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Informatlon Required of Brokers and Dealers Pur s tlon 17 of the
Securmes Exchange Act of 1934 and Rule 1745 reunder
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REPOBT FOR THE PERIOD BEGINNING__ Q1/01/06 AND ENDING _12/31/06
: * MM/DD/YY ‘ MM/DD/YY

! A. REGISTRANT IDENTIFICATIOI$T

' !
NAME OF BROKER-DEA:LER Sawo Securities, Inc. QFFICIAL USE ONLY

i L

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.} FIRM \.D. NO.

: |
6940 S. Edgerton Road
Do (No. and Street)

' ]
Cleveland, Ohic 44141 .
(City) ? (State) (Zip Code)}

T
!
l

NAME AND 'I'ELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THiS REPORT

i _Paul Madow ' - - 440-838-1400 Ext 145
? f _ l. (Area Code — Telephone Number)

‘ . B. ACCOUNTANT IDENTIFICATIQN

INDEPENDENT PUBLIC{ ACCOUNTANT whose opinion is contained in this Rei)ort*
! .
| Mayer Ho'ffmian McCann P.C.

[ ; - : (Name — if individual, state last, first, middie name)

6050 Oaktree Blvd, Suite 500 Cleveland, Ohio 44131
(Address) , (City) {State) (Zip Code)

§
CHECK ONE: |

[@ Cerified Public Accountant PROCESSED

O Public Acct:)untant

|

; O Accoumant;not resident in United States or any of its possessions. |+ X’? MAR 21 2007
| FOR OFFICIAL USE ONLY | THOMSON
| | FINANCIAL

|
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*Claims for exemption ﬁ'om the requirement that the annual report be covered by thelopinion of an independent public accountant
must be supported by a sratement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-3(e}(2)
;
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OATH OR AFFIRMATION

1, I Paul Madow | , swear (or affirm) that, to the best of
- my knowledge and belleftl'le accompanying financial statement and supporting schedules pertaining to the firm of
} Sawo Securities, Inc. , as
of ! December 11 1 . , 20 ng , are true and correct I further swear (or affirm) that
neltherl the company nor any partner, proprietor, principal officer or director has any proprletary interest in any account
|
classified solely as that of zlxeustomer except as follows:
i
[}
i None |
T [
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. NE . ’
;r‘, . -[ -~ i
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VI / »//| /\_Z/L'
B ' !
S . | Signature
P AR N e
PSR : !
ENAS Lol BN ! President |

DEBORAH A. ROBERTSON ’
NOTARY PUBLIC, STATE OF OHIG
Recarded in Cuyahoga County
{ o My Comm. Expires April 1, 2007
This report ** contains (check al} applicable boxes):

- (a)| Facing Page.

(b)' Statement of Flmmt:lal Condition.

(c)‘ Statement ofIncome (Loss).

{d) Statement of Changes in Financial Condition.

(f)! Statement of Changes in Liabilities Subordinated to Claims of Creditors.
{g) Computatlon of Net Capital.

consohdatlon
()| An QOath or.Affirmatlon
(m) A copy of the SIPC Supplemental Report.

NO0R 0O F0080EH0OHEEE

' Title

{e), Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(h)l Computauon for Determlnatlon of Reserve Requirements Pursuant to Rule'l 5¢3-3.

(1) Information Relatmg to the Possession or Control Requirements Under Rule 15¢3-3.

A Reconc111at|on 1ncludmg appropriate explanation of the Computation ofNet Capital Under Rule 15¢3-1 and the
Computanon for Determmatlon of the Reserve Requirements Under Exhlblt A of Rule 15¢3-3.

(k) A Reconc111at10n between the audited and unaudited Statements of Fmancxal Condition with respect to methods of

|
(n) A report descnbmg any material inadequacies found to exist or found to have e)clsted since the date of the previous audit.

**Lor rl:ondmons of conﬁdlennal treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Mayer Hoffman McCann P.C.
| An In:dependent CPA Firm

6050 Oak Tree Boulevard, Suite 500
{ Cleveland, Ohio 44131
216-447-8000 ph
| 216-447.9007
www.mhm-pc.com
I

INDEPENDENT AUDITORS' REPORT

:
To the Board of Dlirectors
S)I\WO SECtJRITIiES, INC.
i
We have audltedlthe accompanying statement of financial condition of Sawo Securities, Inc.
(The Company) as of December 31, 2006 and the related statements of income, changes in
stockholder s equity.and cash flows for the year then ended that you are filing pursuant to rule
1Ta 5 under the‘ Securities Exchange Act of 1934. These|t"nanc;a| statements are the
responsrblllty of tne Company’s management. Our responsibility is to express an opinion on
these ﬂnancral statements hased on our audit. .
V\:I’e conducted our audit in accordance with U.S. generally accepted auditing standards. Those
standards requrre that we plan and perform the audit to obtaln reasonable assurance about
whether the flnan0|al statements are free of material mlsstatement An audit includes
exammlng, on a test basis, evidence supporting the amounts and disclosures in the financial
statements An audit also includes assessing the accounting prmmples used and significant
estrmates made lby management, as well as evaluating the overall financial statement
presentatlon We believe that our audit provides a reasonable basis for our opinion.

;

In our oplnlon the financial staterments referred to above present fairly in all material respects,
the financial. posutlon of Sawo Securities, Inc. as of December 31 2006, and the results of their
operations and their cash flows for the year then ended in conformity with U.S. generally
a?cepted accountmg principles.

Our audit was conducted for the purpose of forming an oprnron on the basic financial
statements taken|as a whole. The accompanying computation of net capital at December 31,
2006 under rule |15¢3-1 of the Securities and Exchange Commission is presented for the
purposes of additional analysis and is not a required part of the] basic financial statements, but
|t[|s supplementary information required by rule 17a-5 under the Securities Exchange Act of
1934. Such lnformatron has been subjected to the audltrng procedures applied in the audit of
the basic ﬁnanc1a| statements and, in our opinion, is fairly stated in all material respects in
relation to the baS|c financial statements taken as a whole.

WWM”L% pe.

Cleveland, Ohio
February 26, 200?’




| Mayer Hoffman McCann P.C.
| An In:dependent CPA Firm

6050{ Oak Tree Boulevard, Suite 500
| Cleveland, Ohio 44131

| 216-447-3000 ph

216- 447 9007 fx

1w, mhm -pc.com

1

To the Board of Directors
: ‘ |

SAWO SECURITI'ES INC.

In planning and performlng our audit of the financial statements and supplemental schedule of
Sawo Securities, Inc. (The Company) for the year ended December 31, 2006, we considered
its internal contro!, including control activities for safeguarding securmes in order to determine
our auditing procedures for the purpose of expressing our opinion on the financial statements
and not to prowdel assurance on 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 tests of
such practices and procedures that we considered relevant to the objectives stated in rule 17a-
(g) in making the periodic computations of aggregate mdebtedness (or aggregate debits) and
net capital under rule 17a-3(a){(11) and for determining compllance with the exemptive
prowsnons 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
practlces and procl:edures followed by the Company in any of the foIIowmg
i I
f 1. Making quarterly securities examinations, counts, verifi catlons and comparisons and
recordation of differences required by rule 17a-13
2. Complying wnth 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 :
3. Complying W|th 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
I

i
»
'
4

|

The management of the Company is responsible for estabhshmg and maintaining internal
control and the practlces and procedures referred to in the precedlng paragraph. In fulfilling
thls responsrbrllty, estimates and judgments by management are required to assess the
expected benefits and related costs of controls and of the practlces and procedures referred to
in the preceding Iparagraph and to assess whether those practlces and procedures can be
expected to achieve the SEC’s above-mentioned objectives. Two of the objectives of internal
controt and the practlces and procedures are to provide management with reasonable but not
absolute assurance that assets for which the Company has responS|b|1|ty are safeguarded
agamst loss from unauthorized use or disposition and that transac‘uons are executed in
accordance with management s authorization and recorded properly to permit the preparation
of financial statements in conformity with U.S, generally accepted accounting principles. Rule
17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph !
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Because of the rnherent limitations in internal control or practlces and procedures referred to
above error or fraud may occur and not be detected. Also, prorectlon of any evaluation of them
to future penods |s subject to the risk that they may become madequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

|
Our consrderatron of internal control would not necessarily disclose all matters in internal
control that mrght be material weaknesses under standards establlshed by the American
‘Institute of Certlﬁed ‘Public Accountants. A material weakness is a condition in which the
design or operatlon of the specific internal control components does not reduce to a relatively
low level the risk that error or fraud in amounts that would be matenal in relation to the financial
statements belng{audrted may occur and not be detected wrthln,a timely period by employees
|n the normal course of performing their assigned functions. However we noted no matters
rnvolvmg mternal control, including control activities for safeguardmg securities, that we
consrder to be materlal weaknesses as defined above. ,
We understand that practices and procedures that accomplrsh 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
practrces and procedures that do not accomplish such ob}ectrves in all material respects
indicate a matenal inadequacy for such purposes. Based on thrs understanding and on our
study, we beheve that the Company's practices and procedures were adequate at December
31, 2006 to meet 1the SEC's objectives.

Thrs repor’( is mtended solely for the information and use of the Board .of Directors,
management the SEC, the NASD, and other regulatory agencnes that rely on rule 17a- 5(g)
under the Secuntres Exchange Act of 1934 in their regulation of regnstered brokers and dealers,
and is not mtended to be and should not be used by anyone other than these specified parties.

VK%%MM b.c.

Cleveland Ohio |
February 26, 2007
! |




T SAWO SECURITIES, INC.
; STATEMENT OF FINANCIAL CONDITION

l ‘ o December 31, 2006

| C ASSETS
| 5
CURRENT ASSETS |
Cash { | $ | 12780
Receivables . 2,784
TOTAL CURRENT ASSETS i 15,564
- ' | .
PROPERTY AND EQUIPMENT AT COST '
Equment $ |1 2,208
Less: Accumulated depreciation L {2,298) -
l 1
ADVANCE TO PARENT ! 2,941
i
L | | $. 18,505
L " :
1 SHAREHOLDER'S EQUITY
|
>OMMON STOCK '
Class A}. ! ;
No par value | 3
Authonzed P - 100 shares ' $ 12,500
issued and outstandlng - 50 shares
SAID - IN CAPITAL | | | 11,967
j
CCUMULATEDIDEFICIT (5,962)

B, SN , DO, WU

$ 18,505

: See notes to financial statements.
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SAWO SECURITIES, INC.

|
STATEMENT OF INCOME |
‘ Year Ended December 31, 2006 | I
: : |
! |
| |
INCOME s )
i {
: : |
| v |
OPERATING EXPENSES . \
| Professional fees $ 1,950
Licenses'and taxes i 482 :
i Office and miscellaneous 6 2,438
| : ' |
NiET LOSS BEFORE INCOME TAX BENEFIT | (2,438)
- h |
II\;ICOME TAX BENEFIT : | 1,041
. I
NET LOSS FOR THE YEAR I $ {1,397
. I |
! . »
| [
f |
|
i 1
H {
i )
| ; i
! | |
| :
5 ‘ :
; i ,
i ! ‘
L i | |
i i b ‘
E f
| 1 !
! ; '
i See notes to financial statements. |
i |
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SAWO SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY

Year Ended December 31, 2006

:

| Common Stock Paid-In Accumulated ‘

| t ! Shares  Amount Capital Deficit Total
Balance at Janua§y 1, 2006 50 $ 12500 $ 6,885 $ (4,565 $ 14,820

| ' '
C;apital contributed - - . 5,082 - 5,082

l ! . [
Netloss - - - (1,397) (1,397)
Balance at December 31, 2006 50 12500 & 111,967 § (5962) $ 18,505

i
i
!
!

-6 -

See notes to financial statements.



SAWO SECURITIES, INC.

STATEMENT OF CASH FLOWS

Year Ended December 31, 2006 |

& : |

CASH FLOWS FROM OPERATING ACTIVITIES
i Net |OSS=
| (Increase) decrease in operating assets:
i Accounts recelvable
| Advance to parent
!

NET C/I\SH FLOWS FROM OPERATING ACTIVITIES

" |
CASH FLOWS I-ROM INVESTING ACTIVITIES
Increase in mvestmg

Capltai contribution

N__ET CHANGE IN CASH

B

|
:
|
i CASH, BEGINNING OF YEAR
f
|

CASH END OF YEAR

!
!
'|
!

|

i
o

(1,397)

(2,784)
759

(3,422)

5,082
1,660

11,120

12,780

See notes to financial statements,
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SAWO SECURITIES, INC.

i _ | NOTES TO THE FINANCIAL STATEMENTS
l

! . . .
Summary Bf sig'nificant accounting policies !

f
Orgamzatlon SAWO Securities, Inc. (the Company) was organlzed under the laws of the

- |State of Ohio oﬁ ‘December 26, 1984 to operate as a broker- dealer in securities. SAWOQO

Securlties Inc. is a wholly owned subsidiary of Deerfield Estates Inc.

t

I
Equnpment and depreC|at|on Eqmpment is stated at cost and is depreciated using an

accelerated mcthod over a 5-year estimated life.
lr
Use of estlmates The preparation of financial statements ll'l conformity with U.S. generally
accepted : accountlng principles requires management to make estimates and assumptlons
that affect certam reported amounts and disclosures. Accordmgty actual results may -differ
from those estlmates
) :
Concentratlonlof credit risk - The Company maintains its cash balances at a local flnanmal
institution: Accounts at the institution are insured by the Federal Deposit Insurance
Corporatlon up;to $ 100,000. All balances were insured‘at Decernber 31, 2006.

F

Ir *

§ ]

. [
Net capltal requrrements

The Company is subject to the Securities and Exchange Commussron Uniform Net Capltal Rule

(Rule 1503 1) WhICh requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defi ned shall not exceed 15 to 1. At
December 31, 2006 the Company had net capital of $12, 780 which was $7,780 in excess of
its reqwred net capltal of $ 5,000. The Corporation’s net aggregate indebtedness to capital
ratio was Oto 1

Income taxesi -

Taxable mcome or loss is currently reported on-the consolldated corporate Federal income tax
return of;Deerf“ eld Estates, Inc. in its fiscal year which endstFebruary 28. The effectlve tax
rate from the consohdated filing, utilizing the net operating Ioss for the year ended December
31, 2006' was |24%. Any net realizable benefit is netted agalnst advances to and from the
Parent. The provision is calculated as shown below: L

. L. |

I Income Tax Provision:

'~ Net loss per books, before provision  $ | (2,438)

| Non-deductible item | (1,900)

! Loss available to parent " (4,338)
Effective tax rate 24%

' Current income tax benefit $i 1,041
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SUPPLEMENTAL SCHEDULE |




C .. SAWO SECURITIES, INC.

E + COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1 OF
! THE SECURITIES AND EXCHANGE COMMISSION

i

December 31, 2006

j
!
i
E
!

TOTAL ASSETS * | $ 18,505
‘ Less: Nonallo!wable assets

Miscellanecl)us receivables (2,784)

Intercompany advance (2,941)

. 1
Less: Total iia;bilities -

i
|
!
| Net capital béfore deduction 12,780
| . \

DEDUCTIONS FROM NET CAPITAL

Equipment - nét of depreciation -

Net capital, 12,780

! ’ .
Less: Minimum net capital required : 5,000
EXCESS NET CAPITAL , $ 7,780

*

There are ino mgterial differences between the net capital computed by the firm and
the independent auditors,
|

; See Independent Auditors’ report.
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