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OATH OR AFFIRMATION

Eugene T. Ichinoise, Jr.

, swear (or affirm) that, to the best of

my knowledge and belief the accompanying ﬁnanc#al statement and supporting schedules pertaining to the firm of

. . v N !
Wespac Hawaii Securities, Inc.

, as

of

neither the company nor any partner, proprietor, p
classified solely as that of a customer, except as fol

February 23

,20 05

, are true and correct. I further swear (or affirm) that

lows:

rincipal officer or director has any proprietary interest in any account

L

7/,
M. N

Z.

This report ** contains (check all applicable boxes)

BHEEEBERE

OO0k O

**For conditions of confidential treatment of certain

Notary Public
leen M. English, Notary Public,

(2) Facing Page.

(b) Statement of Financial Condition.
(c) Statement of Income (Loss).

(d)
©
®
(8
(b)
)

Computation of Net Capital.
Computation for Determination of Reserve
Information Relating to the Possession or C

State

Statement of Changes in Financial Condmon
Statement of Changes in Stockholders’ Equxty or Partners’ or Sole Proprietors’ Cap1ta1
Statement of Changes in Liabilities Subordinated to Claims of Creditors.

My

@

|

Signature

President, Secretary and Director

Title

of Hawaii
commission Expires: 10/10/08

Requirements Pursuant to Rule 15¢3-3.
ontrol Requirements Under Rule 15¢3-3.
A Reconciliation, including appropriate explanation of the Computation of Net Cap1tal Under Rule 15¢3-3 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k)
consolidation.
(1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies

A Reconciliation between the audited and uﬁaudlted Statements of Financial Condition with respect to methods of

found to exist or found to have existed since the date of the previous audit.

portions of this filing, see section 240.17a-5(e)(3).



SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C.
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|
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111 N King Street Suite 411, Honolulu, Hawaii 96817
(Address of principal executive office)

Greig Sugiyama
‘Cplef Financial Officer
Wespac Hawaii Securities, Inc.
111 North King Street Suite 411
Honolulu Hawaii 96817

(Name and address of| person authorized to receive notices and
communications from the Securities and Exchange Commission)
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DAVID E.LATHAM

CERTIFIED PUBUC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT

To the Stockholders of
Wespac Hawaii Securities,
Honolulu, Hawaii

Inc.

I have audited the accompanying Statement of Financial Condition of
Wespac Hawaii Securities,| Inc., as of December 31, 2005, and the related
statements of operations, |statements of changes in financial conditions,

changes in stockholders!' equlty, and changes in liabilities subordlnated
to claims of creditors and 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 respon51b111ty of the Company's management.

My responsibility is to eﬁpress an opinion on these financial statements

based on my audit.

I conducted my audit in
accepted in the United St
I plan and perform the aud
the financial statements
includes examining, on a t
disclosures in the financi

accordance with auditing standards generally
ates of America. Those standards require that
it to obtain reasonable assurance about whether
are free of material misstatement. 2An audit
est basis, evidence supporting the amounts and
al statement. An audit also includes assessing

the accounting principles used and significant estimates made by
management, as well as |evaluating the overall financial statement
presentation. I believe |that my audit provides a reasonable basis for

my opinion.

In my opinion, the financi
in all material respect

s,

Fl statements referred to above present fairly,
the financial position of Wespac Hawaii

Securities, 1Inc. 2005, and the results of its
operations and 1ts cash flows for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

My audit was made for thF purpose of forming an opinion on the basic
financial statements takeh as a whole. The information contained in the
schedules on pages 9 through 11 is presented for purposes of additional
analys1s and is not a requ1red part of the basic financial statements,

but is supplementary information required by Rule 17a-5 of the Securities
Exchange Act of 1934. \Such information has been subjected to the
auditing procedures apphled in the audit of the basic financial
statements and, in my opinion, is fairly stated in all material respects

in relation to the basic financial statements taken as a whole.

eu A

February 23
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WES

STATE

Current assets:

Cash deposited in bank and on hand

|
Investments at market valu

: o
Receivable from clearing broker

Tax refund receivable

Total current assets |

Office Equipment Net of acc
depreciation of $16,162

~
!

Other assets:

Total assets

LIABILITIE:

PAC HAWAII SECURITIES, INC.

MENT OF FINANCIAL CONDITION

DECEMBER 31, 2005

ASSETS

13,731
21,187
14,643

1,918

e

51,479

umulated
4 417

2,314

s__ 58210

S AND STOCKHOLDLERS' EQUITY

Current liabilities:
Accounts payable and accr,
Commissions payable
Deferred income taxes -

Total current liabilities

Stockholders' equity:

Capital stock, $10 par value per share

authorized, 100,000 shares
and outstanding 1,200 sha

Retained earnings

Total stockholders' equ

Total liabilities and sto

SEE NOTE

ued expenses $ 1,970
7,945
2,284
12,199

S ,issued
res 12,000
34,011
ity 46,011
ckholders' equity $ 58,210

=S TO FINANCIAL STATEMENTS

-2-




WESPAC HAWAII SECURITIES, INC.

STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2005

Revenues: !
Commissions - mutual funds
Commissions - annuities
interest ‘
Unrealized gains on investments

Expenses:
Commissions to registered representatives
Regulatory fees
Depreciation

Rent ‘
Other operating expenses

Net Income before income tax
|
Income tax expense

Net loss

SEE NOTES TO FINANCIAL STATEMENTS

-3-

$ 59,588
30,123

71

8,408

98,190

51,167
1,158
2,413

10,492

32,196

97,426

764
3,997

$ (3,233)




WES;PAC HAWAII SECURITIES, INC..

|
STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2005

Total
Stock-
Capital Retained holders'
Stock Earnings Equity
Balance at _
January 1, 2005 12,000 37,244 49,244
Stock repurchase
Net Loss (3,233) (3,233)
Balance at
December 31, 2005 $ 12,000 $ 34,011 % 46,011

SEE NOTES TO FINANCIAL STATEMENTS
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WESPAC HAWAII SECURITIES, INC.

STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF CREDITORS
YEAR ENDED DECEMBER 31, 2005

Balance, January 31, 2005

Balance, December 31, 2005

SEE NOTES TO FINANCIAL STATEMENTS
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WESPAC HAWAII SECURITIES, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2005

Cash flows from operating activities:
|
1
!

Net Loss (3,233)
\
e
Adjustments to reconcile net income to net
cash provided by (used b)ﬁ) operations:
Unrealized gain on inv f stments : (8,408)
Depreciation | 2,413
Provision for deferred t“axes (158)
Changes in operating ?ssets and liabilities:
Commissions recewaivable (6,865)
Tax refund receivable 4,155
Other assets
Commissions payable 3,815
Accrued liabilities _ 791
Net cash used by operating activities $ (7,490)
Cash flows from investing activities:
Purchase of Equipment (1,680)
Net cash used by investing activities $ (1,680)
Net decrease in cash and cash| equivalents (9,170)
Cash and cash equivalents at January 1, 2005 22,901
Cash and cash equivalents at December 31, 2005 | $ 13,731
Supplemental disclosure:
Cash paid during the year for:
Income taxes -0-
Interest 37
SEE NOJTES TO FINANCIAL STATEMENTS
-6-
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WESPAC HAWAII SECURITIES,

NOTES
YEAR

INC.
TO FINANCIAL STATEMENTS
ENDED DECEMBER 31, 2005

Organization and Nature of Business.

The Company is a broker-dealer registered with the Securities and Exchange

Commission (SEC)

Dealers (NASD). The

and ils a member of the National Association of Security

Company is engaged primarily in the brokerage,

investment advisory aqg venture capital business in the State of Hawaii.

The Company promptly

received in connectioq

\transmits all funds and delivers all securities

with its activities as a broker-dealer, to its

clearing broker, and does not otherwise hold funds or securities for, or

owe money or securities to,

capital requirement is
Significant Accounting

Basis of presentation:

customers. Accordingly, its minimum net

$5,000.

Policies.

The financial statewments have been prepared in conformity with generally

accepted accounting prjinciples.

management

In preparing the financial statements,

is requ1red to make estimates and assumptions that affect

reported amounts of assets and liabilities as of the date of the balance

sheet and revenues and

expenses for the period. Actual results could

defer significantly from these estimates.

Material estimates thaq

are particularly susceptible to significant change

in the near-term relates to the determination of the wvalue of marketable

securities held in 1nventory,

marketable securities are valued at market

values which can change substantially as the market reacts to changed

circumstances.

Management believes

that such estimates have been

appropriately established.

Security transactions:

Securities transactlons and related commission revenue and expense are
recorded on the trade date basis with the settlement date generally set

for the seventh day fol

Investments:

The company classifies

lowing the trade date.

its investments in marketable securities as

available for sale. Securities with readily determinable fair values are

carried at market ”

Securities without reaq
the financial statement
accompanying statement

Property, equipment and

value on

the statement of financial position.

Hly determinable fair value are carried at cost on

s. Unrealized gains and losses are included in the
of income.

depreciation:

Property and equipment

The company follows the
and equipment in exce

are stated at cost.

practice of capitalizing all expenses for property
ss of $300. Depreciation is provided on the

declining balance method over an estimated useful life of 5 years.

Deferred Income taxes:

For income tax report
recognize depreciation
a result,
exceeds

its tax Dbasi

depreciation exceeds decllnlng balance depreciation.

taxes have been recorde
periods through reduced

%ng, the company uses accounting methods that

sooner than for financial statement reporting. As

the basis of property and equipment for financial reporting

5 by the that accelerated
Deferred income
d for the excess, which will be taxable in future

depreciation deductions for tax purposes.

cumulative amount

-7-




WESPAC HAWAII SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2005

Cash and cash equivalents:

The Company conSLders all short-term investments with an original maturity
of three months or 1ess that are not required to be segregated under
Federal or other regulatlons to be cash and cash equivalents.

H

Concentrations of credit risk:

H

The Company is engaged in various trading and brokerage activities in
which counterparties prlmarlly include broker-dealers, banks, and other

financial 1nst1tutlons In the event counterparties do not fulfill their

obligations, the Compeny may be exposed to risk. The risk of default
depends on the credld worthiness of the counterparty or issuer of the
instrument. It is the Company's policy to review, as necessary, the

credit standing of each counterparty.

W

Net Capital Requirements.

The Company is subject to the Securities and Exchange Commission Uniform
Net Capital Rule (SEC rule 15c¢-3-1), which requires the maintenance of
minimum net capital and requires that the ratio of aggregate indebtedness
to net capital, both Fs defined, shall not exceed 15 to 1. At December
31, 2005, the Compann had net capital of $17,732 which was $12,732 in
excess of its requlred net capital of $5,000. The Company's ratio of

aggregate indebtedness to net capital was .69 to 1.
Leases.

The company is currently leasing office space from Yee Hop Realty at 111
North King Street, Honolulu, Hawaii. The lease agreement is on a month-
to-month basis and reqalres monthly rental payments of $893. Rent expense
amounted to $10,492 £0r the yvear ended December 31, 2005.

|

Income Taxes and Net Operating Loss Carryforward.

The Company had a totah net operating loss of $9,3889 for tax purposes for
the year ended December 31, 2005 along with prior years. This loss will
be carried foreword to future years to offset federal and Hawaii income
taxes. The provision| for income taxes for the year ended December 31,
2005 consisted of the | following:

Prior year deferred tax asset {$1,937)
Deferred tax asset 2005 (347)
($2,284)

NASD Assessment.

The Company was audlted by the National Association of Securities Dealers
during 2005 and were found to not have implemented an anti money
laundering policy w1th1n the proscribed time frame. This resulted in an
assessment from the NASD of $5,000 in 2005.




WES

SUF

COMPUTATION

OF THE RESERVE R

Total capital (from Statemer

PAC HAWAII SECURITIES, INC

’PLEMENTAL INFORMATION

OF NET CAPITAL AND DETERMINATION
EQUIREMENTS PURSUANT TO RULE 15¢3-3
DECEMBER 31, 2005

1t of Financial Condition) 8 46,011

Less: Leasehold improvements, furniture and

equipment and other ass]

ets 23,292

Net capital before haircuts on securities

positions |

Haircuts on securities

Net Capital

Computation of basic net cz

Minimum net capital required (6-2/3% of aggregate

indebtedness)
Minimum dollar net capital
Net capital requirement; (c
Excess of net capital

Computation of aggragate ir
Aggregate indebtedness

Percentage of agregate inde

$ 22,719
4,987

$ 17,732
pital requirement:

$ 813

$ 5,000
reater of above amounts) $ 5,000

$ 12,732
debtedness:

§__ 12199
btedness to net capital 68.80%




February 23, 2006

Board of Directors

DAVHD E.LATHAM

CERTIFIED PUBLIC ACCOUNTANT

Wespac Hawaii Securities, |Inc.

Honolulu, Hawaii

I have examined the financial statements of Wespac Hawaii
Securities, Inc. for the jyear ended December 31, 2005, and have

issued my report thereon d

ated February 23, 2006.

As part of my study I verified that Wespac Hawaii Securities,

has in place a policy whic

Inc.

‘h complies with the requirements of the

Securities and Exchange Comm1551on.regard1ng money laundering. This

includes tests of the firm

My study and evaluation
including my review of the
the year ended December 31
all weaknesses in the sys
period under review.

As a result of my audit og
Securities, Inc., is in co

L

A:\05CorpFin\WESPAC HI SECURITIES\money laun

PACIFIC GUARDIAN CENTER « DILLINGHAM
PHONE (808) 521-506

R

s books and records.

of the system of accounting control,
firm’s anti-money laundering policy for
2004, would not necessarily disclose
tem which may have existed during the

§ervations, in my opinion Wespac Hawaii

mpliance with its AML program.

D7 |t

dering ltr.wpd

BLOG. « 735 BISHOP STREET « SUITE 432 « HONOLULU, HAWAl 96813-4820
4 o FAX 521-5065 » E-MAIL: dave @davidelathamcpa.com




DAVID E.LATHAM

CERTIFED PUBLIC ACCOUNTANT

February 23, 2006

Board of Directors
Wespac Hawaii Securities,| Inc.
Honolulu, Hawaii

I have examined the financial statements of Wespac Hawaii Securities,
Inc., for the year ended December 31, 2005, and have issued my report
thereon dated February 23|, 2006.

As part of my examlnatlon, I made a study and evaluation of the system
of internal accounting control to the extent I considered necessary to
evaluate the system, as rehulred by generally accepted auditing standards
and Rule 17A-5 of the SecuEltles and Exchange Commission. This study and
evaluation included the accounting system, the ©procedures for
safeguarding securities, and the practice and computations of aggregate
indebtedness and net cap1tal under Rule 17A-3(a) and (2) the reserve
required by Rule 15c3-3(e) .

Rule 17A-5 states that tne scope of the study and evaluation should be
sufficient to provide reasonable assurance that any material weakness at
the date of my examlnatlon would be disclosed. The purpose of such study
and evaluation is to establish a basis for reliance thereon in
determining the nature, Hlmlng and extent of other auditing procedures
necessary for expressing| an opinion on the financial statements under
generally accepted audltlng standards and to provide a basis for
reporting material weaknesses in internal accounting control under Rule
17A-5 and, with respect to rule 15c3-3, to provide reasonable assurance
of compllance in all mater1a1 respects with the possession and control
requirements of that rulel.

Because Wespac 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 Wespac in any of the
following:

1. Making gquarterly securities examinations, counts,
verifications,| and comparisons.

2. Recordation of| differences required by rule 17a-13.

3. Complying w1th 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.

|

The objective of interna% accounting control is to provide reasonable,
but not absolute, assurance concerning the safeguarding of assets against
loss from unauthorized use or disposition, as well as the reliability of

financial records for pneparing financial statements and maintaining
accountability for assets. The concept of reasonable assurance

PACIFIC GUARDIAN CENTER ¢ DILLINGHAM BLDG. « 735 BISHOP STREET » SUITE 432 « HONOLULU, HAWAIl 96813-4820
PHONE (808) 521-5064 « FAX 521-5065 » E-MAIL: dave@davidelathamcpa.com




Board of Directors
Wespac Hawalii Securities, Inc.
February 23, 2006
Page 2

recognized that the cost) of a system of internal accounting control
should not exceed the bereflts derived therefrom, and also recognizes
that the evaluation of these factors necessarily requires estimates and
judgments by management. However, for the purposes of this report, under
Rule 17A-5, the determlnetlon of weaknesses to be reported was made
without considering the practicability of corrective action by management

within the framework of a |cost/benefit relationship.

There are inherent limitaqions that should be recognized in considering
the potential effectiveness of any system of internal accounting control.
In the performance of mosh control procedures, errors can result from
misunderstanding of 1nstructlons mistakes of judgment, carelessness, or
other personal factors. Control procedures whose effectiveness depends
on segregation of duties ¢can be circumvented by collusion. Similarly,
control procedures can bé circumvented 1nternally by management with
respect to the estimates and judgments required in the preparation of
financial statements. Further, progectlon of any evaluation of internal
accounting control to futpre periods is subject to the risk that the
procedures may become 1nadequate because of changes in conditions, or

that the degree of compllance with the procedures may deteriorate.

As part of my study I verlfled that Wespac Hawali Securities, Inc., has
in place a policy which complles with the requirements of the Securities
and Exchange Commission rebardlng money laundering.

My study and evaluation of|the system of accounting control for the year
ended December 31, 2004, made for the purpose set forth in the second
paragraph, would not necessarily disclose all weaknesses in the system
which may have existed during the period under review.

As a result of my audit observations, I found no weakness I believe to

be material.
(aasl) S o

A:\05CorpFin\WESPAC HI SECURITIES\Internal Control Ltr.wpd




