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Mendus & Associates, P.C.

CERTIFIED PUBLIC ACCOUNTANTS
107 Archibald
P.0. Box 32107
KANSAS CITY, MISSOURI  64171-5107
VOICE (816) 756-1980 FACSIMILIE (816) 756-1842

HBOC Capital Markets, LLC

Two Pershing Square, Suite 900
2300 Main Street

Kansas City, MO 64108

In planning and performing our audit of the financial statements and
supplemental schedule of HBOC Capital Markets, LLC, (the Company), for
the year ended December 31, 2005, 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 lnternal 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 (cr aggregate debits) and net capital under rule l7a-
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 gquarterly securities examinations, counts, verifications,
and ccmparisons and recordation of differences reguired by rule 17a-13

2. Cemplying 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 maintaining physical possession or control of all
fully paid and excess margin securities of customer as required by
Rule 15c¢3-3

The management of the Company is responsible for establishing and
maintaining internal control and the practices and procedures referred
to in the preceding paragraph. In fulfilling this responsibility,
estimates and judgments by management are regquired 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 cbjectives. Two cf the objectives of internal
control and the practices and procedures are to provide management
with reascnable but not absolute assurance that assets for which the
Company has responsibility are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in
accordance with management's authorization and recorded properly to
permit the preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists
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additional objectives of the practices and procedures listed in the
preceding paragraph.

Because of inherent limitations in internal contrel or the practices
and procedures referred tc above, error or fraud may occur and not be
detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of
changes in conditions or that the effectiveness of their design and
operation may deteriorate.

Our consideration of internal control would not necessarily disclose
all matters in internal contrcl 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 contrcl 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
tc 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 cbjectives.

This report is intended solely for the information and use cf the
Board of Directors, management, the SEC, National Association of
Securities Dealers, 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.

%. Lo Luspeiitis, P C.

Mendus & Associates, P.C.
February 28, 2006



HBOC Capital Markets, LLC
Attachment to Form X-17A-5
Reconciliation of Audited Net Capital to
Unaudited Net Capital

Unaudited Net Capital = Form X-17A-3 Ctomputation

of Net Capital, Line 10 $ 14,304
Additional Liabilities (See note below) (_4.593)
Audited Net Capital $ 9.711

Note: During the audit, the auditor discovered additional lLabilities through
review of subsequent disbursements and inquiries of management.



