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OATH OR AFFIRMATION

L Ruserim S. Hasan ~ , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement. and supporting schedules pertaining to the firm of
Cathay Securities, Inc. ' , as

of December 31 ‘20 05 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprletor prmc1pa1 ofﬁcer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

N/A

//>cw Hw\——/ ~

ngnature

Pre51dent

T Title

ch::/)ublic i ‘y'
This report ** ¢ ins (c Il applicable boxes):
X

(a) Facing Page.

X

B (b) Statement of Financial Condition.

A (¢) Statement of Income (Loss).

3 (d) Statement of Changes in Financial Condition.

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

O (O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

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

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

¢ (j) A Reconciliation, including appropriate explanatxon of'the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

& (1) An Oath or Affirmation. T

L3 (m) A copy of the SIPC Supplemental Report. .

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

**For conditions of confidential treatment of certain pori;’oﬁs of this filing, see section 240.17a-5(e)(3).
X Certified Public Accountants:Sﬁpplementary Report of Internal Control
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CATHAY SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2005

Note 6 - Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

(Rule 15¢3-1), which requires that aggregate indebtedness shall not exceed fifteen times net capital.

In addition, the Company is required to maintain a minimum net capital of $50,000. At December

31, 2005, the Company's net capital was $102,131, which was $52,131 in excess of the required net
capital, and the Company's aggregate indebtedness to net capital ratio was 0.12 to 1.

There are no material differences between the amounts presented above, which are the amounts

Based on the accompanying audited financial statements, and the amounts reported in the
Company’s focus report filed in January, 2006.

Note 7.- Financial Instruments With Off-Balance Sheet Risk

The Company introduces all customer transactions in securities traded in U.S. securities markets to
-another New York Stock Exchange member firm on a fully disclosed basis. The agreement
between the Company and its clearing broker provides that the Company is obligated to assume -
any exposure related to non-performance by customer or counterparties.

The Company's exposure to credit risk associated with the non-performance of customers and
counterparties in fulfilling their contractual obligations pursuant to these securities transactions can'
- be directly impacted by volatile trading markets, which may impair the customer's or counterparty's
ability to satisfy their obligations to the Company.

In the event of non-performance the Company may be required to purchase or sell financial
instruments at unfavorable market prices resulting in a loss to the Company. The Company does
not anticipate non-performance by customers and counterparties in the above situations.

@

The Company seeks to control the aforementioned risks by requiring customers or counterparties to
maintain collateral in compliance with regulatory requirements, the clearing broker's guidelines and
industry standards. The Company monitors required margin levels daily and, pursuant to such
guidelines, requires the customer to deposit additional collateral, or to reduce positions, when
necessary. The Company also has a policy of reviewing the credit standing of each customer and
counterparty with which it conducts business.

WONG & CO.
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