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OATH OR AFFIRMATION

I, Felix McCarthy , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Carthage Group, Inc. , as

of December 31 ,20 13 are true and correct. I 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:

) Signature
W \
77

Title

& (a) Facing Page. Qualified in S

B (b) Statement of Financial Condition Commission Expi

O (c) Statement of Income (Loss).

O (d) Statement of Changes in Financial Condition.

O (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.

O (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O (5 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 Financjal Condition with respect to methods of
consolidation.

B (1) An OQath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

[}

(o) Independent auditor’s report on internal control.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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VINCENT A, CAMINITI, CPA
" RoserTt P. COGUATI, CPA
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Independent Auditors’ Report

To the Stockholder of
Carthage Group, Inc.

Report on the Financial Statements

We have audited the accompanying statements of financial condition of Carthage Group, Inc. as
of December 31, 2013 and 2012.

Managemerit’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of fihancial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted olir 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 involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Company’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Member: New York State Society of Certified Public Accountants / American Institute of Certified Public Accountants

Licensed in New York, Florida and Connecticut



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Carthage Group, Inc. as of December 31, 2013 and 2012 in accordance
with accounting principles generally accepted in the United States of America.

Caminits & Cogliats, OO, LLV

Caminiti & Cogliati, CPAs, LLP

Hauppauge, New York
January 23, 2014



Assets

Current assets:
Cash and cash equivalents
Deposit-clearing organization (Note 2)
Accounts receivable (Note 3)

Prepaid expenses

Total current assets

CARTHAGE GROUP, INC.

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2013 AND 2012

Property and equipment, net (Note 4)

Other assets:
Security deposit

Total assets

Liabilities and stockholder's equity

Current liabilities:
Accounts payable and accrued expenses
Accrued pension payable (Note 5)
Payroll taxes payable
Franchise tax payable

Total current liabilities

Stockholder's equity:
Common stock, no par value, 200 shares authorized;
50 shares issued and outstanding
Retained earnings
Total stockholder's equity

Total liabilities and stockholder's equity

2013 2012
$ 231,275 $ 202,014
25,085 25,085
40,956 28,154
7,389 5,459
304,705 260,712
14,465 24,658
900 900
$ 320,070 $ 286,270
$ 10,025 $ 83887
50,248 49,956
5,364 4,571
300 300
65,937 63,714
4,000 4,000
250,133 218,556
254,133 222,556
$ 320,070 $ 286,270

See accompanying independent auditors' report

and notes to financial statements.
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CARTHAGE GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

1. Summary of significant accounting policies

Nature of business

Carthage Group, Inc, (“the Company”) is a corporation organized under the laws of the State
of New York, doing business as a broker and dealer in securities registered under the
Securities Exchange Act of 1934 and as a member of the Financial Industry Regulatory
Authority.

Basis of accounting
The accompanying financial statements have been prepared using the accrual basis of

accounting in accordance with accounting principles generally accepted in the United States
of America.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and- assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Revenue recognition
Securities transactions and the related revenues and expenses are recorded on a settlement

date basis; revenues and expenses would not be materially different if reported on a trade
date basis.

Cash equivalents
For purposes of the statements of financial condition and statements of cash flows, the

Company considers all highly liquid debt instruments purchased with a maturity of three
months or less to be cash equivalents.

Concentration of credit risk

Financial instruments, which potentially subject the Company to concentrations of credit
risk, consist principally of cash and accounts receivable. The Company maintains its cash
balances in bank checking accounts, which at times may exceed federally insured limits. The
Company has not experienced any losses in such accounts and believes they are not exposed
to any significant credit risk on cash balances.

See accompanying independent auditors’ report
and notes to financial statements.
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CARTHAGE GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

Summary of significant accounting policies (continued

Fair value of financial instruments
The Company adopted provisions of Fair Value Measurements and Disclosures (ASC Topic

820). Topic 820 defines fair value, expands related disclosure requirements and specifies a
hierarchy of valuation techniques based on the nature of inputs used to develop the fair value
measures. Fair value is defined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement
date. The fair value hierarchy prioritizes the inputs to valuation techniques used to measure
fair value. The three levels of the fair value hierarchy are as follows:

e Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities that the Compdny has the ability to access at the measurement date.

e Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

e Level 3 inputs are unobservable inputs for the asset or liability.

The level in the fair value hierarchy within which a fair measurement in its entirety falls is
based on the lowest level input that is significant to the fair value measurement in its entirety.

Accounts receivable

The Company considers accounts receivable to be fully collectible. Accordingly, no
allowance for doubtful accounts has been established. If amounts become doubtful as to
collections, an allowance will bé established at that time.

Property and equipment

Automobile, furniture and equipment are stated at cost. The costs of additions and
betterments are capitalized and expenditures for repairs and maintenance are expensed in the
period incurred. When items of property and equipment are sold or retired, the related costs
and accumulated depreciation are removed from the accounts and any gain or loss is included
in income. The Company provides depreciation under the straight-line method and
accelerated methods over the estimated useful lives of the assets.

See accompanying independent auditors’ report
and notes to financial statements.
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CARTHAGE GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

Summary of significant accounting policies (continued

Income taxes

The Company elected “small business corporation” (S Corporation) status for federal and
state tax purposes. An S Corpdration is in effect a conduit for its consenting stockholder;
therefore all items of income, deduction and tax credit flow through to the stockholder and
are not taxed at the corporate level, but at the stockholder level.

The Company recognizes and measures its unrecognized tax benefits in accordance with
FASB ASC 740, Income Taxes. Under that guidance the Company assesses the likelihood,
based on their technical merit, that tax positions will be sustained upon examination based on
the facts, circumstances and information available at the end of each period. The
measurement of unrecognized tax benefits is adjusted when new information is available, or
when an event occurs that requires a change. We have determined that there are no material
uncertain tax positions that require recognition or disclosure in the financial statements.

Advertising
The Company’s policy is to expense advertising costs as the costs are incurred. Advertising

expense for the years ended December 31, 2013 and 2012 was $0 and $372, respectively.

Subsequent events '
In accordance with FASB ASC Topic 855, subsequent events (after December 31, 2013)

have been evaluated through January 23, 2014, which is the date the financial statements
were available to be issued.

Deposits-clearing organization
The Company has a clearing agreement with a clearing agent, First Clearing LLC. As part of

the agreement, the company is required to maintain at all times, a minimum balance of
$25,000 in the account. The clehring agent pays interest on the cash deposited in the deposit
account in accordance with its then accepted free credit balance interest rates. If the clearing
agent has a claim arising in any manner under this agreement against the Company and the
Company has not resolved the ¢laim within five business days after the receipt of the claim
from the clearing agent, the cléaring agent may deduct such claim from commissions then
owed to the Company, and if such commissions are insufficient to satisfy such claim, the
clearing agent is authorized to withdraw the amount from the deposit account and pay such
amount to itself.

Upon termination of the agreeément, the clearing agent shall pay within thirty days, the
balance of the deposit account to the Company after any and all customer accounts have been
either transferred to a new clearing agent or transferred directly to the customer.

See accompanying independent auditors’ report
and notes to financial statements.
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CARTHAGE GROUP, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013 AND 2012

Accounts receivable
Accounts receivable, $40,956 for 2013 and $28,154 for 2012, were all current and due from

the clearing agent.

The Company's policy is to write-off doubtful accounts receivable in the year deemed
uncollectible. In the opinion of thanagement, no allowance for doubtful accounts is required.

Property and equipment

Property and equipment are summarized as follows:

2013 2012
Vehicle $ 48216 $ 48,216
Furniture and equipment 27.423 27.423
75,639 75,639
Less: accumulated depretiation (61.174) (50,981)
$ 14465 $ 24,658

Depreciation expense for the years 2013 and 2012 amounts to $10,193, and $11,499,
respectively.

Pension plan
The Company has a simplified émployee pension plan, which covers all employees who meet

the plan's eligibility requiremerits. Pension expense for the year ended December 31, 2013
and 2012, was $50,248 and $49,956, respectively.

Net capital
The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1), 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 (and the rule of the
“applicable” exchange also provides that equity capital may not be withdrawn or cash
dividends paid if the resulting nét capital ratio would exceed 10 to 1).

At December 31, 2013 and 201\2, the Company had net capital of $231,379 and $191,539
respectively, which was $181,379 and $141,539 in excess of its required net capital of
$50,000. The ratio of aggregate indebtedness to net capital was 0.28497 to 1 and 0.33264 to 1
as of December 31, 2013 and 2012, respectively.

Commitments

The Company rents office space month to month in Huntington, New York at the rate of
$1,378.50 per month. The total rent expense for the years ended December 31, 2013 and
2012 was $15,163 and $16,541, respectively.

See accompanying indepgndent auditors’ report
and notes to finarcial statements.
11



