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Carnes Capital Corporation 
Statement of Financial Condition 
March 31, 2026  

 

Assets     
Cash and cash equivalents  $          27,006 
Clearing deposit 150,000
Balance maintained at clearing broker 264,246
Receivable from clearing broker - commission         86,851 
Property and equipment at cost, less accumulated depreciation   
 and amortization of $1,798,017 10,242
Operating lease asset 35,164
Other assets 20,450
     

Total assets     $         593,959  
  
Liabilities and Stockholder's Equity  
Liabilities  
 Operating lease liability $         40,684
 Accrued expenses 61,460
     Total liabilities 102,144
 
Commitments and contingencies (Note 6)  

Stockholder's Equity  
 Common stock, $1 par value; 200,000 shares authorized;  
  105,600 shares issued and outstanding 105,600 
 Additional paid-in capital 4,581,726 
 Accumulated deficit          (4,195,511)
     Total stockholder's equity 491,815
     

Total liabilities and stockholder's equity $         593,959
       
       

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of this financial statement. 
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Carnes Capital Corporation 
Notes to Statement of Financial Condition 
March 31, 2026 

 

1. Summary of Significant Accounting Policies 

Organization 
Carnes Capital Corporation (the “Company”), wholly owned by Pelican Bay Holdings, LLC, is a 
broker-dealer registered with the Securities and Exchange Commission (“SEC”) under the Securities 
and Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority 
(“FINRA”).  The Company provides securities trading and brokerage services to clients of an 
affiliated entity. 

Cash and Cash Equivalents 
The Company considers money market instruments with original maturities of 90 days or less to be 
cash equivalents.  Cash equivalents at March 31, 2026 represent money market accounts at an 
unaffiliated bank and an unaffiliated broker-dealer.  At times these balances may be in excess of 
allowable federally insured limits. 

Receivable from Clearing Broker 
Receivable from clearing broker represents commissions and interest receivable from the 
Company’s clearing broker.  Such amounts are not collateralized and are expected to be fully 
collectible. 

Property and Equipment  
Property and equipment are recorded at cost.  Depreciation is provided on a straight-line basis using 
an estimated useful life of five to seven years for equipment and seven years for furniture and 
fixtures. Software is amortized on a straight-line basis using an estimated useful life of three years.   
Leasehold improvements are amortized on a straight-line basis over the lesser of the useful life of 
the improvement or the term of the lease. 

Clearing Arrangements 
Pursuant to agreements between the Company and its correspondent clearing broker, securities 
transactions effected by the Company are cleared on a fully disclosed basis through the 
correspondent clearing broker. The company maintains a clearing deposit in the amount of 
$150,000 under an agreement with the clearing broker and is restricted to use. 

Balance Maintained at Clearing Broker 
Primarily held as a money market account maintained at the clearing broker. 

Brokerage Commissions 
The Company buys and sells securities on behalf of its customers.  Each time a customer enters 
into a  buy or sell transaction, the Company charges a commission.  Commissions and related 
clearing expenses are recorded on the trade date (the date that the Company fills the trade order by 
finding and contracting with a counterparty and confirms the trade with the customer).  The 
Company believes that the performance obligation is satisfied on the trade date because that is 
when the underlying financial instrument or purchaser is identified, the pricing is agreed upon and 
the risks and rewards of ownership of the securities have been transferred to/from the customer. 
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Carnes Capital Corporation 
Notes to Statement of Financial Condition 
March 31, 2026 

 

1. Summary of Significant Accounting Policies (Continued) 

Brokerage Fees 
The Company has negotiated an asset based commission schedule (as opposed to a per trade 
schedule) with two of its private fund customers for brokerage services provided on a daily 
basis.  Accordingly, each fund pays for Company brokerage services through a fee arrangement 
based on a percentage applied to the customer’s beginning of month assets under management.  The 
Company believes the performance obligation for providing brokerage services is satisfied over time 
because the customer is receiving the benefits as they are provided by the Company.  Fees are 
received monthly and are recognized as revenue at that time as they relate specifically to the services 
provided in that period, which are distinct from the services provide in other periods. 

Use of Estimates 
The financial statements are prepared in accordance with accounting principles generally accepted 
in the United States of America that require management to make assumptions and estimates that 
affect the amounts and disclosures presented.  Actual results could differ from those estimates and 
the differences could have a material impact on the financial statements. 

 
Income Taxes 
Deferred income tax assets and liabilities are recognized for the future tax consequences 
attributable to temporary differences between the financial statement carrying amounts of existing 
assets and liabilities and their respective tax basis.  Deferred income tax assets and liabilities are 
measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. The effect on deferred income tax 
assets and liabilities of a change in tax rates is recognized in income in the period that includes the 
enactment date. 

 
These calculations are based on many complex factors including estimates of the timing of reversals 
of temporary differences, the interpretation of federal and state income tax laws, and a 
determination of the differences between the tax and the financial reporting basis of assets and 
liabilities. Actual results could differ significantly from the estimates and interpretations used in 
determining the current and deferred income taxes. 

 
FASB ASC 740 requires a reduction of the carrying amounts of deferred tax assets by a valuation 
allowance, if based on the available evidence, it is more likely than not that such assets will not be 
realized. Accordingly, the need to establish valuation allowances for deferred tax assets is assessed 
periodically based on the FASB ASC 740's more-likely-than-not realization threshold criterion. In the 
assessment for a valuation allowance, appropriate consideration is given to all positive and negative 
evidence related to the realization of the deferred tax assets. This assessment considers, among 
other matters, the nature, frequency and severity of current and cumulative losses, forecasts of 
future profitability, the duration of statutory carryforward periods, our experience with loss 
carryforwards not expiring unused and tax planning alternatives. Based upon the level of historical 
taxable income and projections for future taxable income over the expiration period of the operating   
loss carryforwards, management does not believe that it is more likely than not that the Company 
will realize the benefits of the operating loss carryforwards nor other deferred tax assets and 
accordingly, has recorded a full valuation allowance as of March 31, 2026. 
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Carnes Capital Corporation 
Notes to Statement of Financial Condition 
March 31, 2026 

 

1.       Summary of Significant Accounting Policies (Continued) 

The Company follows the provisions of accounting for uncertainty in income taxes.  These rules 
establish a standard for tax benefits to meet before they can be recognized in a company’s financial 
statements.  The Company can recognize in financial statements the impact of a tax position taken, 
or expected to be taken, if it is more likely than not that the position will be sustained on audit based 
on the technical merit of the position. See Note 4 – Income Taxes for additional disclosures.  The 
Company recognizes both interest and penalties as a component of other operating expenses, if 
applicable. 

 
2. Property and Equipment 

The balances of property and equipment at March 31, 2026 are: 

Leasehold improvements $      1,180,371
Office equipment 107,059
Office furniture 48,597
Software 472,232

   1,808,259

Less: Accumulated depreciation and amortization (1,798,017)

   $            10,242

 

3. Net Capital Requirements 

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule 
pursuant to Rule 15c3-1 (the “Rule”), which requires the maintenance of minimum net capital equal 
to $100,000 or 6-2/3% of total aggregate indebtedness, whichever is greater, and requires that the 
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.  Net capital 
and the related ratio of aggregate indebtedness to net capital, as defined, may fluctuate on a daily 
basis. 

As of March 31, 2026, the Company had net capital of $455,871, which was $355,871 in excess of 
required minimum net capital of $100,000.  The Company’s percentage of aggregate indebtedness 
to net capital was 14.69%, which does not exceed the maximum allowable percentage of 1,500%. 

The Company claims exemption from the SEC’s Customer Protection Rule (“Rule 15c3-3”) pursuant 
to section (k)(2)(ii) of Rule 15c3-3 since customer transactions are cleared through other broker-
dealers on a fully-disclosed basis. 
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Carnes Capital Corporation  
Notes to Statement of Financial Condition 
March 31, 2026 

 

4. Income Taxes  

The Company’s federal and state income taxes are recorded as a benefit and expense for 
income taxes and income taxes receivable.   

The income tax effects of temporary differences that give rise to deferred tax assets and 
liabilities are as follows: 

Deferred income tax assets, net  
Accrued expenses $     10,473
Depreciation           108,926
Federal net operating loss carryforward 334,858
State net operating loss carryforward (1) 216,299
 670,556
Less:  valuation allowance  (670,556)

Net deferred income tax asset $             - 

 
(1) The state net operating loss carryforward related to the Company's allocated portion of state 

net operating losses due to combined filings with Legg Mason (former owner) and separate 
company filing with the State of Florida.  The net operating loss carryforward by state is as 
follows: Florida ($4,722,709), California ($35,403), Illinois ($120,075) and Minnesota 
($16,447).  The state net operating loss carryforward expires during the 2037 tax filing year. 

The Company has analyzed its tax positions taken on federal and state income tax returns for all 
open tax years and has concluded that there are no material uncertain tax positions that would 
require disclosure in the Company's financial statements.  U.S. federal and the State of Florida 
are the Company’s principle taxing jurisdictions and fiscal years after 2022 are open with each of 
these authorities.  

The valuation allowance increased from the March 31, 2025 balance of ($650,151) to ($670,556) 
at March 31, 2026.  The federal net operating loss carryforward is $1,594,561 and expires 
through the 2045 tax filing year. 
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Carnes Capital Corporation  
Notes to Statement of Financial Condition 
March 31, 2026 

 

5. Employee Benefits 

The Company’s employees participate in a 401(k) salary deferral plan primarily sponsored by 
Private Capital Management, LLC.  Private Capital Management, LLC is an affiliate to the 
Company due to common ownership.  Employees may elect pre-tax contributions up to $32,500 
and $31,000 per year in calendar years 2026 and 2025, respectively (adjusted annually in 
accordance with regulations) to the 401(k) plan pursuant to salary reduction agreements.  In 
calendar year 2025, the Company matched 100% of employee contributions up to the maximum 
contribution cap which is the lessor of 4.0% of eligible employee compensation or $14,000.  The 
maximum match contribution cap for calendar year 2026 was increased to the lessor of 4.0% of 
eligible employee compensation or $14,400. 

6. Commitments and Contingencies 

Under an operating lease for all affiliates, with remaining non-cancelable terms in excess of one 
year as of March 31, 2026, minimum aggregate annual rentals for office space and equipment 
are as follows: 

Year Ending  
May 31, 2027 $469,777

 
 
Amounts reported in the balance sheet as of March 31, 2026 were as follows: 
Operating leases: 
    
 Operating lease ROU assets          $35,164 
 Operating lease liabilities           $40,684 
 

The Company clears its securities transactions through a clearing broker on a fully disclosed 
basis.  Pursuant to the terms of the agreement between the Company and the clearing broker, 
the clearing broker has the right to charge the Company for losses that result from a 
counterparty’s failure to fulfill its contractual obligations. 
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Carnes Capital Corporation  
Notes to Statement of Financial Condition 
March 31, 2026 

 

6.       Commitments and Contingencies (Continued) 

As the right to charge the Company has no maximum amount and applies to all trades executed 
through the clearing broker, the Company believes there is no maximum amount assignable to 
this right.  At March 31, 2026, the Company has recorded no liabilities, and during the year then 
ended incurred no costs, with regard to this right. 

In the normal course of business, the Company enters into contracts that contain a variety of 
representations and warranties, and which provide general indemnifications.  The Company’s 
maximum exposure under these arrangements is unknown, as they would involve future claims 
that may be made against the Company that have not yet occurred. 

As of March 31, 2026, there were no commitments or contingencies other than disclosed above. 

7. Related Party Transactions 

The Company has significant transaction with affiliates.  One affiliate serves as an investment 
advisor to the Company’s clients.  The Company shares various assets with the affiliate 
investment advisor and the Company pays for those expenses. 

8. Off-Balance-Sheet Risk 

In the normal course of business, the Company’s customer activities involve the execution and 
settlement of various securities transactions.  These activities may expose the Company to off-
balance-sheet risk in the event the customer is unable to fulfill its contracted obligations. 

The Company maintains all of its cash and cash equivalents in a commercial bank and broker 
dealer located in Naples, Florida and Jersey City, New Jersey.  Balances on deposits are 
insured by the Federal Deposit Insurance Corporation (“FDIC”) or the Securities Investor 
Protection Corporation (“SIPC”) up to specified limits.  Balances in excess of FDIC or SIPC limits 
are uninsured.  Total cash and cash equivalents held by these institutions were $441,252 at 
March 31, 2026 and the balances were within the specified limits. 
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Carnes Capital Corporation  
Notes to Statement of Financial Condition 
March 31, 2026 

 

9. Fair Value Measurements 

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and 
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is 
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. A fair value measurement 
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market 
for the asset or liability or, in the absence of a principal market, the most advantageous market. 
Valuation techniques that are consistent with the market, income, or cost approach, as specified 
by FASB ASC 820, are used to measure fair value. The fair value hierarchy prioritizes the inputs 
to valuation techniques used to measure fair value into three broad levels: 

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 
the Company has the ability to access. 

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. 

Level 3 are unobservable inputs for the asset or liability and rely on management's own 
assumptions about the assumptions that market participants would use in pricing the asset or 
liability. (The unobservable inputs should be developed based on the best information available 
in the circumstances and may include the Company's own data. 

The following schedule details the level of the Company's financial instruments measured on a 
recurring basis: 

Level 1 Level 2 Level 3 Total
Assets as of 3/31/2026

Money Market Instruments 262,618$      -$               -$               262,618$      
Total Investments in the Fair
Value Hierarchy 262,618$      -$               -$               262,618$      

There have been no transfers between levels 1, 2 and 3 during the year ended 3/31/2026

Fair Value Hierarchy
For the Fiscal Year ending 3/31/2026

Fair Value Measurement at Reporting Date
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Carnes Capital Corporation  
Notes to Statement of Financial Condition 
March 31, 2026 

 

10. Credit Losses 

The Company follows ASC Topic 326, Financial Instruments – Credit Losses (“ASC 326”).  ASC 
326 impacts the impairment model for certain financial assets by requiring a current expected 
credit loss (“CECL”) methodology to estimate expected credit losses over the entire life of the 
financial asset.  Under the accounting update, the Company had the ability to determine that 
there are no expected credit losses based on the credit quality of the customer. 

The Company had accounts receivable of $86,851 as of 3/31/2026 and $139,308 as of 
3/31/2025. 

11. Broker Dealer – Single Reportable Segment 

The Company is engaged in a single line of business as a securities broker-dealer.  Its business 
is comprised almost exclusively of agency transactions on behalf of its clients.  The Company has 
identified its CEO as the chief operating decision maker (“CODM”), who used net income to 
evaluate the results of the business, predominantly in the forecasting process, to manage the 
Company.  Additionally, the CODM uses excess net capital (see Note 3), which is not a measure 
of profit and loss, to make operational decisions, while maintaining capital adequacy, such as 
whether to reinvest profits or pay dividends.  The Company’s operations constitute a single 
operating segment and therefore, a single reportable segment, because the CODM manages the 
Company’s business activities using information of the Company as a whole.  The accounting 
policies used to measure the profit and loss of the segment are the same as those described in 
the summary of significant accounting policies.  The Company is an affiliate under common control 
with a registered investment adviser (the “Adviser”).  Clients of the Adviser who have 
independently elected to trade their accounts through the Company comprise the Company’s 
largest client segment.  The Adviser also controls certain private funds that trade through the 
Company.  The Company derived 49% of its total revenues from trading activities on behalf of 
investment vehicles controlled by the Adviser. 

12. Subsequent Events 

The Company has evaluated subsequent transactions and events after the balance sheet date 
through the date on which these financial statements were issued, and except as already 
included in the notes to the financial statements, has determined that no additional items require 
disclosure or adjustment.  
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