v F

N 9

N A e

. 08025440 SECURITIES AND EXCHANGE COMMISSION OMB Number: 3235-0123

Washington, D.C. 20549 Expires: February 28, 2010
Estimated average burden

ANNUAL AUDlTéD REPGRTMF'F O enrhom§ger rasponse.. .. .. 12.00

PR T

FORM X-17A-5 SEC FILE NUMBER
PART 1lI FEB272008 (o, (s,
FACING PAGE WWashington, DC

Information Required of Brokers and Dealers Pursuant to Sgi@ion 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01-01-2007 AND ENDING 12-31-2007
MM/DDIYY MM/DD/IYY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: TCM CAPITAL, INC. QFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM [.D. NO.

153 O'NEILL STREET

(No. and Street)

SAN JUAN, PR 00918
(City) (Statc) (Zip Ceodc)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

—__ RAMON CANTERO-FRAU 787-2861-8880
(Arca Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

__CARBON
(Name — if individual, siate last, first, middle name)
PO BOX 270010 SAN JUAN PR 00927-0010
{Address) (City} (State) {Zip Codc)
CHECK ONE:

ROCESSED

B Certified Public Accountant

O Accountant not resident in United States or any of its possessions. THOMSON
FOR OFFICIAL USE ONLY 2

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statemeni of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

r?tentlall persons who are to respond to the collection of
nformation contalned Inthis form are not required to respond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.

|
O Public Accountant MAR 05 2008 /&&




OATH OR AFFIRMATION

-

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

TCM CAPITAL, INC. . . as
of DECEMBER 31 , 2007 , are true and correct. 1 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:

Affidavit # 377
Sworn and subscrubed before me by Ramon Cantero-Frau,

Puerto Rico, personally known to me this {if:jg%%ﬁéfg;:“z

ignature

Chairman and CEO
Title

) Notary Public

his report ** contains (check all applicable b\ofes): . N
(3 (a) Facing Page. ST T
X (b) Statement of Financial Condition. N~ S

(X (c) Statement of Income (Loss).

¥ (d) Statement of Changes in Financial Condition.
(e) Statement of Changes in Stockhelders’ 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.
O (i) Information Relating to the Possession or Control Requirements Under Ruie 15¢3-3.
0 () A Regonciliation, 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.
J (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
@ (1) An Oath or Affirmation.
O (m) A copy of the SIPC Supplemental Report.
@ (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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January 22, 2008

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of
TCM Capital, Inc.

We have audited the accompanying statement of financial condition of TCM Capital, Inc., as
of December 31, 2007, and the related statements of loss, changes in stockholders’ deficit,
changes in liabilities subordinated to claims of general creditors, 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 andit 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 other Company’s internal control over
financial reporting. Accordingly, we express no such opinion. 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 in the first paragraph present fairly, in all
material respects, the financial position of TCM Capital, Inc., 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.

Qur audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedule 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 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.




Independent Auditor’s Report
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Page 2

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern. As discussed in Note 7 to the financial statements, the Company
has suffered recurring losses from operations and has a net capital deficiency that raise
substantial doubt about its ability to continue as a going concern. The financial statements do
not include any adjustments that might result from the outcome of this uncertainty.

4/&%5%,(4{’

Carbonell & Co., LLP
Certified Public Accountants

License No. 211 Expircs Dec. 1, 2010
Stamp #2290389 of the P.R. Society of
Certified Public Accountants has been
affixed to the original of this report.




TCM CAPITAL, INC.
Statement of Financial Condition
As of December 31, 2007

Assets
Current assets:

Cash

Accounts receivable

Due from related parties, net

Prepaid expenses

Deposit - clearing agreement

Total current assets

Property and equipment, net
Deferred tax asset

Total assets

Liabilities and Stockholders' Deficit
Liabilities:
Accounts payable

Accrued expenses
Total current liabilities

Subordinated loan payable
Total liabilities

Commitment

Stockholder's deficit:

Common stocks of $1 par value;
authorized, 5,000,000 shares; issued
and outstanding 1,255,001 shares

Accumulated deficit
Total stockhalder's deficit
Total liabilities and stockholder's deficit

See accompaying Notes to Financial Statements and Auditors' Report

$ 175905
1,157

10,381
16,830
101.030
305,303

422

942,547

$_1.248.272

$ 35,669

67,730

103,399

2,000,000
2,103,399

1,255,001

(2,110,128)
(855.127)
$_1.248.272



TCM CAPITAL, INC.
Statement of Loss
For the year ended December 31, 2007

Revenues $ 189,342
General and administrative expenses:
Salaries and payroil taxes 121,646
Operating, general and administrative expenses 564.635
Total general and administrative expenses 686,281
Net operating loss before income tax benefit (496,939)

Income tax benefit ‘ —_—

Net loss $__(496.939)

See accompaying Notes to Financial Statements and Auditors’ Report



TCM CAPITAL, INC.
Statement of Changes in Stockholders’ Deficit
For the year ended December 31, 2007

Total
Common Accumulated Stockholders'
Stocks Deficit Deficit
Balance, January 1, 2007 $ 875,001 $(1,613,189) $ (738,188)
Net income - (496,939) (496,939)
Issuance 380,000 - 380,000
Balance, December 31, 2007 $_1,255.001 $(2,110.128) $__(855.127)

See accompaying Notes to Financial Statements and Auditors' Report



TCM CAPITAL, INC.

Statement of Changes in Liabilities Subordinated to Claims of
General Creditors

For the year ended December 31, 2007

Balance, January 1, 2007 $ 2,000,000
Increase -
Decrease -
Balance, December 31, 2007 $_2.000,000

See accompaying Notes to Financial Statements and Auditors’ Report




TCM CAPITAL, INC.
Statement of Cash Flows
For the year ended December 31, 2007

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss
to net cash used in operating activities:
Depreciation
Changes in assets and liabilities:
Decrease in accounts receivable
Decrease in prepaid expenses
Increase in due from related parties
Decrease in deposit - clearing agreement
Decrease in accounts payable
Increase in accrued expenses
Total adjustments
Net cash used in operating activities
Cash flows from financing activities:
Common stocks issued
Net cash provided by financing activities
Net decrease in cash
Cash at beginning of year
Cash at end of year

See accompaying Notes to Financial Statements and Auditors' Report

$ (496,939)

5,327

32,981
5,351
(11,501)
745
(4,169)
24391
53.125
(443,814)

380.000
380,000
(63,814)
239.719
$__175.905




TCM CAPITAL, INC.
Notes to Financial Statements

For the year ended December 31, 2007

Note 1. Nature of Business and Summary of Significant Accounting Policies

This summary of significant accounting policies of TCM Capital, Inc. {the Company) is
presented to assist in understanding thc Company's financial statements. The financial
statements and notes are representations of the Company's management, who is responsible for
their integrity and objectivity. These accounting policies conform to accounting principles
generally accepted in the United States of America and have been consistently applied in the
preparation of the financial statements.

Business Activities

The Company was incorporated under the Laws of the Commonwealth of Puerto Rico in May
8, 2003. The Company is engaged in investment banking, brokerage and financial advisory
services and 1s a member of the Financial Industry Regulatory Authority {FINRA). The
Company operates principally in the Commonwealth of Puerto Rico.

The Company is licensed by the Office of the Commissioner of Financial Institutions of the
Commonwealth of Puerto Rico as a registered broker-dealer.

The accounting and reporting policies of the Company conform with the accounting principles
generally accepted in the United States of America (GAAP). The most significant accounting
policies followed by the Company are the following:

Accounting Basis

Assets, liabilities, revenues and expenses are recognized using the accrual method of
accounting.

Securities Transactions

Securities owned transactions are recorded on the trade date, as if they had settled. Customers’
securities transactions are recorded on a settlement-date basis with related commission income
and expenses recorded on a trade-date basis for the institutional division and on a settlement-
date basis for the retail division. The difference between the settlement date basis used for the
retail division and the trade date basis required by GAAP is not material.

Commissions

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



TCM CAPITAL, INC.
Notes to Financial Statements
For the year ended December 31, 2007

Note 1. Nature of Business and Summary of Significant Accounting Policies (continued)

Consulting and Investment Advisory Income

Consulting and investment advisory fees are recognized as earned on a prorate basis over the
term of the contract.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America 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 from those
estimates.

Receivables

The Company uses the allowance method for accounts receivable. The allowance is adjusted
based on current year status of accounts receivable. For the year ended December 31, 2007
management considered all receivables fully collectible, therefore no allowance for doubtful
accounts was recorded.

Property and Equipment

Property and equipment ar¢ stated at cost. Major renewals and betterments are charged to
property accounts; replacements, maintenance and repairs, which do not improve or extend the
life of the respective assets are charged to expenses.

Depreciation and amortization of property and equipment are provided by charging against
earnings, amounts sufficient to amortize their cost over the estimated useful lives. Depreciation
and amortization are provided using the straight-line method. Depreciation expense totaled
$5,327.

Profit or loss on disposition of assets is credited or charged to earnings, and the related asset
cost and accumulated depreciation are removed from the respective accounts.

Property and equipment are reviewed for impairment at least annually or whenever events or
circumstances indicate their carrying value may not be recoverable. If total of the expected
future undiscounted cash flows is less than the carrying value of the asset, a loss is recognized
for the difference between the imputed fair value and the carrying value of the asset. There is no
impairment charges in the year ended December 31, 2007.




TCM CAPITAL, INC.
Notes to Financial Statements
For the year ended December 31, 2007

Note 1. Nature of Business and Summary of Significant Accounting Policies (continued)

Cash Equivalents and Statement of Cash Flows

For purposes of the statement of cash flows the Company considers cash in certificate of
deposit and all liquid debt instruments purchased with maturity of three months or less, to be
cash equivalents. As of December 31, 2007 no cash equivalents existed.

The Company prepares its statement of cash flows using the indirect method.
Income Taxes

A deferred tax asset or lability is recognized for the estimated future tax effect attributable to
temporary differences. A related valuation allowance is recognized when it is more likely than
not that the deferred tax asset will be realized. A temporary difference is the difference
between the tax basis of an asset or liability and its reported amount in the financial statements
that will result in taxable or deductible amounts in future years when the reported amount of the
asset or liability is recovered or settled.

Temporary differences giving rise to deferred tax assets and liabilities are attributable to
deferred compensation, net unrealized gains and losses on securities owned and other revenues
and expenses which are reported for tax purposes in different years than for financial reporting
purposes.

Investments

In 2003 the Company implemented SFAS 115 “Accounting for Certain Investments in Debt
and Equity Securities” for accounting for investments. Marketable equity securities are
accounted for as trading securities and are stated at market value with unrealized gains and
losses accounted for in current income from operations.

Note 2. Related Parties Transactions

The Company has a balance due from one stockholder in the amount of $20,171. The amount
advanced are due on demand and bears no interest.

The Company has a balance due to a related party in the amount of $9,790. The outstanding
balance is payable upon demand and bears no interest.



TCM CAPITAL, INC.
Notes to Financial Statements
For the year ended December 31, 2007

Note 3. Concentration of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include 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 creditworthiness of the counterparties or issuer of the instrument. It is
the Company’s policy to review, as necessary, the credit standing of each counterparty. Also,
the Company’s main business is with individual customers and corporations in Puerto Rico.

The Company maintains its cash accounts in a local commercial bank and a brokerage firm.
The account at the commercial bank is guaranteed by the Federal Deposit Insurance
Corporation (FDIC) up to $100,000. As of December 31, 2007 the balance on deposit per bank
records did not exceeded the insured limit.

The accounts at the brokerage firm are guaranteed by Securities Investors Protection
Corporation (SIPC) up to $100,000 and the excess by a commercial insurer arranged by

Pershing LLC. As of December 31, 2007 the balance on deposit per brokerage firm record
exceeded the insured limit by $65,627.

Note 4. Property and Equipment

Property and equipment consist of the following:

Furniture and fixtures 3-5 years $ 6,813

Equipment 3 years 18,238
Less: accumulated depreciation (24,629)
Property and equipment, net $ 422

Note 5. Subordinated Loan Payable

At December 31, 2007, the Company had a subordinated loan agreement with Popular, Inc. in
the amount of $2,000,000 for equity capital with a maturity date of August 2009. The loan
bears interest at 8% and is guaranteed by the stockholders. The unpaid principal can be repaid
in full or in part after August 2007 with the written approval from the Financial Industry
Regulatory Authority (FINRA). All borrowings under this agreement qualify as regulatory
capital and the agreement includes all statutory restrictions specified by the Uniform Net
Capital Rule. Furthermore, these borrowings are available in computing the net capital under
the SEC Rule 15¢3-1. The financing agreement include certain covenants including
requirements to maintain defined levels of debt to tangible net worth and financial statement
reporting requirements. As of December 31, 2007, the Company is in non compliance with the
covenants of maintain certain levels of debt to tangible net worth.



TCM CAPITAL, INC.
Notes to Financial Statements
For the year ended December 31, 2007

Note 6. Income Taxes

In accordance with SFAS No. 109, the Company recorded deferred tax assets to reflect future
tax benefits of financial operating losses carried forward as of Dccember 31, 2007. A
reconciliation of deferred tax asset is as follows:

2003 $ 14,710
2004 86,287
2005 553,592
2006 287,958
2007 168,917
Less: allowance (168.917)
Total $__942.547
The Company has net operating losses carry forward which expire as follows:
2010 $ 53,786
2011 242,791
2012 1,471,375
2013 742,669
2014 485043
Total $_2.995,664

Note 7. Commitment and Contingencies

Going Concern

The accompanying financial statements show a loss from operations of $496,939 and
stockholders’ deficit of $855,127, net of an accrued deferred tax asset of $942,547
corresponding to $2,995,664 in losses that expires beginning in the year 2010 through 2014.
Those factors create an uncertainty about the Company’s ability to continue as a going concern.
Management of the Company is currently working various engagements they consider if
realized, will improve the financial position of the Company. Furthermore, the principal
stockholder has made a commitment to structure a transaction that will invest one million
dollars, six hundred twenty thousand dollars to be invested plus the three hundred eighty
thousands dollars invested during this year, in cash in exchange of additional company stocks.
The ability of the Company to continue as a going concern is dependent on the capital
contribution and the realization of the aforementioned engagements. The financial statements
do not include any adjustments that might be necessary if the Company is unable to continue as
a going concern.



TCM CAPITAL, INC.
Notes to Financial Statements
For the year ended December 31, 2007

Note 7. Commitment and Contingencies (continued)

Operating Lease

The Company has entered into a one year renewable operating lease agreement with O’Neill
153, Inc., a related party, for the rent of an office space at 153 O’Neill Street, Hato Rey, Puerto
Rico with basic monthly installments of $6,272, plus allocation of expenses which expires on
July 2008. The Company paid rent in the amount of $75,267.

Note 8. Clearance Agreement

The Company has clearing and custody agreement with Pershing LLC for its institutional and
retail brokerage operations. Under the terms of the agreement, Pershing LLC clear and execute
the brokerage transactions of the Company’s customers on a fully disclosed basis.

Note 9. Supplemental Disclosure of Cash Flows Information

The statements of cash flows classify changes in cash according to operating, investing and
financing activities, During the year ended December 31, 2007, the Company paid $ 125,250
in interests.

Note 10. Net Capital Requirement

As a registered broker-dealer, the Company is subject to the Uniform Capital Rule 15¢3-1 (the
"Rule") under the Securities Exchange Act of 1934 and has elected to compute its net capital in
accordance with the alternative method of the rule. Under the alternative method, the Company
is required to maintain at all times a net capital equal to the greater of $100,000 or 6 2/3% of
aggregate debit items computed in accordance with the Rule. At December 31, 2007, the
Company's net capital of $129,969 was $29,969 in excess of the required net capital of
$100,000.



TCM CAPITAL, INC.
Schedule I - Computation of Net Capital Pursuant to SEC Rule 15¢3-1
For the year ended December 31, 2007

Total ownership deficit $ (855,127)

Ownership equity not allowable for Net Capital -

Total ownership deficit qualified for Net Capital (855,127)
Liabilities subordinated to claims of general creditors allowable in

computation of net capital 2,000,000
Total capital and allowable subordinated liabilities 1,144,873
Total nonallowable assets (1.014,904)

Net Capital $__129.969




Certifed Public Accountants
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fax: (787) 300-3771

January 22, 2008

Independent Auditors’ Report on Supplementary Information
Required by Rule 17a-5 of the Securities and Exchange Commission

Board of Directors
TCM Capital, Inc.

We have audited the accompanying financial statements of TCM Capital, Inc. as of and for
the year ended December 31, 2007, and have issued our report thereon dated January 22,
2008. 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 I is presented for
purposes of additional analysis and is not a required part of the basic financial statements, but
1s 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.

%I/oﬂrd/,f%/z,?

Carbonell & Co., LLP
Certified Public Accountants

License No. 211 Expires Dec. 1, 2010
Stamp #2290390 of the P.R. Society of
Certified Public Accountants has been
affixed to the original of this report.




TCM CAPITAL, INC.

Schedule I - Computation of Net Capital Pursuant to SEC Rule 15¢3-1
of Securities and Exchange Commission

For the year ended December 31, 2007

Total ownership deficit $ (855,127)

Ownership equity not allowable for Net Capital -

Total ownership deficit qualified for Net Capital (855,127)
Liabilities subordinated to claims of general creditors allowable in

computation of net capital 2,000.000
Total capital and allowable subordinated liabilities 1,144,873
Total nonallowable assets (1.014.904)
Net Capital $__129.969

Reconciliation with company's computation included in
Part IT A of Form X-17A-5 as of December 31, 2007

Net capital, as reported in Company's Part II (unaudited)

Focus Report $ 129,968
Audit adjustment to record an asset -
Difference due to rounding 1
Non-allowable asset -
Other items _—

Net capital per above $__129.969



Certifled Public Accountants
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Telephone: (787) 300-3777
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January 22, 2008

Report of Independent Auditors’ on
Internal Control Required by SEC Rule 17a-5

Board of Directors
TCM Capital, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
TCM Capital, Inc. (the Company), for the year ended December 31, 2007, 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 consolidated 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 the Company 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 exempt 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.

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.

3. Obtaining and maintaining physical possession or control of all fully paid and

excess margin securities of customer require 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.



Report of Independent Auditors’ on Internal
Control Required by SEC Rule 17a-5

January 22, 2008
Page 2

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.

Not withstanding the above, if should be noted that TCM Capital, Inc. is an introducing broker
for Pershing LLC. TCM Capital, Inc. does not accept cash, does not safe keep securities, and
only accepts checks in the name of Pershing LLC, which are deposited in a Pershing account at
Citibank. TCM Capital, Inc. receives daily reports of all account movement which are
reviewed by the operations manager, the controller and the principal of the firm. These internal
controls and others reduces the possibility of errors and fraud.

Our consideration of internal control would not necessarily disclose all matters in internal
control that might be material weakness 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 betng 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 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, 2007 to
meet the SEC’s objectives.



Report of Independent Auditors’ on Internal
Control Required by SEC Rule 17a-5
January 22, 2008

Page 3

This report is intended solely for the information and use of the Board of Directors,
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 used by anyone other than these specifted partics.
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Carbonell & Co., LLP
Certified Public Accountants

License No. 211 Expires Dec. 1, 2007
Stamp #2290391 of the P.R. Society of
Certified Public Accountants has been
affixed to the originat of this report.
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