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OATH OR AFFIRMATION

1, Timothy Terry , swear (or affirm) that, to the best of

my knowledge and belief the a.ccompahying financial statement and supporting schedules pertaining to the firm of
Carter, Terry & Company, Inc. , as

of December 31, , 2097 are true and comrect. 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:
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(mw;&ww
bis report ** contains (check 411 applicabie boxe$):

{a) Facing Page.

(b) Statement of Financial Condition.

{c} Statement of Income (Loss).

(d) Statement of Changes in Financtal Condition.

(e} Statement of Changes in Stockholders’ Equity or Partners’ or Scle 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,

(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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
copsolidation,

() An Oath or Afftrmation.

(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,

-

OOl 0O ORORORBBER

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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Oweg_s & MITCH_E_LL, P.C.

Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Carter, Terry & Company, Incorporated

We have audited the accompanying balance sheet of Carter, Terry & Company, Incorporated
(formerly Attkisson, Carter, Incorporated) as of December 31, 2007, and December 31, 2006, and
the related statements of operations, stockholders’ equity, and cash flows for the years then
ended. 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 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. 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, Terry & Company, Incorporated, at December 31, 2007 and
December 31, 2006, and the results of its operations and its cash flows for the years then ended
in conformity with generally accepted accounting principles.

Our audits have been made primarily for the purpose of expressing an opinion on the financial
statements taken as a whole. The accompanying supplementary information is presented for
analysis purposes and is not necessary for a fair presentation of the financial information referred
to in the preceding paragraph. It has been subjected to the tests and other auditing procedures
applied in the audits of the financial statements mentioned above and, in our opinion, is fairly
stated in all material respects in relation to the financial statements taken as a whole.

mmérdc\ej\ PC

Owens & Mitchel], P. C
February 6, 2008

3190 Northeast Expressway « Suite 300 » Atlanta, GA 30341 - 770-451-3863 + Fax 770-454-7032




Carter, Terry & Company, Incorporated
Balance Sheets
As of December 31, 2007 and 2006

Assets: 2007 2006
Cash 3 175,334 53,604
Ciearing deposit ' 70,000 70,025
Receivable from clearing organization 94,196 97,017
Marketable securities at fair market value
available for sale 344 364
Other assets . . 80,285 48 877
Total Assets $ 400,159 269,887
Liabilities and Stockhoiders' Equity:
Accounts payable and accrued expenses | $ 249,852 123,305
Deferred income taxes 0 3,000
Total liahilities 249,852 126,305
Stockholders’ equity:
Common stock, $1 par value; authorized 10,000;
issued and outstanding 2,753.5 shares 2,754 2,754
Additional paid-in-capital 241,855 241,855
Less treasury stock, at cost (5,833) (5,833)
Unrealized gain on marketable securities (6) (6)
Retained earnings{deficit) (88,463) {95,188)
Total stockhoiders' equity 150,307 143,582
Total liabilifies and stockholders' equity $ 400,159 269,887

The accompanying notes are an integral part of these financial statements



Carter, Terry & Company, Incorporated
Statements of Operations
For the years ended December 31, 2007 and 2006

. 2007 2006
Revenues
Commissions $ 3,966,792 3,143,279
interest 78,851 63,796
Investment banking fees 0 0
Rental and other income {20) 188
Total Revenues 4,045,623 3,207,263
Expenses .
Management Fee 360,000 360,000
Compensation and benefits 964,894 843,904
Comimnissions 1,425,636 1,074,576
Clearing costs 343,255 243,495
Occupancy and equipment rental 300,000 275,000
Communications 116,024 107,590
Other 171,240 47,130
Total Expenses 3,681,049 2,951,695
Income before income taxes ' 364,574 255,568
Income tax expense 140,000 97,000
Net income $ 224,574 158,568

The accompanying notes are an integral part of these financial statements



Carter, Terry & Company, Incorporated
Statements of Changes in Stockholders' Equity
For the years ended December.31, 2007 and 2006

Additional

Retained
Common Paid-in - Treasury Unrealized Earnings
Stock Capital Stock  Apprecation  (Deficit) Total

Balance 12/31/05 $ 2,754 241,855 (5.833) -0 (114,256) 124,520
Net income 158,568 158,568
Dividends paid (139,500} (139,500)
Change in unrealized apprecation
Balance 12/31/06 2,754 241,855 (5,833) 0 (95,188) 143,588
Net income/lncrease 224,574 224,574
Dividends paid | (217,849) (217,849)
Change in unrealized apprecation (6)
Balance at 12/31/07 $ 2,754 241,855 (5,833) 0 (88,463) 150,307

The accompanying notes are an integral part of these financial statements



Carter, Terry & Company, Incorporated
Statements of Changes of Financial Condition
For the years ended December 31, 2007 and 2006

N
o
4

200
Cash flows from operating activities
Net income : $ 224 574 158,568
Adjustment to reconcile net income to net cash

provided by operating activities:

Decrease (Increase) in receivables 2,820 (2,200
Decrease (Increase) in marketable securities 20 (134)
Decrease (Increase) in other assets (11,382) (4,385)
(Decrease) Increase in accrued expenses 126,547 7,639
(Decrease) Increase in deferred income taxes (3,000) (1,000)

Net cash provided by operating activities 339,579 158,388

Cash flows from investing activites:
Decrease (Increase) in marketable securities 0 0

Cash flows from financing activities:

Addition to Paid-In Capital ' 0 0
Dividends paid (217,849) (139,500)
Net (decrease) in cash and cash Equivalents 121,730 18,888
Cash and cash equivalents at beginning of year 53,604 34,716
Cash and cash equivalents at end of year $ 175,334 53,604

The accompanying notes are an integral part of these financial statements



Carter, Terry & Company, Incorporated
(Formerly Attkisson, Carter & Company, Incorporated)
Notes to Financial Statements
Years Ended December 31, 2007 and 2006

Note A: Summary of Significant Accounting Policies

Description of Business
Carter, Terry & Company, Incorporated (formerly Attkisson, Carter & Company, Incorporated) is

. a broker/dealer engaged in investment brokerage activities principally in the Atlanta area. The
Company is a wholly owned subsidiary of First Atlanta Financial Service Group, Inc. (First
Atlanta Financial)

Fumniture Fixtures and Depreciation
Fumniture and fixtures were fully depreciated as of December 31, 2007.

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial statements
and consist of taxes currently due plus deferred taxes. Deferred taxes are recognized for the
differences between the basis of assets and liabilities for financial statement and income tax
purposes. The differences relate primarily to the use of the cash basis of accounting for income
tax purposes.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the Company considered all investment instruments

purchased with a maturity of three months or less to be cash equivalents.

Use of Estimates

Management uses estimates and assumptions in preparing financial statements. Those estimates
and assumptions affect the reported amounts of assets and liabilities, the disclosure of contingent
assets and liabilities, and the reported revenues and expenses.

Concentration of Risks
The Company’s clearing deposit and receivable from clearing organizations are located at two
securities clearing houses.

Note B: Capital Requirements

The company is subject to the net capital rules of the Securities and Exchange Commission. The
rules prohibit a broker/dealer from engaging in any securities transaction at a time when its
“aggregate indebtedness” exceeds 15 times its “net capital”, as those terms are defined by the
rules.



Carter, Terry & Company, Incorporated
(formerly Attkisson, Carter & Akers, Incorporated)
Notes to Financial Statements
Years Ended December 31, 2007 and 2006

Note B: Capital Requirements, continued

At December 31, 2007 the Company’s net capital of $86.503 exceeded its required net capital of
$50,000 and results in a ratio of aggregate indebtedness to net capital of .34 to one.

Note C: Income Taxes

The components of income tax expense are as follows:

Current 2006 2007
Federal $ 83,000 83,000
State 15,000 15,000

Deferred
Federal { 900) (900)
State ' (100} (100)

Total $_97.000 27000

The tax effects of temporary differences between the financial statement carrying amounts and
the tax basis of assets and liabilities and other items that give rise to deferred tax assets and
deferred tax liabilities at December 31, 2007 and 2006 are as follows:

2007 2006
Deferred tax assets
Temporary differences between accounts
payable and accrued expenses $ 0 126,000
Deferred tax liabilities: :
Temporary differences between
commissions receivable 0 (129.000)
Net tax deferred tax liability $ 0 3,000



Carter, Terry & Company, Incorporated
(formerly Attkisson, Carter & Company, Incorporated)
Notes to Financial Statements
Years Ended December 31, 2007 and 2006

Note C: Income Taxes, continued

The Company files a consolidated income tax return with its parent, First Atlanta Financial.
Income taxes are allocated to the Company based on the taxes the Company would pay if it filed
a separate return.

‘Total tax expense reflected in the accompanying statements of operations differs from amounts
computed at statutory rates principally because of certain expenses which are not tax deductible.

The Company elected to pay taxes for 2007 on the accrual method of accounting.

Note D: Related Party Transactions

The Company is a wholly owned subsidiary of First Atlanta Financial Service Group, Inc. (First
Atlanta Financial), which pays a substantial portion of the occupancy, equipment rental,
communications, and other expenses, incurred directly or indirectly by the Company. The
primary sources of funds available to First Atlanta Financial to pay these expenses are dividends
and expense reimbursements from the Company. The Company paid $217,849 and $139,500 in
dividends for the 2007 and 2006 respectively.

The Company paid $143,000 and $97,000 to First Atlanta Financial for income taxes allocated to
the Company from the consolidated income tax returns for 2007 and 2006.

The Company paid $300,000 and $275,000 in rent to First Atlanta Financial for the years 2007
and 2006.

The Company paid $360,000 in management fees to First Atlanta Financial for the years 2007
and 2006. '



Carter, Terry & Company, Incorporated
Computation of Net Capital under Rule 15¢3-1
December 31, 2007

Net Capital

Total stockholders' equity

Less deductions of non-allowable assets:
Prepaid expenses
Loans to employees
Haircuts other securities

Net capital

Reconciliation with Company's Computation

Net capital computation per FOCUS Report Part 1A

Adjustments to prepaid expenses
Adjustments to deferred taxes payable

Net capitat as adjusted

$ 150,307

30,487
29,798
3,519

$ 86,503

3 86,503

[ =

$ 86,503




Supplementary Information



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

The Board of Directors
Carter, Terry & Company, Incorporated

In planning and performing our audit of the financial statements of Carter, Terry & Company,
Incorporated for the year ended December 31, 2007, we considered its internal control structure,
in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange commission, we have made
a study of the practices and procedures (including tests of compliance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in rule
17a-5(g) in making the periodic computations of aggregate indebtedness and net capital under
rule 17a-(a)(11) and the procedures for determining compliance with the exemptive provisions of
rule 15¢3-3. We did not review the practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the
recordation of differences required by rule 17a-13; in complying with the requirements for
prompt payment of securities under section 8 of Regulation T of the Board of Governors of the
Federal Reserve System,; or in obtaining and maintaining physical possession of control of all
fully paid and excess margin securities of customers as required by rule 15¢3-3, because the
company does not carry security accounts for customers or perform custodial functions relating
to customer securities.

The management of the Company is responsible for establishing and maintaining an internal
control structure 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 internai control structure policies and procedures 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 commission’s above-mentioned
objectives. Two of the objectives of an internal control structure 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 propetly to permit 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.



Report on Internal Control. continued

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities 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. -

Of consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure 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 structure elements does not reduce to a
relatively low level the risk that errors or irregularities 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 the internal control structure 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 Commission 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, 2007 to
meet the commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission and other regulatory agencies which may rely on Rule 17a-5(g) under the Securities
and Exchange Act of 1934 and should not be used for any other purposes.

SN S e
Owens & Mitchell, P.C. Q C
February 6, 2008
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