mutual
funds and other financial institutions. The Company’s exposure to credit risk associated with the nonperformance
of these customers in fulfilling their contractual obligations pursuant to securities transactions, can be directly
impacted by volatile securities markets, credit markets and regulatory changes.

Note 10 - Net Capital Reguirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (15¢3-1), which
requires the maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital, both
as defined, shall not exceed 15:1. The rule also provides that capital may not be withdrawn or cash dividends paid
if the resulting net capital ratio would exceed 10:1. At December 31, 2006, the Company had net capital of
$232,306, which was $132,306 in excess of its required net capital of $100,000. The Company's ratio of Aggregate
Indebtedness to Net Capital was to .88 to 1.

Note 11 - Contingencies

The Company is a party to various claims in the ordinary course of business. Management believes that the
aggregate impact of such claims, if any, will not have a material impact on the financial position, results of
operations, or liquidity of the Company.

On February 6, 2006, the Company was notified by the Regional Counsel of National Association of Securities
Dealers (NASD) that recommendation for formal disciplinary actions were forwarded to the NASD Department
of Enforcement for alleged membership violations arising initially out of a August, 2003 NASD examination.
This examination had been ongoing until May 2005. Disciplinary actions could result in fines and/or sanctions
against the Company and its principals. As of the date of this report one of the members was suspended from any
activity or contact with the firm for one month commencing the beginning of 2007. No additional disciplinary
actions have been taken by NASD Department of Enforcement against the Company or its principals.

The Company is cooperating with the NASD in its investigation. Although the outcome of this matter cannot be
predicted, the Company has recorded an accrual for such contingency which is included in accounts payable and
accrued expenses on the accompanying balance sheet and in other operating expenses on the accompanying
statement of operations and members equity.

Note 12 - Exemption

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of 1934, in
that the Company’s activities are limited to those set forth in the conditions for exemption appearing in
paragraph (K)(2)(ii) of the Rule.

-8- KAMLER, LEWIS & NOREMAN LLP
Certified Public Accountants




One Linden Place
Great Neck, NY 11021-2640
Tel (516) 829-0900

KAMLER, LEWIS & NOREMAN LLP Fax {516) 829-0906

Certified Public Accountants 81 Main Street
White Plains, NY 10601-1716

Tel {914) 997-0800
Fax (914) 948-2152

INDEPENDENT AUDITOR'S REPORT
ON SUPPLEMENTARY INFORMATION
REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

Members and Directors
White Mountain Capital, LLC

We have audited the accompanying financial statements of White Mountain Capital, LLC for the year ended
December 31, 2006 and have issued our report thereon dated February 13, 2007. Our audit was conducted for the
purpose of forming an opinion on the basic financial statements taken as a whole. The information contained in
Schedule [ on the following page is presented for purposes of additional analysis, and is supplementary
information required by Rule 17a-5 of 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 financial statements taken as a whole.

okl Tie b Hwrtme, &

Kamler, Lewis & Noreman LLP

February 13, 2007
Great Neck, New York




' WHITE MOUNTAIN CAPITAL, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
' OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

” Schedule 1

Net Capital:
m Total members' equity per statement of

financial condition $ 155,822
Subordinated Loan 200,000
m Total net capital and allowable subordinated hiability 355.822
Deductions - nonallowable assets:

Due from affiliate 48,655
Property and equipment, net 15,180

ll Other assets 33,490
Total nonallowable assets 97.325

II Haircuts on trading securities 26.191
Total Net Capital (Note 10) $ 232,306

Aggregate Indebtedness:

Accounts payable and accrued expenses 203.639
Total Aggregate Indebtedness $ 203.639

Computation of Basic Net Capital Requirement:

lu Minimum net capital required (6-2/3% of $203,639) § 13,577
Minimum dollar net capital requirement $ 100,000
'l Net capital requirement $ 100.000
m Excess net capital (Note 10) $ 132,306
Ratio of aggregate indebtedness to net capital (Note 10) 88 to |

-10-
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WHITE MOUNTAIN CAPITAL, LLC
RECONCILIATION PURSUANT TO RULE 17a-5(d)(4) OF
THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

Schedule 11
m Net Capital, as reported in the Company’s
December 31, 2006 FOCUS Report $ 283,980
" Audit adjustments relating to:

Net increase in loss resulting from accrual

Il for contingency reserve . (50,000)
Other (1.674)
Net Capital per this report (Schedule I) $ 232306

-11- KAMLER, LEWIS & NOREMAN LLP
Certified Public Accountants




One Linden Place
Great Neck, NY 11021-2640
Tel (516) 829-0900
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-§

Members and Directors
White Mountain Capital, LLC

In planning and performing our audit of the financial statements and supplemental schedule of White Mountain
Capital, LLC for the year ended December 31, 2006, we considered its internal control, including control activities
for safeguarding securities, in order to determine our auditing procedures for the purpose of expressing our opinion
on the financial statements and not to provide assurance on 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 White Mountain Capital, LLC including 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 17a-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 quarterly securities examinations, counts, verifications, and comparisons and recordation
of differences required by rule 17a-13

I

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

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer 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 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 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 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.

-12-
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY SEC RULE 17a-5
(CONTINUED)

Our 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, we noted no matters involving internal control,
including 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 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, NASD,
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.

Tl Hoia b Arinma. Ll
Kamler, Lewis & Noreman LLP

February 13, 2007
Great Neck, New York
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