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Q!? CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS

To the Stockholder
Carter Capital Corporation
Southport, CT 06490

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying statement of financial conditon of Carter Capital
Corporation as of December 31, 2007 and 2006, and the related statements of operations and
retained earnings (accumulated deficit), and cash flows for the years 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 audits.

We conducted our audits 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 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 audits provide 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 Carter Capital Corporation as of December 31, 2007 and 2006, and the
results of its operations and its cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America.

Qur audits were conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the accompanying schedule,
Computation of Net Capital Pursuant to Rule 15¢3-1 of the SEC as of December 31, 2007, 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 audits 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.

‘WMM@7/4/W@%%«@ 2.
Certified Public Accountants

February 20, 2008

An Independent Mer;ll;r of BKR International
Member American Institute of Certified Public Accountants Division for CPA Firms

4 Corporate Drive, Shelton, CT 06484 « (203) 944-2100 * Fax (203) 944-2111
60 North Main Street, Warterbury, CT 06702 » (203) 597-9400 « (800) 529-9295 * www.ncnp.com



CARTER CAPITAL CORPORATION
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,
ASSETS
2007 2006
Current assets
Cash and cash equivalents $ 20,978 $ 19,159
Total current assets 20,978 19,159
Total assets $ 20,978 $ 19,159

LIABILITIES AND STOCKHOLDER'S EQUITY

Current liabilities

Accrued expenses $ 250 $ 250
Total current liabilities 250 250
Stockholder's equity
Common stock, no par value, 1,000 shares
authorized, issued and outstanding 21,000 21,000
Accumulated deficit (272) (2,091)
Total stockholder's equity 20,728 18,909
Total liabilities and stockholder's equity $ 20,978 $ 19,159

See accompanying notes to financial statements
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CARTER CAPITAL CORPORATION
STATEMENT OF OPERATIONS AND RETAINED EARNINGS (ACCUMULATED DEFICIT)
FOR THE YEARS ENDED DECEMBER 31,

2007 2006
Revenues
Fees and valuations $ 98,000 $ 15,000
Expense reimbursement 1,689 427
Total revenues 99,689 15,427
Operating expenses
Investment banking 90,000 10,000
Professional fees 4,640 4,535
Dues and licenses 1,230 1,759
Bad debts -0- 134
Compliance 2,000 1,200
Total operating expenses 97,870 17,628
Net income (loss) 1,819 (2,201)
Retained earnings (accumulated deficit) - beginning (2,091) 110
Retained earnings (accumulated deficit) - ending $ 272 $ (2,091)

See accompanying notes to financial statements
-3-



CARTER CAPITAL CORPORATION
STATEMENT OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31,

Cash flows from operating activities

Net income (loss) $

Adjustments to reconcile net income (loss) to
net cash from operating activities
Bad debts
Change in accounts receivable
Change in due to affiliate
Total adjustments
Net cash provided by (used in) operating activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents - beginning

Cash and cash equivalents - ending $

See accompanying notes to financial statements
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1,819

19,159

20,978

2006

$ (2,201)

134
4,500
(5,283)

(649)
(2,850)

(2,850)
22,009

$___ 19159



CARTER CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies

This summary of significant accounting policies of Carter Capital Corporation (the
“Company”) is presented to assist in understanding the 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.

Description of business - the Company is a broker - dealer registered with the Securities and
Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA).
The Company was incorporated under the statutes of the State of Connecticut in 1987. The
Company was formed to handle specific transactions subject to SEC oversight referred to
them by a related party, Carter Morse Mathias & Company. The Company also shares
office space and employees with Carter Morse Mathias & Company, which is partially
owned by the Company’s sole stockholder. Carter Morse Mathias & Company paid all
basic operating expenses of the Company during 2007 and 2006.

Method of accounting - the Company utilizes the accrual method of accounting for financial
reporting.

Revenue recognition - the Company recognizes capital placement fees upon the closing of the
financing arrangement. All other fees are recognized when earned.

Cash and cash equivalents - the Company considers all short term investments with an
original maturity of 90 days or less to be cash equivalents.

Accounts receivable - accounts receivable are shown net of an allowance for doubtful
accounts. Based on management's assessment of the credit history with customers having
outstanding balances and their current relationships with them, it has concluded that no
reserve was deemed necessary at December 31, 2007 and 2006. Accounts receivable
balances are written-off when management has concluded that all reasonable methods of
collection have been exhausted.

Income taxes - the Company has elected to be taxed under the provisions of subchapter “S” of
the Internal Revenue Code. Under those provisions, the Company does not pay federal or
state income taxes on its taxable income. Instead, the stockholder is liable for individual
federal and state income taxes on the Company’s taxable income.

Use of estimates in financial statements - 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 certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.




CARTER CAPITAL CORPORATION
NOTES TO FINANCIAL STATEMENTS

Investment banking fees

The Company pays fees for investment banking services to Carter Morse Mathias &
Company. The fees totaled $90,000 and $10,000 for 2007 and 2006.

Customer securities — possession and control requirements
The Company is exempt from certain provisions of Rule 15¢3-3 under the Securities Exchange
Act of 1934, since it carries no customer accounts, and does not otherwise hold funds or
securities of customers.

Capital requirements
The Company is subject to the Uniform Net Capital Rule (Rule 15¢3-1) under the Securities
Exchange Act of 1934, which requires that aggregate indebtedness (as defined) shall not
exceed fifteen times net capital (as defined).

The following is a summary of the Company's net capital position at December 31, 2007:

Net capital $20.728
Excess of net capital over the requirement $15,728
Aggregate indebtedness to net capital 01t01.00

Concentration of credit risk
The Company maintains cash and cash equivalents at various financial institutions, which
are insured by the Federal Deposit Insurance Company (FDIC) up to $100,000 per
institution.

Vulnerability due to regulatory environment
The Company operates in a heavily regulated environment. The operations of the Company

are subject to the rules and regulations of federal, state and local regulatory agencies,
including, but not limited to, the SEC and FINRA, and are subject to change at any time.

-6-




CARTER CAPITAL CORPORATION
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1 OF THE SEC
DECEMBER 31, 2007

Net capital
Total stockholder's equity qualified for net capital $ 20,728
Net capital 20,728
Minimum net capital required 5,000
Excess of net capital over minimum requirements $ 15,728

Aggregate indebtedness
Accrued expenses $ 250

Total aggregate indebtedness $ 250

There is no material difference between the computation of net capital
pursuant to Rule 15¢3-1 included in this report and the computation included
with the Company's corresponding December 31, 2007 computation of net
capital reported to FINRA. As a result, no reconciliation is necessary pursuant
to Rule 17a-5(d)(4).
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To the Stockholder
Carter Capital Corporation
Southport, CT 06490

In planning and performing our audit of the financial statements of Carter Capital Corporation
(the “Company”), as of and for the year ended December 31, 2007, 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 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;

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 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.

-8
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To the Stockholder
Carter Capital Corporation
Page Two

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.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control over financial reporting that is less severe than a material
weakness, yet important enough to merit attention by those responsible for oversight of the
Company’s financial reporting.

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

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs of this report 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, 2007 to meet the SEC’s objectives.

This report is intended solely for the information and use of management, the SEC, the Financial
Industry Regulatory Authority, 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.

WM,&WWW%JMW wlo, PC
Certified Public Accountants

February 20, 2008
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