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Informatlon Required of Brokers and Dealers Pursuant to Section 17 of the
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01-01-0G7 AND ENDING 12-31-07
MM/DD/YY MM/DD/YY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Parchman, Vaughan & Co., LLC OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
Symphony Center, Suite 120 1040 Park Avenue
{No. and Streer)
Baltimore Maryland 21201
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Lara Vaughan-Gordon 410-244-8971
{Area Code - Teiephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report®

Clifton Gunderson LLP

(Name — if individual, state last, first, middle name)

9515 Deereco Road, Suite 500, Timonium Maryland 21093
(Address) (Ciy) PR {State) 8EE {Zip Code)
CHECK ONE: 0 CESSED Mallgégggislng
Certified Public Accountant MAR 07 Zm
O Public Accountant THOMS ON FEB 21 2R
O Accountant not resident in United States or any ef its p 1AL ninaton. DG
naton.
FOR OFFICIAL USE ONLY 100

*Claims for exemption from the requirement that the annual repori be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.17a-5(e)(2)

Potentlal parsons who are to respond to the collection of
information contalned in this form are not reg uiredtorespond
SEC 1410 (06-02) unless the form displays a currently valid OMB control number.
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OATH OR AFFIRMATION

1, Lara Vaughan-Gordon , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Parchman, Vaughan & Co., LLC , as
o i
of December 31 ,20_07 , are true and correct. 1 further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any prop etar;}mterest in" arnyb atgouit

.

classified solely as that of a customer, except as follows: ) ' ]

ature

Member
Title

—UT. My £ S3/0n as)

Notary Public A4/ E LBl 1 Comnds M.Léb
. . b 2(2 8b

This report ** contains (check all applitable Boxes)

(a) Facing Page.

(b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Fimameisi=Comdftion. Cash Flows.

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

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

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

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

() 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

{1) An Oath or Affirmation.

{m) A copy of the SIPC Supplemental Report.

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

HUKE O OREHHDOEEBE8EHE

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).




02/13/2008 11:19 FAX 41024408717 Parchman, Yaughan Booz2/014

Part I1A - Draft - Period: 12/2007 Amende d Dlyx)yy  Pagelof13
XF:)TRAMS (Financial and Operational Combined Uniform Single Report)
WL Part lIA Quarterly 17a-5(a)
INFORMATION REQUIRED OF BROKERS AND DEALERS PURSUANT TO RULE 17
COVER
Select a filing method: Basic ®  Atemate € [0011)
, PARCHMAN, VA
Nafme of Broker Dealsr: [0013) SEC File Number: 8- 50681
Address of Principal Placs of 1040 PARK AVENUE - [0014]
Business: [D020]
BALTIMORE Mp ——>220L Firm ID: 44390
o {0015)

For Perlod Beglnning  10/01/2007 AndEnding 12/31/2007
, {oo24] {0025}

Name and telephone number of person to contact in regard to this report:

Name: LARA VAUGHAN GORDOW, CEQ FPhone: 14151244-8973

[0030] (0031]
Name(s) of subsidiaries or affiliates consolidated In this raport;
Name: Phone:

(oo3z} [0033}]
Name: Phone:

[0034] {0035]
Name: Phone:

[0036) [0037}
Name:; Phone:

[0038] . [oo39]

Does respondent carry #ts own customer accounts?  Yes O poag]  No @ [opa1)
Check here if respondent is filing an audited repart T 100az

https://regfiling.finra,org/focus/F ORM_FOCUS__FJ{!?nzaPrintPrcview.asp?Fomﬂd=48956... 21 BIZOOQ




02/13/2008 11:19 FAX 4102440877 Parchman, Yaughan Boo3/014

Part [IA - Draft - Period: 12/2007 Page 2 of 13

ASSETS

Consolidated ' (0198]  Unconsolidated © (o199}

Allowable Non-Allowable Total
46,804 46,084
1. Cash {0200 [0750)
2. Receivables from brokers
or dealsrs;
A. Clearance
account [0295]
0
B. Other {0300] [0550] ios10)
3. Receivables from non- ¢
Costomers {03ss) [080c) (0830]
4. Securities and spol
commodities owned, &1
market value:
A. Exempted
securities [0418)
B. Dabtsacurities [0415)
C. Options {0420)
D. Other securities [0424)
E. Spot .
commodities [0430) (0850)
5. Securities and/or other
investments not readily
marketabla;
A. Atcost
[0130)
8. Atestimated 0
fair value [0440] [0610) [088q]
6. Securitles borrowed under 0
subordination agreements 104603 [0630] (0830}

and partners' individual
and capitgl securities
acoounts, at market value:

A. Exemptod
securities

[0150)

8. Other securities

https:/rogfiling finra.org/focus’FORM_FOCUS_Forn2aPrintPreview.asp?Formld=48956... 2/13/2008
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Part IIA - Draft - Period: 12/2007 Page 3 of 13
(0150]
7. Secured damand noles 0
market value of collateral: (0470) [0640] [0850]
A. Exsmpted
securitias
[0170)

B. Other securities

{01801
B. Memberships in
exchanges:

A. Owned, at
market

{0180]

B. Qwned, at cost [0850]

C. Contrbuted for 0
use of the (0660} [ee0q)
company, at
market value

9. Investment in and 0
receivabies from affillates, [0480] (0870] [0910]
subsidiaries and
assoclated partnerships

10. Property, furntture, D
equipment, lzasehold [0490) foes0) 10920}
Improvements and rights
under lease agreements,
at cost-net of accumulated
depreclation and
amartization

46,710 48,710

11. Other gssetls [0535] 10738) 0930)

12, 46,884 48,710 95,594
TOTAL ASSETS {0640} [0740) 10940]

hitps://regfiling finra.org/focus/FORM_FOCUS_Fomn2aPrintPreview.asp?Formld=48956... 2/13/2008
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Part [1A - Draft - Period: 12/2007 Page 4 0f 13

LIABILITIES AND OWNERSHIP EQUITY

Liabilities A.l. Liabilities Non-A.l. Liabilities Total
Q
13. Bank loans payable (1045] [1256] 1ta70]
14, Payable to brokers or dealers:
Q
A, Clearance account [1114] [1316] (18607
Q
B. Other [1118) [1305] (1540)
0
15. Payable to non-custemers (1155 [1355) (1610)
16. Securities sold not yet purchased, 0
at market value 11360} 11820
17. Accounts payable, accrued 18,061 18,081
ligbilitias, expenses and other [1205) [1385] [16B5)
18. Notes and morigages payable:
0
A, Unsecured [1210) [1890]
0
B. Secured [1211] [1380] [1700)
18. Liabilitles subardinataed to ¢laims
of general creditors:
0
A. Cash borrowings: 11400) 1710
1. from
outzidars
[G970]
2. intludes
equity
suybordination
(1563-1(d)) of
i
(0980]
B. Securities borrowings, 0
at market valua: [1410) (1720]
from outsiders
{cosn)
C. Pursuantte secured
demand noie collateral : 0
agresments: [1420] [1730)
1. from
outsiders

hutps://regfiling finra.org/focus’FORM_FOCUS_Forsn2aPrintPreview.asp?Formld=48956... 2/13/2008




02/13/2008 11:19 FAX 4102440877 Parchman, Yaughan ihoogso14

Part [IA - Draft - Period: 12/2007 Page 5 0f 13
[1000]
2.  Includes
equity
subordination

{15¢3-1(d)) of

{1010}
D. Exchange
meamberships
contributed for use of
company, at market 9
value [1430] [1740)

E. Accounts and other
borrowings not

qualified for net capital e

purposes [1220} (1440} [1758)

20, 18,081 0 18,081
TOTAL LIABLITIES [1230] [1450) [1780)

Ownership Equity
Total

21. Sole proprietorship . (1770
22. Partnership (imited pariners 77,5813
(1020]) [1780)

23, Corporations:

A. Preforrad stock {1791]

B. Common afock [1762)

C. Additlonal paid-in caplita! [1793]

D. Retained earnings [1754]

; Q
E. Total [1785)

F, Less capital stock in treasury [1796)

4. 77,513
TOTAL OWNERSHIP EQUITY 11800

25. 95,584
TOTAL LIABILITIES AND OWNERSHIP EQUITY [1810)

https:llregﬁling.ﬁnra.orglfocusfFORM_FOCUS_F&@nZaPﬁntPrcview.asp?FormldﬂBS}SG... 2/13/2008
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Part I1A - Draft - Period: 12/2007 Page 6 of 13

STATEMENT OF INCOME (LOSS)

Period Baginning 10/01/2007 Period Ending 12/31/2007 Number of months 3
(3932) [3933) [3931]
REVENUE
1. Commissions:
a, Commissions on transactions in exchange listed equity securities
executed on an exchange [3835]
b. Commisgions on listed optlon transactions [3838)
¢, All other securities commissions [3939)
4]
d. Total securities commissions [3940]

2. Galns orlosses on firm sscurities trading accounts

a. From market making In options on & natlonal securitiea exchange [9845)

b. From all other trading 13949

1]

€. Total gain (loss) 13850

3. Gains or losses on firm securities investment accounts [3852]

4, Profit {loss) from underwriting and selling groups (3655}

5. Revernue from sale of investment company shares [3970]

€. Commodities revenue 2520

7.  Fees for account supervision, investment advisory and adminisirative services (3575

672,149

8. Other revenue [3995)

672,149

9. Total revenue [«030)

' EXPENSES

80,400

10. Salariss and other employment costs for genera) partners and voting stockho!der officers [4120)

. 62,419

11. Other employee compensation and benefits [4115)

12. Commissions pald to other broker-dealers [4140)

13. Interest expense [4078)
a. Includes interest on accounts subject to

subordination agreements [4070]

14. Regulatory fees and expenses [4195)

BB, 169

15. Other expenses 14100]

htps://regfiling.finra.org/focus/FORM_FOCUS_Fotn2aPrintPreview.asp?Formld=48956... 2/13/2008




02/13/2008 11:20 FAX 4102440877

Parchman, Yaughan

Part IIA - Draft - Period: 12/2007

16.

Total expenses

NET INCOME

17.

18.

19.

20,

2.

22

Net Income(loss) before Federal income taxes and items below (item 9 less ftem 18)
Provigion for Federal income taxes {for parent only)

Equity in eamings (Josses) of unconsolidated subsidiaries not included above

doog/014

Page 7 of 13

230,988

14200}

441,161

{4210)

[4220]

a. After Federal Income taxes of [4238]

Extraordinary gains (Jossas)

{4222

a. After Federal Income taxes of [4239)
Cumulative effect of changes In accounting principles

Net income (loss) after Federal income taxes end extraordinary items

MONTHLY INCOME

23,

J

Income (current monthly only) before provision for Faderal income taxes and extroordinary
iterns

[4224)

[4225)
44161

[230)

18

14211}

, 18
https://regfiling finra.org/focus/FORM_FOCUS_Form2aPrintPreview.asp?Formld=48956... 2/13/2008




02/13/72008 11:20 FAX 4102440877 Parchman, Vaughan B 008/014

Part IIA - Draft - Period: 12/2007 Page 8 of 13

EXEMPTIVE PROVISIONS

25. if an examption from Rula 15¢3-3 is claimed, identify below the section upon which
such exemption is based

A () O pessoy
{1)-Limitad buginess (mutual funds andlor variable annultios only)

B. (K) B passo)
(2){l)-"Speclal Account for the Exclusive Benefit of customers"
maintained
C. (k) 7 tasray
(2){1}=All customer transactlons cleared through another broker-dealer
on a fully disclosed bagis, Name of clearing firm(s)
Clearing Firm SEC#s Name Product Code
8__ [42358)
[4335A) [4335A2)
8-_ — 73S0y}
[4335C] [4335C2)
&__ [4335F]
[4335E] [4335E2]
8- [4335H]
{4333G) [4335G2)
B- {4335J)
{43350 {433512]
D. {K) a0 [4580])

(3}-Exempted by order of the Commigsion

hitps://regfiling finra.org/focus’FORM_FOCUS_For2aPrintPreview.asp?Formid=48956... 2/13/2008




02/13/2008 11:20 FAX 4102440877 Parchman, Yaughan #oios014

Part 1A - Dreft - Period: 12/2007 Page 90f 13

COMPUTATION OF NET CAPITAL

1, Yotal ownership equlty from Statement of Financial Condltion : ijsi’al:]
2. Deduct cwnership equity not allowable for Net Capital 13450]
3. Tota! ownership equily qualified for Net Capital L’B:;:l
4.  Add: '
A, Uabllitles subordinated to clalms of genaral creditors allowable 0
in computation of net capital 3520
B. Other (deductions) or allowable credits (List)
[3525A] {3525B]
[3525C) [3525D)
1]
[3525€) 13525F] {3525)
5. Total capital and aliowable subordinated ' 17,513
liabilities [353Q)
6. Deductions andfor charges:
A. Total nonallowable agsets 18 -;::
from Statement of Financial (3540
Condition (Notes B and C)
B. Secured demand note
deficiency 13500)
C. Commodity futures ¢ontracts [9600]
and spot commaodities -
graprietary capital charges
-48,710
D. Other daducti nd/i
cha:\;e: uctions and/or [610) 5820]
7.  Other additions and/er credits (List)
[3630A] [3630B]
[3630C] [36300)
c
[3630E] [3630F] {3830)
8. Nat capital before haircuts on securitles 28,803
pasitions (36401
9. Haircuts on securities (computed, where
applicable, pursuant to 15¢3-1(0):
A. Contractual sscurities
commitments [3660]
B. Subordinated zacuritiss (36701

borrowings

C. Trading and investment

hps://regfiling finra.org/focus/FORM_FOCUS_F&m2aPrintPreview.asp?Formld=48956... 2/13/2008




02/13/2008 11:20 FAX 4102440877 Parchman, Vaughan Bo11/014

Part [1A - Draft - Period: 12/2007 Page 10 0of 13
securltles:
1. Exempted securlties [3735)
2. Debtsecurities [3733)
3. Options [3730}
4, Dthersecurities [3734}
0. Undue Concentration 13650)
E. Qther (List)
{3736A] [3738B)
{a738C) 137360]
[3736E) (3736F)
0 0
[3738) [3740]
28,803
10, Net Capltal {3750]

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Part A
. , " 1,205
11. Minimum net capital required (8-2/3% of line 18} [3758)
12. Minimum dsllar net capltal requirement of reporting broker or dealer 2 300
and minimum net capital requirament of subsidiaries computed In [3758]
accordance with Note(A)
5,000
13. Net eapital requirement (greater of line 11 or 12) [3760]
I 23,803
14. Excess nst capital (line 10 less 13) 13770}
26,594
15. Excess net capital at 1000% (line 10 less 10% of line 19) [373901
COMPUTATION OF AGGREGATE INDEBTEDNESS
. 16. Totsl Al liabilities fom Statement of 16,005
Financial Condition [3790]
17. Add:
. A. Drafts for limmediate credit [3800]
B. Market value of securities .
borrowed for which no [Ba10)
egulvalent value Is pald or
credited

C. Other unrecorded amounts
{List)

https://rcgﬁling.ﬁnra.org/foculeORM_FOCUS_FgrLﬁaPrintPrcvicw.asp?FormId=48956... 2/13/2008




02/13/2008 11:20 FAX 4102440877 Parchman, Yaughan B012/014
Part [1A - Draft - Period; 12/2007 Page 11 0of 13
[38204) (38208]
[2820C) {38200}
[38208] [2820F)
0 ]
(3820} (3830}
19. Total aggrepate indebtedness 181-'3:2;]
20. Percantage of aggregate Indebtedness to % £3
net capital Jine 18/ line 10) [3850)
OTHER RATIOS
21, Percentage of dabt to debt-equity tota) computed in accordance % "[38

with Rule 15¢3-1(d)

22

https://regfiling.finra.org/focus/FORM_FOCUS_F ormZBPrinr.PreView.asp?FormId=48956.., 2/1312008




02/13/72008 11:20 FAX 4102440877 Parchman, Yaughan ho13/014
| Part IA - Draft - Period: 12/2007 Page 12 of 13
r SCHEDULED WITHDRAWALS
' ’
Ownership Equity and Suberdinated Liabilities maturing or propossd to be withdrawn within the next
six months and accruals, {as defined below), which have not been daducted in the computation of
Nat Capltal.
Typo of ... Amount to be Withdrawn
Insidar Withdrawal or Expect
m Name of Lender or Contributor or ‘ws'é:";t%'f'\‘}:tgg"g; Nat Maturity Date tF:)
paE Outsider % Critiss] (MMDDYYYY) Rengw
_ 4800 - -
[4801) (4602 (4603} [4604) [4B05)
- 14810] —_— =
, [4611] [4612) [4613) [4514] [4615)
- [4620] - -
J 14621 [4622) 14623] [4824) [4625)
_ {s830) —_— -
) [4631] [4632) [4633) [4534] [4635)
— [4640] . -
) [48a1]  (4642) [4643] (4844] [4845)
_[4650) —_ -
[4651) [4852) {4653] [4654] [4655]
_ [4660) _ _
[4681)  [4882) [4883) (4664) [4685)
—[4870] J— -
[4871)  14672) 14673) 14674 [4875]
_ [4680) - : -
{46a1)  [4882) [4863) [4684] [4885)
_ 4830} —_ -
(4691] [4652) f4693) [4694) [4695]
TOTAL g
3
(469%)
Omit Pennies

instructions Detall listing must include the total of itams maturing during the six month period foliowing the rapen date, regardiass of
whether or not the capital contribution is expected to be renewed. The s¢hedule must alse include proposed capital
withdrawals scheduled within the eix month periad following the report date including tha propesed redemption of stock
and payments of liabilities secured by fixed assets (which are considared allowable assets in the capital competalion
pursuant to Rule 15¢3-1(¢)(2){iv)), which cauld be required by the landar on demand or in less than six menths.

[ Jruncom

[ 2  l[cubordinated Liatilities
[ 3 Jaconws
[ 4 |[15c3-1(c)2)iv) Liabillties

https://rcgﬁling.ﬁma.org/focusfFORM_FOCUS_Fo%%ZaPﬁmPrcview.aSp?Fomﬂd#S956... 2/1312008
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|- Part l1A - Draft - Period: 12/2007 Page 13 of 13

STATEMENT OF CHANGES

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of perod 452,215
[4240)
A.  Netincome (loss) 441,161
(42501
B.  Addltions (includes non-conforming capital
of [4262] ) {4260]
C. Deductions (inctudes non-conforming tapital 615,862
of 14272)) [4270]
2,  Balsnce, end of period (Fram item 1800} 12,514
(4230]
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS
3,  Baelance, beginning of period
ginning of b [4300]
A. Increasas
[4310)
B. Decreases
[a320
4.  Belance, end of perlod (From ltem 3520) 2
14330

Note: No significant differences exist between the above computation of net
capital under Rule 15c¢3.1 and that filed with the corporation’s
December 31, 2007 FOCUS Part llA Report.

_ 24
https://regﬁhng.ﬁnra.org/foculeORM_FOCUS_FonnZaPﬁntPreview.asp?Fomﬂd=48956... 2/13/2008




PARCHMAN, VAUGHAN & CO,, LLC
STATEMENT PERTAINING TO EXEMPTIVE
PROVISIONS UNDER 15¢3-3(k)
December 31, 2007

Computation for Determination of Reserve
Requirement Under Exhibit A
of Rule 15¢3-3

Member exempt under 15¢3-3(k}{2)(i).

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

Member exempt under 15¢3-3(k)(2)(i).

25




m Clifton
Gunderson LLP

Certified Public Accountants & Consultants

Report of Independent Accountants on
Internal Control as Required by SEC Rule 17a-5

To the Members
Parchman, Vaughan & Co., LLC
Baltimore, Maryland

In planning and performing our audit of the financial statements of Parchman, Vaughan & Co.,
LLC for the year ended December 31, 2007, we considered its internal control, including
procedures for safeguarding securities, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on
internal control.

Also, as required by Rule 17a-5(g)(1) and (2) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by Parchman, Vaughan & Co.,
LLC including 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 aggregate indebtedness
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 relating to customer securities, we did not review the
practices and procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.

2. Recordation of differences required by Rule 17a-13.

3. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T of the Board of Govermnors of the Federal Reserve
System.

The management of the Company is responsible for establishing and maintaining an internal
control structure and the practices and procedures referred to 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 refemred to in
the preceding paragraph and to assess whether those practices 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 accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

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 to future
periods is subject to the risk that they may become inadeguate because of changes in conditions
or that the effectiveness of their design and operation may deteriorate.

Membar of

Offices in 15 states and Washington, DC HL International




A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent 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 accepted 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 deficiencies, that
results 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 would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or operation
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 material in relation to the financial statements being
audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted the following matter involving the
internal control structure that we consider to be a material weakness as defined above. This
condition was considered in determining the nature, timing and extent of procedures performed in
our audit of Parchman, Vaughan & Co., LLC for the year ended December 31, 2007 and does
not affect our report thereon dated February 15, 2008.

The Company does not have an adequate segregation of duties over accounting transactions.
This condition increases the possibility that errors or irregularities may occur and not be detected
on a timely basis. When this condition exists, management's close supervision and review of
accounting information is the best means of preventing or detecting errors and irregularities.

We understand that practices and procedures that accomplish the 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 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 at December 31, 2007 to meet the
SEC's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the Financial Industry Regulatory Authority, and other regulatory agencies which rely
on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered
brokers and dealers, and is not intended to be and should not be used by anyone other than
these specified parties.

Baltimore, Maryland
February 15, 2008
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Certified Public Accountants & Consultants

Independent Auditor’'s Report

To the Members
Parchman, Vaughan & Co., LLC
Baltimore, Maryland

We have audited the statement of financial condition of Parchman, Vaughan & Co., LLC as of
December 31, 2007, and the related statements of income, members’ capital and cash flows for
the year then ended that you are filing pursuant to Rule 17a-5 under the Securities Act of 1934.
These financial statements are the responsibilty of the Company's management. 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 overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Parchman, Vaughan & Co., LLC as of December 31, 2007, and the
results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The Financial and Operational Combined Uniform Single Report 1A and the
Statement Pertaining to Exemptive Provisions Under 15c3-3(k) are presented for purposes of
additional analysis and are not a required part of the basic financial statements, but are
supplementary information required by Rule 17a-5 of the Securities and Exchange Commission.
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 whole.

C%,WAL;A

Baltimore, Maryland
February 15, 2008

Mamber of
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PARCHMAN, VAUGHAN & CO., LLC
STATEMENT OF FINANCIAL CONDITION
December 31, 2007

ASSETS
CURRENT ASSETS

Cash 3 46,884
Accounts receivable, net 8,561
Prepaid expenses 3,296
Total current assets 58,741

PROPERTY AND EQUIPMENT
Furniture and fixtures 23,056
Equipment 41,854
Leasehold improvements 9,150
Total, at cost 74,060
Less accumulated depreciation 40,323
Total property and equipment 33,737
DEPOSITS 3,116
TOTAL ASSETS 3 95,594

LIABILITIES AND MEMBERS' CAPITAL

LIABILITIES

Accounts payable and accrued expenses $ 18,081
MEMBERS' CAPITAL 77,513
TOTAL LIABILITIES AND MEMBERS' CAPITAL $ 95,594

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




PARCHMAN, VAUGHAN & CO., LLC
STATEMENT OF INCOME
Year Ended December 31, 2007

REVENUE
Fee income $ 1,431,920
Other income 35,278
Total revenue 1,467,198
EXPENSES
General and administrative 173,687
Salary and benefits 235,951
Occupancy 31,848
Depreciation 2,597
Total expenses 444 083
NET INCOME $ 1023115

The accompanying notes are an integral part of the financial statements.
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PARCHMAN, VAUGHAN & CO,, LLC
STATEMENT OF MEMBERS’ CAPITAL
Year Ended December 31, 2007

BALANCE, DECEMBER 31, 2006 $ 100,398
Net income 1,023,115
Distributions to members (1,046,000)

BALANCE, DECEMBER 31, 2007 3 77,513

The accompanying notes are an integral part of the financial statements.
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PARCHMAN, VAUGHAN & CO,, LLC
STATEMENT OF CASH FLOWS
Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Effects of changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses
Accounts payable and accrued expenses

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of property and equipment

CASH FLOWS FROM FINANCING ACTIVITIES
Distributions to members
NET DECREASE IN CASH

CASH, BEGINNING OF YEAR

CASH, END OF YEAR

$ 1,023,115

2,597

20,450
(941)
8,268

1,053,489

(35,934)

(1,046,000)

(28,445)

75,329

$ 46,884

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




PARCHMAN, VAUGHAN & CO,, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE 1 — SUMARY OF SIGNIFICANT ACCOUNTING POLICIES

Parchman, Vaughan & Co., LLC (the Company), a Maryland limited liability company, is an
investment banking firm that primarily provides private placement, merger and acquisition and
other financial advisory services to corporations. The Company is a member of the Financial
Industry Regulatory Authority (FINRA) and is therefore subject to certain regulatory requirements
including the maintenance of a certain amount of net capital. The Company's accounting records
are maintained on the accrual basis. The accounting and tax year is the calendar year.

In accordance with the operating agreement, unless sooner terminated, the LLC shall continue to
be in existence until December 31, 2025. The agreement also states that Members are not
obligated to restore negative capital accounts.

The Company has made a number of estimates and assumptions relating to the reporting of
assets and liabilities and their related disclosures to prepare these financial statements in
conformity with generally accepted accounting principles. Actual results could differ from those
estimates.

Cash

For purposes of the Statement of Cash Flows, cash includes deposits in a financial institution.
Accounts Receivable

Accounts receivable result from charges for services to its customers. Accounts are regularly
assessed for collectability and allowances are established for doubtful accounts. There was no
allowance at December 31, 2007.

Fixed Assets and Depreciation

Office furniture and equipment are recorded at cost iess accumulated depreciation. Depreciation
is computed using the straight-line method over estimated useful lives of five to seven years.

Income Taxes

Income or loss is includable in the income tax returns of the individual members; therefore, no
income tax provision has been provided in the accompanying financial statements.

NOTE 2 - CONCENTRATION OF CREDIT RISK

The Company’s financial instruments that are exposed to concentrations of credit risk consist
primarily of cash and trade accounts receivable. The Company places its cash with high credit

quality institutions. At times, such balances may be in excess of the FDIC insurance limit. The
Company reviews and continually reassesses the credit worthiness of all customers.




PARCHMAN, VAUGHAN & CO,, LLC
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE 3 — COMMITMENTS AND CONTINGENCIES
Leasing Arrangements

The Company leases office space under an operating lease agreement that expires in October
2012. Rent expense of $31,848 was charged to operations for the year ended December 31,
2007.

The Company leases vehicles for two of its members under operating lease agreements that
expire in March and December 2009. Rent expense of $21,205 was charged to operations for
the year ended December 31, 2007. Annual minimum lease payments are as follows:

2008 $ 37,582
2009 38,709
2010 39,871
2011 41,067
2012 35,074

NOTE 4 - PENSION PLAN

The Company participates in a 401(k) Retirement Plan and Trust. The Plan covers all employees
age twenty-one and over who have completed one year of service with the Company. There were
no contributions made by the employees. The Company’s contribution to this plan for the year
ended December 31, 2007 was $11,875.

NOTE 5 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission uniform net capital rule
(Rule 15¢ 3-1), which requires the maintenance of a minimum amount of net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
At December 31, 2007, the Company had net capital and net capital requirements of $28,803
and $5,000, respectively. The Company’s aggregate indebtedness to net capital ratio was .63 to
1.

NOTE 6 — FOCUS REPORT

There are no differences between these financial statements and the amended December 31,
2007 FOCUS report filed with the FINRA.

NOTE 7 — STOCK PURCHASE WARRANT

In conjunction with its role as a financial advisor, the Company received a stock purchase warrant
for a client's common stock. The warrant is valid for a period of five years. Management has

determined that the warrant had no value at both the time of issuance and the balance sheet
date based upon the financial condition of the issuing corporation.

This information is an integral part of the accompanying financial statements.
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