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OATH OR AFFIRMATION

1, Darryl L. Edmonds , swear (or affirm) that, to the best of

my knowledge and belicf the accompanying financial statement and supporting schedules pertaining 10 1he firm of
TrustCore ILovestments, Inc, ., as

of __December 31 , 2006 are true and correct. | further swear (or affinm) that

neithes the company nar any pariner, proprictor, principal officer or director has any proprictary interest in any account
classificd solely as thav of a customer, except as follows:

W&o ———%

N Signature

Secretary

Title

MY COMMISSION
EXPIRES 08/22/09

ghcable boxes):

\ﬁ () Fachy Page
’ﬁ)) Slalcn:‘t.‘ful(lt_'-f:i!l{'lgi:ia Condition.
B (¢} Statement of income (Loss).
(d) Statement of Changes in Financial Condition. Statement of Cash Flows.
{¢) Statement of Changes in Stockholders’ Equity or Partners™ or Sule Proprictors™ Capital.
(N Starement of Changes in Liabilities Subordinated to Claims of Creditors.
(g} Computation of Net Capinal,
(h} Computation for Delermination of Reserve Requirements Pursuant to Rule 15¢3-3.
(i) Information Relating Lo the Passession or Conteol Requirements Under Rule 15¢3-3.
(i} A Reconciliavion, including appropriate explanation of the Camputation of Net Capital Under Rute 15¢3-1 and the
Computation for Determination of the Reserve Requirements tnder Exhibit A of Rule 15¢3-3.
(k) A Reconciliation between the audited and unaudited Starements of Financial Condition with respect to methods of
consolidation.
(1) An Oath or Affirmation.
{m) A copy of the SIPC Supplcmental Report,  Not required.
(n) Arcport describing any material inadequacies found 12 : ust or found to have existed since the daic of the previous audit,

HOR KN HREEEEE

** For conditions of confidential (reatment of certuin poriions of this filing, sce seciion 240.17a-5(c)(3}.
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MAGGART & ASSOCIATES, P.C.
Certified Public Accountants

150 FOURTH AVENUE, NORTH
SUITE 2150

NASHVILLE, TENNESSEE 37219-2417
Telephone (615) 252-6100
Facsimile (615) 252-6105

INDEPENDENT AUDITOR'S REPORT

To The Board of Directors

TrustCore Investments, Inc,

(a wholly-owned subsidiary of TrustCore Financial, Inc.)
Brentwood, Tennessee

We have audited the accompanying statement of financial condition of TrustCore Investments, Inc.

(a wholly-owned subsidiary of TrustCore Financial, Inc.) as of December 31, 2006, and the related
statements of income (loss), changes in stockholder's equity, changes in subordinated liabilities and cash
Nows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities Exchange Act
of 1934, These financial statements are the responsibility of the Company's managemem. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit 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 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 overal! financial statement presentation. We believe thal cur audit provides a
reasonable basis for our opinion.

En our opmion, the financial statements referred to above present fairly, in all material respects, the
financial position of TrustCore Investments, Inc. at December 31, 2006, and the results of its operations
and its cash flows for the year then ended in conformity with accounting principles generally accepted in
the Uniled States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in the supplemental Schedules 1 through 6 is presented for purposes
of additional analysis and is not a required part of the basic financial statements, but is supplementary
information required by rule 17a-5 under the Securities Exchange Act of 1934. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated in all material respects in relation to the basic financial statements taken as a

o %&fmf}' %ﬁé%dzﬂ/ / C.

Nashville, Tennessee
February 8, 2007




TRUSTCORE INVESTMENTS, INC.
(a wholly-owned subsidiary of TrustCore Financial, Inc.)

Statement of Financial Condition

December 31, 2006

Assets

Cash

Deposit with clearing organization

Reccivable from fund companies and clearing organization
Prepaid expenses

Total assets

Liabilities and Stockholder's Equity

Payable to registered representatives
Due to parent company
Total liabilities

Stockholder's equiry:
Common stock (no par value). Authorized 2,000 shares, issued and
outstanding }0 shares
Additional paid-in capital
Retained earnings
Total stockholder's equity

Total liabilities and stockholder's equity

The accompanying notes are an integral part of these financial statements,

$ 142,432
50,000
108,726
36.261

337419

$ 91,084
83.645
174.729
1,000
7,325
154,365
162.690

$ 337419




TRUSTCORE INVESTMENTS, INC.
(a wholly-owned subsidiary of TrustCore Financial, Inc.)

Starement of Income (Loss)

For the Year Ended December 31, 2006

Revenues:
Cominissions
Intcrest and dividends

Total revenues

Operaling expenses:
Commission expense
Salaries and benefits
Insurance
Inerest expense
Professional fees
Telephone
Taxes and licenses
Office supplies and expense
Clearance fees

Total operating cxpenses
Net income before provision for income taxes
Provision lor income taxes

l.oss

The accompanying notes are an integral part of these financial statements.

$ 1,753,179

71217

1,760,396

991,885
447,229
69,563
5,213
24,912
7,009
14,555
148,690
49378

——————

1,758,434
1,962
3,367

(1409




TRUSTCORE INVESTMENTS, INC.
(e wholly-owned subsidiary of TrustCore Financial, Inc.)

Statement of Changes in Stockholder's Equity

For the Year Ended December 31, 2006

Additional Total
Commen Paid-in Retained Stockholder's
Stock Capital Larnings Equity
Balance at December 31, 2005 $ 1,000 7,325 155,770 164,095
l.oss - - (1,405) {1,405)
Balance at December 31, 2006 $ 1,000 _7.325 154,365 162690

The accompanying notes are an integra) part of these financial stalements.




TRUSTCORE INVESTMENTS, INC.
(a whally-awned subsidiary of TrustCore Financial, Inc.)

Statement of Changes in Subordinated Liabilities

For the Year Ended December 31, 2006

Subordinated liabilitics at beginning and end of year

The accompanying notes are an integral part of these financial statements.




TRUSTCORE INVESTMENTS, INC.
{a wholly-owned subsidiary of TrustCore Financial, Inc.)

Statement of Cash Flows
For the Year Ended December 31, 2006

Increase (Decrease) in Cash and Cash Equivalents

Cash flows from operating activities:
Loss
Adjustments to reconcile loss 1o net cash used in
operating activities:
Changes in operating assets and liabilities:
Increase in receivable from fund companies and clearing

organization $ (30,064)
Increase in payable to registered representatives 22,433
Increase in due to parent company 3,367
Increase in prepaid expense (12,266)

Total adjustmenis
Net cash used in operating activities
Cash Nows from [inancing activities:
Increase in due to parent company 76,094
Net cash provided by financing activitics
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental Disclosure of Cash Flow Information:

Cash paid in current year for:
Interest

The accompanying notes are an integral part of these financial statements.

$  (1,405)
(16.530)
(17,935)

76.094

58,159

84.273

———— e

b 142,432




TRUSTCORE INVESTMENTS, INC.
(a whally-owned subsidiary of TrustCore Financial, Inc.)

Notes to Financial Statements

December 31, 2006

(1) Organization

TrustCore Investments, Inc. is a wholly-owned subsidiary of TrustCore Financial, Inc. and is
cngaged in the securities business. The Company is a broker-dealer which sells general
securities on a fully disclosed basis through a clearing broker, dircct participation programs and
variable contracts on a "best efforts” and subscription basis, and mutual funds with alfl orders
cleared through the sponsoring institution.

Effective January ), 2004, the Company changed its name from TrustMark Investments, Inc. to
TrustCore Investments, Inc. This change was undertaken due to the preponderance of other
firms in the financial industry with names similar to TrustMark. The change in corporate name
provides stronger ownership of the name on the national level as well as eliminating the
potential for confusion in the future. This name change was applicd 10 the parent company and
all subsidiaries.

(2) Swmmary of Significant Accounting Policies

(a) Cash and Cash Egquivalents

For the purpose of the statement of cash flows, the Company considers all cash and
highty liquid debt instruments purchascd with a maturity of three months or less to be
cash equivalents. The Company maintains its cash in bank accounts which, a1 thnes,
may exceed federally insured limits. The Company places its cash and cash
equivalents with financial institutions management considers to be of a high quality.

(b) Revenue Recognition

The financial statements are preparcd on the accrual basis. The Company recognizes
commission income on a trade date basis.

(c) Income Taxes

The Company files consolidated federal and state income 1ax returns with ils parent
company and other subsidiaries. The policy of the Company's parent is to charge or
credit the Company with an amount equivalent to federal and stale income taxes or
benefit on a separate return basis.

() Estimates

The preparation of financial staiements in conformity with generally accepted
accounting principles requires management 1o make estimates and assumptions that
affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.
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TRUSTCORE INVESTMENTS, INC.
(@ wholly-owned subsidiary of TrustCore Financial, Inc.)

Notes to Financial Statements, Continued

December 31, 2006

Summary of Significant Accounting Policies, Continued

(e) Advertising Costs

Advertising costs are expensed as incurred.

Net Capital Requirements and Other Restrictions

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (15¢3-1) which requires the maintenance of minimum capital equal 10 $50,000. At
December 31, 2006, the Company had net capital as defined of $121,374.

During the year ended December 31, 2000, the Company entered into an agreement for clearing
services with a broker-dealer registered with the Securities and Exchange Commission. In
accordance with the agreement between these partics, a $50,000 cash balance is maintained
with the clearing broker and is reflected as deposit with clearing organization in the statement
of financial condition. In addition, the clearing agreemeni established a minimum capital
requirement of $100,000 10 be maintained by the Company.

Due to Parent Company

The advances of $83,645 at December 31, 2006 represent unsccured non-interest bearing
advances provided by its 100% shareholder. The account is used for clearing of expense
allocation between the Company and its affiliates. In addition, the account balance a1
December 31, 2006 includes an amount of $3,367 which represents the current ycar provision
for income taxes attributable to the Company.

Related Party Transactions

Substantially all expenses of the Company, except commission expense and clearing charges
represent allocations of such expenses from its paremt company. The allocation is determined
by management of the parent company. Expenses allocated 1o the Company for the year ended
December 31, 2006, were approximately $650,000. Included within the current year allocation
associated with salaries and benefits is an amount of 369,500 that represents salaries of the
parent company's directors. Current year advertising costs of 311,510, as allocated to the
Company, were included in the expense category of office supplies and expense.




(3)

TRUSTCORE INVESTMENTS, INC.
(a wholly-owned subsidiary of TrustCore Financial, Inc.)

Notes to Financial Statements, Continued

December 31, 2006

Related Party Transactions, Continued

During the previous year ended December 31, 2003, the Company and its affiliates relocated
their operations to a new expanded office facility. In conjunction with this move, the parent
company enlered into a sublease agreement for this office facility from August, 2005 through
December, 2013. Lease payments under this agreement began on January, 2006 with the
remaining required lease obligation payable as foltows:

Year Ended

December 31 Amount
2007 b 321,186
2008 330,806
2009 340,604
2010 350,936
2001 358,061
Therealter 737.678

$_2439.271

In addition, the parent company entered into a promissory note agreement with a financial
institution, effective October 28, 2005, in an amount of $300,000 to be paid in monthly
principal and interest installments of $5,883, a1 6.5%, beginning November 28, 2005 through
October 28, 2010. The proceeds from this note payable were used to fund the cost of the ofTice
rclocation and related refurnishings. The note is collateralized by the furnishings held by the
parent company and is guaranteed by the parent company’s directors.

The Company shares in the rental obligation and note payable interest charges through the
parent company’s allocation of expenses. Rental expense of $124,698 associated with the
sublease agreement was allocated to the Company during 2006, net of a related amount of
$118,358 allocated to registered representatives, and is included within office supplies and
expense. Interest of $5,213 associated with the promissory note agreement was allocated
during 2006 and is reflected as interest expense.




TRUSTCORE INVESTMENTS, INC.
(0 wholly-owned subsidiary of TrustCore Financial, Inc.)

Notes to Financial Statements, Continued

December 31, 2006

(6) Praovision for Income Taxes

The provision for income taxes at December 31, 2006 consists of the following:

Federal income tax provision ) 2,446
State income tax provision 921
Total income tax provision § 3,367

This provision is derived from the current year taxable income from operations after adjustment
for certain non-deductible expenses multiplied by the anticipated federal and state cffective
income tax rates. This provision is included within the amount due to parent company at
December 31, 2006.

(7) Receivable from Fund Companies and Clearing Organization and Payable to Registered
Representatives

Amounts rcceivable from fund companies and clearing organization and payable 10 registered
representatives al December 31, 2006, consist of the following:

Receivable Payable
Fees and commissions
receivable/payable b 108726 _____ 91,084

(8) Expanded Services

During 2003, the Company entered into an expanded services program agreement with a
Tennessee financial institution (“Bank™) atong with the Company’s parent and several of the
parent’s other subsidiaries. In accordance with the agreement, the Bank would allow the
Company and affiliates 10 provide cenain nonproprietary nondeposit products and various
investment services to customers of the Bank. In conjunction with this agreement, the Bank
would share in the commissions recognized through provision of these services. During the
current year, the commission revenues recognized under this agreement totaled $10,541 with
related commission expense of $2,097 associated with the Bank. During the current year, the
Company’s president scrved on the Bank’s board of directors.

(9 Concentration of Credit Risk

The Company has deposits with a local financial institution in excess of the $100,000 federally
insured limit by the Federal Deposit Insurance Corporation. The exposure to the Company at
December 31, 2006 is approximately $42,000.




TRUSTCORE INVESTMENTS, INC.

Schedule 1

(a wholly-ewned subsidiary of TrustCore Financial, inc.)

Computation af Net Capital

December 31, 2006

Total stockhelder's equity
Deduct stockhelder’s equity not allowable for net capital
Total stockholder’s equity qualified for net capital

Less nonallowable assets and haircuts:
Receivable from fund companies and clearing organization, outstanding
greater than 30 days.
Prepaid expenses
Haircuts
Total nonallowable assets and haircuts

Net capilal
Net capital required

Excess net capital

$ 162,690
4.000
158.690




Schedule 2

TRUSTCORE INVESTMENTS, INC.
(a whollp-owned subsidiary of TrustCore Financial, Inc.)

Compautation for Determination of
Reserve Requirements Pursuant to Rule 15¢3-3

December 31, 2006

The Company is exempt from the requirements of Rule 15¢3-3 under Section K(2) (ii) of the Rule.




Schedule 3

TRUSTCORE INVESTMENTS, INC.
(a wholly-owned subsidiary of TrustCore Financial, Inc.}

Information Relating to the Possession or
Control Requirements Under Rule 15¢3-3

December 31, 2006

The Company is exempt from the requirements of Rule 15¢3-3 under Section K(2) (ii) of the Rule.




Schedile 4

TRUSTCORE INVESTMENTS, INC.
{a wholly-owned subsidiary of TrustCore Financial, Inc.)

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

December 31, 2006

A reconciliation of the net capital computed with the computation of net capital on the December 31,
2006 FOCUS Report - Part 1A is shown below:

Nect capital computed on Schedule | and as

computed on the Company’s FOCUS Report -
Part I1A (unaudited) at December 31, 2006 §___ 121,374

The Company is exempt from the requircments of Rule 15c3-3 under Section K(2) (it) of the Rule.




Schedule 5

TRUSTCORE INVESTMENTS, INC.
(a wholly-owned subsidiary of TrustCore Financial, Inc.)

Reconciliation Between the Audited and Unaudited
Sratements of Financial Condition with Respect
to Methoeds of Consolidation

December 31, 2006

Not Applicable




TRUSTCORE INVESTMENTS, INC,
(a wholly-owned subsidiary of TrustCore Financial, Inc.)

Material Inadequacies Found to Exist or Found
to Have Existed Since the Date of the Previous Audit

December 31, 2006

None

Schedule 6
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MAGGART & ASSOCIATES, P.C.
Ccm'ﬁd Public Accountants
150 FOURTH AVENUE, NORTH
SUITE 2150
NASHVILLE. TENNESSEE 37219-2417

Telephone (615) 252-6100
Facsimile (615) 252-6105

Independent Auditor’s Report an Internal Control //\

To the Board of Directors
TrustCore Investments, Inc.
Brentwood, Tennessee

In planning and performing our audit of the {inancial stalements of TrustCore InveStments, Inc. (the
Company), as of and for the year ended December 31, 2006, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s internal control over
financial reporting (internal control} as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s internal contrel. Accordingly, we do not express an opinion on the
cifectivencss of the Company’s internal control.

Also, as required by rule 17a-5{g)(1) of the Securilies and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company including consideration of control
activities for safeguarding securities. This study included tests of such practices and procedures that we
considered relevant to the objectives stated in rule 17a-5(g) in making the periodic computations of
aggrepate indebtedness (or aggregate debits) and net capital under rule 17a-3(a)}(11) and for determining
compliance with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities
accounts for customers or perform custodial functions relaling 1o customer securities, we did not review
the practices and procedures followed by the Company in any of the following:

I.  Making quarterly securities examinalions, counls, verifications, and comparisons and
recordation of differences required by rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal
Reserve Regulation T of the Board of Governors of the Federal Reserve Sysiem

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred lo in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments by management are required to assess the expected benefits and related costs of controls
and of the practices and procedures referred to in the preceding paragraph and to assess whether those
proctices and procedures can be expected to achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control 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 properly to permit the 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.




TrustCore Investments, Inc.
Page Two . :

Because of inherent limitations in internal control or the practices and procedures referred to above, error
or fraud 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.

A control deficiency exists when the design or operation of a control does not allow management or
cmployees, in the normal course of performing their assigned functions, to prevenmt or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepied accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencics, that resulis in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second
paragraphs and would not necessarily identify all deficiencies in internal control that might be material
weaknesses.  We did not identify any deficiencies in internal comrol and control activities for
safeguarding securities that we consider to be material weaknesses, as defined above,

We understand that practices and procedures thal accomplish the objectives referred 10 in the sccond
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 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 al December 31, 2006 to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
SEC, the National Association of Securities Dealers, Inc. and other regulatory agencies that rely on rule
1 7a-5(g) under the Securities Exchange Act of 1934 in their repulation of registered brokers and dealers,
and is not intended to be and should not be used by anyone other than these specified parties.

ot ¢ flesrictan £

MAGGART & ASSOCIATES, P.C.

Nashville, Tennessee
February 8, 2007
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