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Carta Capital Markets, LLC
Statement of Financial Condition
December 31, 2022

 

Assets
Cash 9,441,686$       
Cash segregated under federal and other regulations 100,000
Interest receivable 101,562
Prepaid expenses 185,040
Other assets 122,557

Total assets 9,950,845$       

Liabilities
Accounts payable 79,518$            
Accrued expenses 159,403
Interest payable 30,000
Subordinated borrowings 3,000,000        

Total liabilities 3,268,921

Member's equity
Member contribution 51,549,673
Accumulated deficit (44,867,749)

Total member's equity 6,681,924
Total liabilities and member’s equity 9,950,845$       

ASSETS

LIABILITIES AND MEMBER’S EQUITY

The accompanying notes are an integral part of this statement of financial condition
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1. Nature of Business

Carta Capital Markets, LLC (“the Company”) was incorporated in Delaware as a limited
liability company in June 2019.  The Company is owned by its sole member, eShares, Inc. dba
Carta, Inc. (the “Parent”) and is under common control with other related entities.  The liability
of the member for the losses, debts, and obligations of the Company is generally limited to its
capital contributions.

The Company operates an alternative trading system (“ATS”) for (i) secondary transactions in
private equity securities and (ii) private placement of securities.  The Company also operates
a cash management account and bank sweep program.  The Company’s headquarters and
principal place of business is in New York City, New York.

The Company is a registered broker-dealer with the Securities and Exchange Commission
(“SEC”).  The Company is also a member of Financial Industry Regulatory Authority, Inc.
(“FINRA”).   The Company is subject to regulation by the SEC and FINRA regulators.  The
Company is also a member of the Securities Investor Protection Corporation (“SIPC”).

2. Summary of Significant Accounting Policies

Basis of Presentation:

The statement of financial condition is prepared in accordance with accounting principles
generally accepted in the United States of America (“U.S. GAAP”), as set forth by the
Financial Accounting Standards Board (“FASB”).

Use of Estimates:

The preparation of the Company’s statement of financial condition, in conformity with U.S.
GAAP, requires management to make estimates and assumptions that affect the reported
amounts and the disclosure of contingent amounts in the statement of financial condition and
accompanying notes.  The Company bases its estimates on assumptions management believes
to be reasonable under the circumstances, which impacts the carrying value of assets and
liabilities. Actual results could differ from those estimates.
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2. Summary of Significant Accounting Policies (continued)
`

Cash and Cash Equivalents: 

The Company considers short-term investments with initial maturities of three months or less 
from the date of purchase to be cash equivalents.  The Company held no cash equivalents at 
December 31, 2022.  The Company’s cash is held in two financial institutions in both non-
interest-bearing and interest-bearing accounts which, at times, may exceed federally insured 
limits. As of December 31, 2022, the amount in excess of federally insured limits is 
approximately $8.9 million. 

Revenue Recognition: 

Revenue from contracts with customers is recognized when, or as, the Company satisfies its 
performance obligations by transferring promised goods or services to customers.  A good or 
service is transferred to a customer when, or as, the customer obtains control of that good or 
service.  Performance obligations are satisfied at the point in time that the Company determines 
the customer obtains control over the promised good or service.   

The Company earns revenue through transaction fees for matching buyers and sellers in either 
an auction type offering, a tender offer or a block trade as part of its ATS. For action type 
offering on its ATS, consideration for these arrangements is based on a fixed percentage of the 
notional value traded, currently 1% from each buyer and seller. For tender offers and block 
trades, the transaction fee is either expressed as a percentage of notional or a fixed amount. 
This fee can be covered by either the buyer, seller, issuer or a combination of the prior. 
Transactional revenue is recognized at the trade date, same as settlement date, of each 
transaction which aligns with the performance of the matching services. The transactional fee 
is automatically debited from each participating customers’ account and credited to the 
Company on settlement date. The Company’s transactional fee is non-cancelable and does not 
contain refund-type provisions. 

Additionally, the Company earns interest income on its proprietary cash and customer free 
credit balances deposited in interest-bearing accounts at J.P.Morgan Chase Bank N.A, at a 
variable rate. Interest income is recognized as earned. 
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2. Summary of Significant Accounting Policies (continued)

Income Taxes:

The Company is a disregarded entity and not subject to income tax for federal or state purposes,
thus, in accordance with Topic 740, ASU 2019-12, no federal or state income tax expense has
been allocated or recorded in the statement of financial condition. The Company’s operating
results are included in the federal, state and local income tax returns filed by its Parent.  In
addition, in accordance with ASU 2019-12, the Company is not required to and has not
recorded any deferred taxes. However, under California law, a limited liability company must
file a separate income tax return and pay an annual nondeductible minimum tax of $800 and
an additional fee based on revenue.

As of December 31, 2022, the Company determined that it had no uncertain tax positions which
affected its financial position and its results of operations or its cash flows, and will continue
to evaluate for uncertain tax positions in the future.

Current Expected Credit Losses (CECL):

The Company is required to present its financial assets measured at amortized cost at the net
amount expected to be collected.

As of December 31, 2022, the Company determined that it had no estimated credit loss
affecting its statement of financial condition. Most of the financial assets within the scope of
ASU 2016-13 are considered short-term in nature and therefore the Company is less
susceptible to risks and uncertainty of credit losses over extended periods of time.

Lease Obligations:

The Company is required, in accordance with ASC 842, to capitalize the assets and related
lease liabilities on its balance sheet for assets under leases with terms of more than 12 month.

As of December 31, 2022, the Company has determined that it has no contract conveying the
right to control the use of identified assets for a period of time in exchange for consideration
which affected its statement of financial condition.
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3. Cash and Cash Segregated under federal and other regulations

Restricted cash represents cash segregated to satisfy requirements under SEC Rule 15c3-3.
This cash is held in a special reserve bank account for the exclusive benefit of customers.

4. Net Capital Requirement

The Company is a registered broker-dealer and subject to the SEC Uniform Net Capital Rule
15c3-1, which requires the Company to maintain a minimum net capital equal to the greater of
2% of aggregated customer-related debit items in the customer reserve computation under SEA
Rule 15c3-3 or $250,000. On December 31, 2022, the Company's net capital was $9,374,327,
which was $9,124,327 in excess of its minimum net capital requirement of $250,000.

5. Securities Exchange Commission Rule 15c3-3

The Company is subject to the Customer Protection Rule 15c3-3 under the Securities Exchange
Act of 1934.  As of December 31, 2022, although there was no requirement per the Company’s
weekly calculation, the Company maintained a balance of $100,000 in a Special Reserve Bank
Account for the Exclusive Benefit of Customers.

6. Related-Party Transactions

The Company has an Expense Sharing Agreement (“ESA”) with its Parent. The agreement
requires that certain direct and indirect costs be allocated to the Company and recorded on a
monthly basis. Direct expenses consist of personnel salary, benefits, and payroll tax costs based
on specific employees dedicated to Company activities. Indirect expenses include rent,
technology, professional fees, and insurance based on a pre-agreed amount outlined in the
ESA, which is calculated based on pro-rata headcount. Management considers such allocation
methodology as appropriate to reflect the cost incurred by the Parent that benefits the
Company.
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6. Related-Party Transactions (continued)

In addition to the expense sharing agreement, the Company entered into an Ongoing
Contribution Agreement with its Parent on July 1, 2022. Pursuant to the agreement, for a twelve
month period commencing on July 1, 2022, in lieu of the Company reimbursing the Parent for
any cost of the shared services and resources under the Expense Sharing Agreement (“ESA”),
the Company shall instead record it as a Capital Contribution.

For the year ended December 31, 2022, the Parent forgave a total of $14,024,673 in expense
reimbursement due from the Company. The amount was recognized as a member contribution
and no balance is due to the Parent as of December 31, 2022 for such costs.

As shown in the accompanying statement of financial condition, the Company has sustained
significant operating losses since inception and is still in the process of establishing their
business. Historically, the Parent has provided financial support to fund the Company’s
operation and until such time the Company achieves profitability, the Company will have the
continued support of its Parent.

The Company’s operations and financial position could differ from those that would have been
obtained if these entities were unrelated.

7. Liabilities Subordinated to Claims of General Creditors

On July 14, 2021, the Company entered into a Subordinated Debt agreement with its Parent in
the amount of $3,000,000 which matures on July 14, 2024. The agreement calls for an annual
interest rate of 1% and the interest is settled annually.  The accrued interest as of December
31, 2022, is $30,000 and is reported on the Company’s Statement of Financial Condition.  The
liabilities subordinated to claims of general creditors are available in computing net capital
under the SEC’s uniform net capital rule.  To the extent that such borrowings are required for
the Company’s continued compliance with minimum net capital requirements, they may not
be repaid.

8. Commitments and Contingencies

The Company may be subject to claims as well as reviews by self-regulatory agencies arising
out of the conduct of its business.

Management is not aware of any unasserted claims or assessments that would have a material
adverse effect on the financial position and the results of operations of the Company.
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9. Fair Value of Assets and Liabilities

The Company’s financial assets and financial liabilities are recorded at fair value or at amounts
that approximate fair value. These assets and liabilities include Cash, Interest receivable,
Prepaid expenses, Other assets, Accounts payable, Accrued expenses, Interest payable and
Subordinated borrowings. The carrying amounts reported in the Statement of Financial
Condition for the Company’s financial instruments closely approximate their fair values due
to the short-term nature of these assets and liabilities.

10. Bank Sweep Program

Pursuant to the Company’s compliance with the SEC’s 17-point guidance on Bank-Sweep
Programs, the Company offers to its customers the ability to automatically move free credit
balances into a Bank-Sweep Account held at J.P.Morgan Chase Bank N.A. (“Destination
Bank”). These accounts are established in a manner designed to provide full Federal Deposit
Insurance Coverage to each of the Company’s deposit customers.

On December 31, 2022, the Destination Bank held on deposit $50,412,857 in this Omnibus
account. There are no reconciling items between this amount and the amount maintained in the
Company’s records.

11. Subsequent Events

The Company evaluated subsequent events through the date the statement of financial
condition was available to be issued and has determined that no subsequent events have
occurred that would require disclosure in the financial statements or accompanying notes.


