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OATH OR AFFIRMATION

I, Michael E. Lewitt , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial stotement and supporting schedules pertaining to the firm of

HWJ Capital Partners II, LLC , a3

~of December 31 . ,20.05 _ arc truc and corvect. 1 further swear {or affirm) that

neither the company nor any partaer, propeietor, principal officer or director has any proprictary interest in any account
classified solely as that of a customer, except as follows:

Dl T L

Signature

Managing Member

Notary Publlc

\“'a“v”s::," SARA CLOUTIER LOWE

This report ** contains (check all applicable boxes)h

(a) Facing Page.

(b) Statemeznt of Financial Condition.

(c) Statement of Income (Loss).

{d) Statement of Changes in Financial Condition.

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

{f) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

(g} Computaticn of Net Capital,

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

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

() A Rcconciliation, 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,

{%) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to mcthods of
consolidation,

(1) An Qath or Affirmatios.

(m) A copy of the SIPC Supplementa! Report.

{n} Arcportdescribingany material inadequacies found to exist or found tohave existed since the date of the previous audit.

Commission # DD 364207
. Bonded By National Notory Assn,

HOW 0O OEsNORESERET

**For conditlons of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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VRampe]l & Rampell, PA

certified public accountants

INDEPENDENT AUDITORS' REPORT

‘Board of Directors
HW]J Capital Partners I, LLC

We have audited the accompanying balance sheet of HWJ Capital Partners I, LLC (the “Company”), as
of December 31, 2005, and the related statements of income, changes in members’ equity and cash flows
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 management. Our responsibil-
ity 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 HWJ Capital Partners II, LLC as of December 31, 2005, and the results of its operations, changes
in members’ equity, and cash flows for the year then ended in conforrmty with accounting principles
generally accepted in the Upited States of America.

Our audit was made for the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules T and II 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 Commission Act of 1934. Such information has been subjected to the auditing
procedures apphed 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.

,égbw«fwéé QW/ /)'4

Fe{rumy 15, 2006

223 Sunset Avenue ¢ Suite 200 « Palm Beach Florida 33480 & TEL (561) 655-5855 « FAX (561) 635-7688
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HWJ CAPITAL PARTNERSIL, LLC
Balance Sheet
December 31, 2005

Assets

Current assets:
Cash

$ 1,575,684

Liabilities and members' capital
Current liabilities: _ ,
State income taxes payable

Members' equity

$ 1425
1,574,259

Total liabilities and members' capital

$ 1,575,684

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



HWJ CAPITAL PARTNERS I, LLC
Statement of Income

For the Year Ended December 31, 2005

Revenues:
Proprietary trade income § 281,029
Interest and dividend income 57,800
Total revenues 338,829
Expenses: . : B
Custodial fees ' ' 7,299
Margin interest : _ 7,188
Professional fees 6,350
Regulatory fees 2,523
Total expenses 23,360
Income before provision for state income taxes: _ 315,469
Provision for state income taxes 1,425
Net income R ' ' $ 314,044

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



HWJ CAPITAL PARTNERS 11, LLC
Statement of Changes in Members' Equity
For the Year Ended December 31, 2005

Balance at January 1, 2005 (unaudited) | $ 1,004,215
Net income ‘ ‘ 314,044
Members' contributions 1,949,000
Members' distributions . A _ , (1,693,000)
Balance at December 31, 2005 ' $ 1,574,259

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

.



HWJ CAPITAL PARTNERS [T, LL.C
Statement of Cash Flows
For the Year Ended December 31, 2005

Cash flows from operating activities:

Net income S 314,044
Changes in:
Subscription receivable 376,000
State income taxes payable - 1,425
Due to Liberator, LLC - (15,970)
Net cash provided by operating activities 675,499
Cash flows from financing activities:
Members' contributions 1,949,000
Members' withdrawals (1,693,000)
Net cash provided by financing activities 256,000
Net increase in cash 931,499
Cash, beginning of year 644,185
Cash, end of year $ 1,575,684
Supplemental information:
Cash paid for margin interest 3 7,188

The accompanying notes are an intergral part of these financial statements



HWJ CAPITAL 11, LLL.C
Notes to Financial Statements
December 31, 2005

(1) SIGNIFICANT ACCOUNTING POLICIES

Description of the Company

- HWJ Capital Partners II, LLC (“the Company™) (a
Delaware Limited Liability Company) is a broker-
dealer located in Boca Raton, Florida with offices
in California and New York. The Company is
registered with the Securities and Exchange
Commission (SEC) and is a member of the National
Association of Securities Dealers (NASD).

Basis of Accounting

The Company prepares its financial statements on
the accrual basis of accounting in accordance with
accounting principles generally accepted in the
United States of America.

Securities Transactions

The Company is engaged solely in the proprietary
trading of equities and bonds through a registered
prime brokerage firm.  Proprietary securities
transactions are recorded on the trade date as if they
had settled.

The Company does not render investment advice,
nor does it hold itself out as a broker-dealer to the
public through advertising or otherwise. The

P

(2) NET CAPITAL REQUIREMENT

The Company, as a registered broker-dealer and as
a member of the National Association of Securities
Dealers, Inc. (NASD), must comply with the Net
Capital rule of the Securities and Exchange Com-
mission. The Company has a capital requirement of

(3) RELATED PARTIES

Two of the members of the Company own 100% of
Harch Capital Management, Inc. (“HCM”) (a Flor-

k¥ kk
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Company does not have customers, does not carry a
dealer inventory of securities, and does not hold the
securities of others or extend or arrange for the
extension of credit in connection with the sale of
securities.

Income Taxes

The Company is not a taxpaying entity for federal
income tax purposes, therefore, no federal income
tax expense ‘has been recorded in the “financial
statements. The income is passed through on a pro-
rata basis to the members who report the income on
their individual returns.

The Company is registered as a foreign Limited
Liability Company in the State of California and is
required to pay the $800 annual tax. The Company
does not transact business in California and is not
required to pay the annual fee based on total sales.

New York recognizes a Limited Liability Company
as a pass-through entity; however, the State of New
York imposes a fee of $300 and New York City
imposes a fee of $325.

the greater of $100,000 or 6 2/3% of aggregate in-
debtedness. At December 31, 2005, the Company
had net capital as computed under Rule 15¢3-1 of
$1,574,259 which was $1,474,259 in excess of the
amount réquired to be maintained at that date.

ida Corporation). HCM is a registered investment
advisor under the Investment Advisors Act of 1940.



On July 20, 2004, the Company and HCM entered
into a service agreement where by HCM will pro-
vide to the Company employees, office space, sec-
retarial and other overhead expenses paid for by

(4) COMMITMENTS

On April 5, 2005, the Company entered into several.

agreements with Deutsche Bank Securities, Inc.
including a Prime Brokerage Margin Account
Agreement, a Letter Agreement, an Options

(5) CONCENTRATION OF RISK

Aok ¥k k

¥k kK%

- ‘The Company is engaged ‘in various trading and

brokerage activities in which counterparties primar-
ily include broker-dealers, banks, and other finan-
cial institutions. In the event counterparties do not
fulfill their obligations, the Company may be ex-
posed to risk. The risk of default depends on the
creditworthiness of the counterparty or issuer of the

HCM at no charge to the Company. Operating re-
sults of 'the Company might be significantly differ-
ent if the companies were autonomous.

‘Agrcement and a Margin Lending, Securities
Lending, Custody Account and Sweep Account
Agreement. The agreements may be terminated in
writing at any time.

instrumeént; It is the Conipany’s policy to review,
as necessary, the credit standing of each counter-

party.

" The Company’s cash is in an account at a brokerage

kkkkk
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firm. The cash is not insured by the FDIC.
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HWJ CAPITAL PARTNERS I1, LLC
Schedule I

Computation of Net Capital Under Rule 15¢3-1
As of December 31, 2005

Net capital:

Total members' equity 1,574,259

Deduct - Nonallowable Assets -
Net capital before haircuts 1,574,259

" Taircuts -

Net capital 1,574,259
Minimum net capital required - 6 2/3% of aggregate

indebtedness included in the balance sheet '

or $100,000 whichever is greater 100,000
Excess net capital 1,474,259
Aggregate indebtedness 1,425
Ratio: Aggregate indebtedness to net capital -
Reconciliation of Form X-1 7A-5 filed for quarter ending

12/31/2005:
Net capital as reported on Form X-17A-5 1,545,725

Change in members' equity 28,534
Net capital as reported above 1,574,259
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HWJ CAPITAL PARTNERS I1, LLC

Schedule II

Computation for Determination of Reserve Requirements and
Information Relating to Possession or Control Requirements
Pursuant to Rule 15C3-3 of the Securities and Exchange Commission
As of December 31, 2005

HWJ Capital Partners I, LLC is not required to present the schedules “Computation for Determination of
Reserve Requirements Under Rule 15¢-3" and “Information relating to Possession or Control Requirements
Pursuant to Rule 15¢3-3" as it meets the exemptive provisions of Rule 15¢3-3(k)(2)(i) of the Rule.

14
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Rampell & Rampell, RA.

certified public accountants

INDEPENDENT AUDITORS' REPORT ON
REVIEW OF INTERNAL CONTROL

Board of Directors
HWI]J Capital Partners I, LLC

In planning and performing our audit of the financial statements of HWJ Capital Partners II, LLC,
(the Company), for the year ended December 31, 2005, we considered its internal control structure,
including control activities for safeguarding securities, in order to determine our auditing procedures
for the purpose of exprcssmg our opinion on the financial statements and not to prov1de 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-5(g) in
making the periodic computations of aggregate indebtedness and net capital under rule 17a-3(a)(ii)
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:

l. Making quarterly securities examinations, counts, 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
System

3. Obtaining and maintaiining 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 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 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 an internal control structure 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-3(g) lists addmonal objectives of the practices and
procedures listed in the preceding paragraph.

223 Sunset Avenue ¢ Suite 200 + Palm Beach. Florida 33480 # TEL (561) 655-5855 ¢ FAX(361) 655-7688
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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 detericrate.

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 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 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, 2005, to meet the SEC’s objectives.

This report is intended solely for the information and 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 and should not be used by anyone other
than these specified parties.

e il LA

February 15, 2006
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