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OATH OR AFFIRMATION

L Craig A. Smith - swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statemt:nt and supporting schedules pertzining to the firm of

Sycamore Financial Group, Inc. as of

December 31 2007 | are true and correct. I further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or dlrector has any propner.ary interest in any account classified soley as that of
a customer, cxc@as follows:

: . o
ANITA L. FAULKNER . / _
Howard County _//2ﬂ;,x1;
+ My Commisston Expiras ‘

= -
e February 28, 2016 = Signature
| V. il
. ,P N
l\.lk—%h_)\ Tt £ ‘Qk’t’\__ y L

Notary Public *

This report** contains {check a?] applicable boxes):

@ (a) Facing page.

® (b) Statement of Financial Condition.

® (c) Statement ofcIncome (Loss).

® . (d) Statement of Changes in Financial Condition.

® (e) Statement of Changcs in Stockhoiders’ Equuy ar Parmers or Sole Propnetor s Capital.

O () Statement of Changcs in Iid bilities Subordinated to Claims of Creditors.
@ (g) Computation of Net Capit

@ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.

® () Information Relating to the Possession or control Requirements Under Ruie 15¢3-3.

® () A Reconciliation, including apprOpriat'e'xcxplananon, of the Computation of Net Capital Under Rule 15¢3-1 and the
i Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

@ @ An Oath or Affirmation.
0O (m)A copy ‘of the SIPC Supplemental Report.

O (n) A report describing any material inadequacies found to exist or found to have existed since the daie of the previous audit.
X (o) Independent auditors ort on Internal Accounting Contral.

- -47(, .
L \E:“' "'l ‘9‘

**For conditions of confidential treatment _ioicenain portions of this filing, see section 240.17:;—5{5)(3).
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RIDER KENLEY & ASSOCIATES

INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Sycamore Financial Group
Kokomo, Indiana 46902

We have audited the accompanying statement of financial condition of Sycamore Financial Group as of
December 31, 2007 and 2006 and the related statements of income, changes in stockholder's equity, and cash
flows for the years 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 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 Sycamore Financial Group as of December 31, 2007 and 2006 and the results of its operations and
its cash flows for the years then ended in conformity with accounting principles generally accepted in the United

States of America.

Our examination was made for the purpose of forming an opinion on the basic financial statements, taken as a
whole. The information contained in Schedules I and Il 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 and Exchange Act of 1934. Such information has been subjected to the auditing
procedures applied in the examination 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.

' L]
(Rl Bty oot
Rider Kenley & Associates
January 29, 2008
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SYCAMORE FINANCIAL GROUP
STATEMENTS OF FINANCIAL CONDITION
December 31, 2007 and 2006

2007 2006
Cash $ 15,616 $ 9,529
Investment Securities (Note 2) 500,837 402,959
Deposits with Clearing Organizations and
Correspondent Brokers 17,183 16,550
Receivable from Brokers and Dealers (Note 4) -0- 27,875
Office Furniture, Fixtures and Equipment
(Less Accumnulated Depreciation of $110,114 and $94,443) 20,155 33,962
Other Investments (Note 3) -0- 110,637
Prepaid Federal and State income tax -0- 1.307
Total Assets $553,791 $602,819
LIABILITIES AND STOCKHOLDERS' EQUITY
Payable to Brokers and Dealers (Note 4) $ -0- $ -0-
Accounts Payable, Accrued Expenses and Other Liabilities 41.221 111,168
Total Liabilities 41,221 111.168
Stockholders' Equity
Common Stock (Authorized 10,000 shares, issued
and outstanding: 4,392 in 2007 and 2006) $ 43,897 43,897
Additional paid in capital 27,300 27,300
Treasury Stock (790 shares purchased) (22,257) (22,257)
Retained Earnings 463.630 442,711
Total Stockholders' Equity 512,570 491,651
Total Liabilities and Stockholders' Equity $553,791 $602.819

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

STATEMENTS OF INCOME
For the Year Ended December 31, 2007 and 2006
REVENUES
Rental income
Commissions, marks and fees
Investment income (loss)
Total Revenue
EXPENSES

Employee compensation and benefits
Commissions

Rent (equipment and occupancy)
Telephone, telegraph and postage
Depreciation and amortization
Promotional expense

Property Taxes

Other operating expense

Total Expenses

Income (loss) Before Income Tax
Income Tax Benefit (Expense) (Note 5)

Net Income Before Equity in Income of Investee
Equity in Income of Investee

Net Income

Earning per share of common stock

2007 2006

$ 25,605 § 25,346
2,121,421 1,865,150
44,861 58.779
2.191.887 1.949.275
225,291 179,439
1,640,892 1,406,401
74,640 74,640
16,092 15,042
17,141 16,022
17,058 12,427
9,779 8,241
134.802 157.630
2,165,695 1,869.842
26,192 79,433
(5.273) (17.513)
20,919 61,920
-0- 11.505
£20,919 $73.425
$ 476 S 1672

The accompanying notes are an integral part of these financial statements.
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SYCAMORE FINANCIAL GROUP
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
For the Year Ended December 31, 2007 and 2006

Additional

Capital Treasury Paid-In Retained

Stock Stock Capital Earnings

Balances at January 1, 2006 $43,8907 (22,257)  $27,300 $369,286
Additional Paid in Capital -~ - - —
Stock Issue -— - —- ——
Purchase of Shares — — — —
Net Income — 2006 o —nm - 73.425
December 31, 2006 43,897 (22,257) 27,300 442,711
Additional Paid-In Capital — — — —
Purchase of Shares — — —— —
Stock issue — — —— _—
Net Income - 2007 - - - 20.919

Balances at December 31, 2007 $ 43,897 $(22,257) $272,300 $463,630

~

The accompanying notes are an integral part of these financial statements.
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SYCAMORE FINANCIAL GROUP
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2007 and 2006
2007 2006
Cash Flows From Operations
Net Income (Loss) $ 20,919 $ 73,425
Adjustments to Reconcile Net Income
to Net Cash Provided by Operating Activities
Depreciation and amortization 17,141 16,022
(Increase) decrease in broker deposit (633) (525)
(Increase) decrease in net receivables 27,875 (27,875)
(Increase) decrease in other assets 110,637 ( 1,505)
Increase (decrease) in prepaid taxes 1,307 (258)
Increase (decrease) in payables -0- (27,431)
Increase (decrease) in accruals (69.947) 30,904
Net cash provided (used) by operating activities 107.299 62.757
Cash Flows From Investing Activities
Purchases of capital assets (3,334) (15,102)
Disposition of capital assets -0- -0-
Investment securities purchased (191,809) ( 48.600)
Investment securities sold 93.931 5.447
Net cash provided (used) by investing activities (101,212) (58.255)
Cash Flows From Financing Activities
Note Receivable - related party -0- -0-
Stock issue / (Purchase of Treasury Stock) -0- -0-
Net cash provided (used) by financing activities -0- -0-
Net Increase (Decrease) in Cash 6,087 4,502
Cash at Beginning of Period 9,529 5,027
Cash at End of Period $ 15616 $ 9,529
Supplemental Disclosure of Cash Flow Information
Cash Paid During the Year for:
Interest $ 278 $ 858
Taxes $ 7,533 $ 8,550

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




SYCAMORE FINANCIAL GROUP
Notes to Financial Statements
December 31, 2007 and 2006

NOTE 1 - ACCOUNTING POLICIES

Sycamore Financial Group is a securities brokerage firm. Currently the firm does not self-carry any securities
accounts except through their correspondent, Southwest Securities Corporation. The firm also deals directly
with certain firms for mutual funds, unit trusts, gold and silver. Sycamore Financial Group maintain$ no
physical securities, client cash or margin accounts.

The firm has a branch office in Anderson which runs all its transactions through the Kokomo office. Kokomo
pays the branch commissions earned once each month. The firm provides overhead contribution to the

Anderson branch.

The cost of furniture and fixtures, equipment, buildings, and improvements is depreciated over the estimated
useful lives of the related assets. Depreciation is computed on the straight-line, ACRS, and MACRS methods
for financial reporting and income tax purposes. Use of these methods does not result in a material departure
from generally accepted accounting principles.

The company has defined cash equivalents as highly liquid investments, with original maturities of less than
ninety days, that are not held for sale in the ordinary course of business.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to 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.

NOTE 2 - INVESTMENT SECURITIES

At December 31, 2007 and 2006, securities are stated at current market value. The resulting difference between
cost and market is included in income.

NOTE 3 - OTHER INVESTMENTS

Represents an investment in Wagley Investment Advisors, Inc. in which the company had a 20% interest at
December 31, 2006. The investment was carried at cost, adjusted for the Company's proportionate share of
their undistributed earnings or losses, and amortization of excess of cost over equity acquired. The company
acquired its entire interest on April 20, 2005. In March 2007 the Company entirely disposed of its interest.

NOTE 4 - RECEIVABLES/PAYABLES FROM/TO BROKERS

Receivables from brokers represent commissions due and accrued to Sycamore Financial Group from their
correspondents. The payable to brokers is commission due to the brokers at the Anderson and Muncie Branches
and registered representatives at the Kokomo main office.



SYCAMORE FINANCIAL GROUP
NOTES TO FINANCIAL STATEMENTS
December 31, 2007 and 2006

NOTE 5 - INCOME TAX EXPENSE

Deferred income taxes arise from timing differences resulting from income and expense items reported for
financial accounting and tax purposes in different periods. Deferred taxes arising from timing differences that
are not related to an asset or liability are classified as current or noncurrent depending on the periods in which
the timing differences are expected to reverse.

The components of income tax expense are:

2007 2006

Currently payable $ 12,922 $ 7,243
Deferred taxes/ (credit) due to timing difference ( 7.649) 10.270
Total income tax expense $ 5273 $17,513

The principal sources of timing differences are accounting methods used to value investments at market for
book purposes and at cost for income tax purposes.

NOTE 6 - LEASES

The Company leases office space located at 2713 Rockford Lane in Kokomo, Indiana from the shareholder of
the Company under an operating lease which expires on January 1, 2009. The rental rate per square foot of
space is at market value for the geographic area. The lease contains a provision for annual renewals with the
same terms and conditions except for the rental rate. Future renewal rates will reflect changes in the CPI or will
be based on mutually agreed upon amounts. The Company paid $66,000.00 in rent for the year ended 2007 and
2006. The Company subleases part of the space to other professionals on a year-to-year basis. Both the rental
payments made and sublease rental payments received are shown separately.

NOTE 7 — SELF-INSURED

During 2003 the Company made the decision to self-insure and did not renew its insurance policy for errors and
omissions. Representation has been made by management that they are not aware on any pending or threatened
litigation, claims, or assessments or unasserted claims or assessments that are required to be accrued or
disclosed in the financial statements in accordance with Statement of Financial Accounting Standards No. 5.

NOTE 8 ~ BASIC EARNINGS PER SHARE
Basis earnings per share of common stock were computed by dividing income available to common

stockholders by the weighted average number of common shares outstanding for the year. Diluted earnings per
share are not presented because the Company has issued no dilutive potential common shares.
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SYCAMORE FINANCIAL GROUP
COMPUTATION OF NET CAPITAL REQUIREMENTS
December 31, 2007
Schedule I

Total ownership equity from Statement of
Financial Condition $£512,570
Deduct ownership equity not allowable for
Net Capital —
Total ownership equity qualified for Net
Capital $512,570
Add
A. Liabilities subordinated to claims of

general creditors allowable in computation

of net capital -
B. Other-deductions or allowable credits =
Total capital and allowable subordinated
liabilities 512.570
Deductions and/or charges
A. Total nonallowable assets from Statement

of Financial Condition $20,254
B. Secured demand note deficiency —
C. Commodity futures contracts and spot

commodities-proprietary capital charges —
D. Other deductions and/or charges - (20,254)
Other additions and/or allowable credits -—
Net capital before haircuts on securities
positions 492,316
Haircuts on securities {computed, where
applicable pursuant to 15¢3-1 ((f))
A. Contractual securities commitments -—
B. Subordinated securities borrowings -—
C. Trading and investment securities

1. Exempted securities -—

2. Debt securities -—

3. Options -
4, Other securities 76,501
D. Undue Concentration -
E. Other — (76.501)
Net Capital 3415815
COMPUTATION OF NET CAPITAL REQUIREMENTS
Minimumn net capital requested (6-2/3% of line 19) $2,748

Minimum dollar net capital requirement of reporting
broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note (A) 50,000

Net capital requirement (greater of line 11 or 12) 50,000

Excess net capital (line 10 less 13) 365,815

Excess net capital at 1,000% (line 10 less 10% of line 19) 411,693
10
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SYCAMORE FINANCIAL GROUP
COMPUTATION OF CAPITAL REQUIREMENTS
December 31, 2007

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.1. liabilities from Statement of

Financial Condition. $41,221
17. Add

A. Drafts for immediate credit $ ---

B. Market value of securities borrowed for

which no equivalent value is paid or credited $ -
C. Other unrecorded amounts (List) $§ - —
19.  Total aggregate indebtedness $41.221]
20.  Percentage of aggregate indebtedness to net
capital (line 19 divided by line 10) 9.91%

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
Not applicable

Note: Difference between this Schedule I and the December 31, 2007 Focus TJA report resulted from a change
in net income. Net capital changed by $9,807.00

Exemption from SEC Rule 15¢3-3: Sycamore Financial Group holds no customer securities or funds due to a
restrictive agreement maintained by the firm.

Exemption from schedule of segregation requirements and funds in segregation pursuant to Commodity
Exchange act: Sycamore Financial Group has no dealings in commodities.

i1




RIDER KENLEY & ASSOCIATES

INDEPENDENT AUDITOR'S REPORT ON INTERNAL ACCOUNTING CONTROL
REQUIRED BY SEC RULE 17A-5

To the Board of Directors and Stockholders of
Sycamore Financial Group

In planning and performing our audit of the financial statements of Sycamore Financial Group for the year
ended December 31, 2007, we considered its internal control, including control activities for safeguarding
securities, in order to determine our auditing procedures for the purpose of expressing our opinion on the
consolidated financial statements and not to provide assurance on the 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 compliance with such practices and
procedures that we considered relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(11)
and the reserve required by rule 15¢3-3(e)

2. Making the quarterly securities examinations, counts verifications, and comparisons, and the
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 Governors of the Federal Reserve System

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3

The management of the Company is responsible for establishing and maintaining a system of internal
accounting control and the practices and procedures refetred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected benefits and related
costs of control procedures and of the practices and procedures referred 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 accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

CERTIFIED PUBLIC ACCOUNTANTS 12 A PROFESSIONAL CORPORATION
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Because of inherent limitations in any internal accounting control procedures or the practices and procedures
referred to above, errors or irregularities may nevertheless 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 degree of compliance with them may deteriorate. 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 one or more of the internal control components does not reduce to a relatively
low level the risk that misstatements caused by error or fraud in amounts that would be material in relation to
the financial statement being andited may occur and not be detected with in a timely period by employees in the
normal course of performing their assigned functions. However, we noted no matters involving internal control,
including control activities for safeguarding securities, that we consider to be material weaknesses as defined

above.

 '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 the Board of Directors, management, the SEC and other regulatory
agencies that 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 used by anyone other than these specified parties.

{ -
(o okl § Coneile
Rider Kenley & Associates
January 29, 2008
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