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OATH OR AFFIRMATION

Michael L. Pexa

I, , swear {or affirm) that, to the best of

my knowledge and belief the accompanim%dfnancnal statement and supporting schedules pertaining to the firm of
Asia Pacific Financia anagement Group, Inc.

, as
of December 31 ,20 06 , are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

= ) ///’j)

/ Signature

CEO/CHAIRMAN
Title

o AR

NCTARY PUBLIC
U PUb]w In and for Guam, U.S.A.

chommlssmn Explres April 14, 2010
0. Box 2888 Hagatna, Guam 96932

This report ** contains (check all applicable boxes):
B (a) Facing Page.

B (b) Statement of Financial Condition.

Bd (c) Statement of Income (Loss).

Bd (d) Statement of Changes in Financial Condition.
Bd (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Bd (g) Computation of Net Capital.

E {h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,
O

()

O

a

O

X

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

(i) A Reconciliation, 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.

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

(1) An Oath or Affirmation. I

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

(n) A reportdescribing any material inadequacics found to exist or found to have existed since the date of the previous audit.
{0) A report of Independent Public Accountant on Internal Control Struct

**For conditions of confidential treatment afcerram portions of this filing, see section 240.17a-5(e)(3).
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Jobn 0. Hatloran, 9.C.
Contified Public Qecountant

P.O. Box 22635 Telefax: (671) 637-0004
GMF, Guam 96921 email: halloran@netpci.com

Report of Independent Certified Public Accountant

To the Stockholders and Board of Directors
of Asia Pacific Financial Management Group, Inc.:

I have audited the accompanying statements of financial condition of Asia Pacific
Financial Management Group, Inc. (a Guam Corporation) as of December 31, 2006 and
2005, and the related statements of income, changes in stockholders’ equity, and cash
flows for the years then ended. These financial statements are the responsibility of the
Company’s management. My responsibility is to express an opinion on these financial
statements based on my audits.

I conducted my audits in accordance with U.S. generally accepted auditing standards.
Those standards require that I plan and perform the audits 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
staternent presentation. 1 believe that my audits provide a reasonable basis for my
opinion.

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Asia Pacific Financial Management Group, Inc. as of
December 31, 2006 and 2005, and the results of its operations and its cash flows for the
years then ended, in conformity with U.S. generally accepted accounting principles.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in Schedules 1, 2 and 3 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 of the
Securities and Exchange Commission. Such information has been subjected to the
auditing procedures applicd 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.

February 15, 2007 K M/ A<
2




ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.

(A Guam Corporation)
Statements of Financial Condition

December 31, 2006 and 2005

2006 2005
ASSETS
Cash $ 31,900 36,890
Deposit with clearing organization 10,898 10,701
Short-term investments - trading securities 54,848 40,191
Receivable from brokers 129,881 108,164
Prepaid insurance and other receivables 1,224 3,170
Furnitures, equipment and leasehold improvements,
net of accumulated depreciation (Note 3) 16,982 13,843
$245,733 212959
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Accounts payable and accrued expenses 8,475 6,524
Commissions payable:
Stockholders 50,958 45,058
Other brokers 11,785 11,099
Guam income tax payable (Note 4) 3,816 5,351
Deferred income tax (Note 4) 1,378 639
Total liabilities 76,412 68,671
Stockholders' equity:
Common stock, $1 par value; 800,000 shares
authorized; 146,000 shares subscribed and
outstanding 146,000 146,000
Stock subscriptions receivable (120,000) (120,000)
Additional paid-in capital 2,000 2,000
Retained earnings 141,321 116,288
Total stockholders' equity 169,321 144,288
Lease commitment (Note 5)
$ 245,733 212959

The accompanying notes are an integral part of this statement.
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ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.

{A Guam Corporation)

Statements of Income

Years Ended December 31, 2006 and 2005

Revenues:
Commissions
Interest income

Total revenues

Expenses:
Commissions
Employee salaries & wages, net of reimbursements
Other operating expenses
Rent and utilities (Note 5)
Clearing fees
Taxes and licenses
Depreciation

Total expenses

Income before Guam income tax

Guam income tax (Note 4)

Net income

The accompanying notes are an integral part of this statement.
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2006 2005
$ 668,612 635,350
16,057 13,819
684,669 649,169
397,807 377,693
86,505 74,010
72,549 68,010
54,025 45,646
32,173 35,192
7,273 6,315
4,749 7,856
655,081 614,722
29,588 34,447
4,555 5,404
$ 25,033 29,043



ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Statements of Changes in Stockholders' Equity
Years Ended December 31, 2006 and 2005
Additional

Common Stock Paid-In Retained
Shares Amount Capital Earnings Total

Balance at December 31, 2004 26,000 $ 26,000 $ 2,000 §$ 87,245 §$115,245

Net income for the year ended
December 31, 2005 - - - 29,043 29,043

Balance at December 31, 2005 26,000 26,000 2,000 116,288 144,288

Net income for the year ended
December 31, 2006 - - - 25,033 25,033

Balance at December 31,2006 _ 26,000 § 26,000 § 2000 $141,32] $169,321

The accompanying notes are an integral part of this statement.
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ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Statements of Cash Flows
Years Ended December 31, 2006 and 2005

2006 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 25,033 29,043
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 4,749 7,856
| Loss on the sale of fixed asset 220 -

Deferred income tax 739 53

Change in assets and liabilities:
Deposit with clearing organization (197) (230)
Receivables (21,717) 3,750
Prepaid insurance and other receivables 1,946 (2,214)
Accounts payable and accrued expenses 1,951 3,719
Commissions payable 6,586 (2,053)
Obligations under capital lease - (4,164)
Guam income tax payable (1,535) 1,569

NET CASH PROVIDED BY OPERATING
ACTIVITIES 17,775 37,329

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of furnitures, equipment and leasehold

improvements {8,508) (4,480)
Fixed asset sale proceeds 400 -
(Increase) decrease in short-term investments (14,657) {12,671)

NET CASH USED BY INVESTING

ACTIVITIES (22,765) (17,151)

NET INCREASE (DECREASE) INCASH  (4,990) 20,178

CASH AT BEGINNING OF PERIOD 36,890 16,712
CASH AT END OF PERIOD $ 31,900 36,890

SUPPLEMENTARY INFORMATION:
Interest paid $ 241 1,024

The accompanying notes are an integral part of this statement.
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ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Notes to Financial Statements
December 31, 2006 and 2005

(1) Nature of Business

Asia Pacific Financial Management Group, Inc. (APFMG) was incorporated
under the laws of the Territory of Guam on March 2, 1993 with the filing of its
incorporation documents at the Government of Guam Department of Revenue and
Taxation. The Company is registered as a broker-dealer in securities under the
Securities and Exchange Act of 1934, as amended. APFMG renders broker-
dealer services in principally mutual funds and corporate stocks on both an
agency and principal basis to its Guam located customers on a fully disclosed
basis through other broker-dealers. APFMG is exempt from the reserve
requirement under SEC Rule 15¢3-3(k){2)(it), since it does not handle or carry
customer securities and cash. On January 29, 2007, the Company amended its
articles of incorporation and by-laws to change the name of the corporation from
Asia Pacific Investors Services to Asia Pacific Financial Management Group, Inc.

2 Summary of Significant Accounting Policies

A summary of the significant accounting policies applied in the preparation of the
accompanying financial statements follows:

Basis of Accounting

Security transactions and related commission revenue and expense are recorded
on a trade date basis.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements
and reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.

Cash

For purposes of reporting cash flows, cash includes cash on hand and cash due
from banks and brokerage accounts,
7




ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation}

Notes to Financial Statements, Continued

Furnitures, Equipment and Leasehold Improvements

Fumitures, equipment and leasehold improvements are recorded at cost or
estimated net book value at the date of transfer. Depreciation is provided on
furnitures and equipment by the straight-line method over their estimated useful
lives. Leasehold improvements are amortized over the lives of the respective
lease or the service lives of the improvements.

(3) ___Fumitures, Equipment and Leasehold Improvements
Furnitures, equipment and leasehold improvements at December 31, 2006 and
2005 consist of the following:
2006 2005
Furnitures $ 9173 8,714
Equipment 73,699 70,357
Leasehold improvements 11,124 _8.,607
93,996 87,678
Less: accumulated depreciation 77,014 73,835
$ 16982 13,843
Included in equipment is a xerox machine which was recorded as a capital lease at
a cost of $17,641. Terms of the lease agreement called for monthly payments of
$408 until September, 2005.
(4)  Guam Income Tax

Guam income tax consists of current of $3,816 and 35,351 and deferred payable
of $1,378 and $639 as of December 31, 2006 and 2005, respectively. The Guam
income tax provision of $4,555 and $5,404 for the years ended December 31,
2006 and 2005, respectively, is computed based on the statutory rate of 15%.



(5)

ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Notes to Financial Statements, Continued

Deferred taxes are recognized for temporary differences between the basis of
assets and liabilities for financial statement and income tax purposes. Differences
relate primarily to depreciable assets (using accelerated depreciation methods for
income tax purposes).

APFMG’s provision for Guam income tax does not differ from applying the
statutory income tax rate to income before income taxes.

During the years ended December 31, 2006 and 2005, APFMG paid $5,351 and
$3,782, respectively, in Guam income tax.

Lease Commitment

{6)

APFMG leases its administrative office under a noncancelable operating lease
which expires on June 30, 2008 at a monthly rate of $3,000 ($2,400 to June 30,
2006). The building and related improvements from which APFMG conducts its
operations is owned by U.D.P. Corporation, a Guam corporation. Two-thirds of
U.D.P. common stock is owned by APFMG’s majority stockholder.

Rent expense for the years ended December 31, 2006 and 2005 was $32,400 and
$28,800, respectively. Rental payments through the end of the lease term at June,
2008 are $54,000.

Net Capital Regquirement

APFMG is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (rule 15¢3-1), which requires the maintenance of minimum net
capital and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1 (and the rule of the “applicable” exchange also
provides that equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1). At December 31, 2006, APFMG
had net capital of $103,119, which was $98,119 in excess of its required net
capital of $5,000. The Company’s net capital ratio was .74 to 1.




SUPPLEMENTARY INFORMATION




Schedule 1
ASTA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Computation of Net Capital Under Rule 15¢3-1
of the Securities and Exchange Commission

December 31, 2006

NET CAPITAL:
Total stockholders’ equity qualified for net capital $ 169,321
Deductions:
Non-allowable assets:
Broker receivables (40,441)
Prepaid insurance and other receivables (1,224)
Furnitures, equipment and leasehold improvements (16,982)
Haircuts on securities from Part [TA (7,555)
Net Capital $ 103,119
AGGREGATE INDEBTEDNESS:
Total liabilities included in statement of financial condition § 76412
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:
Net capital required $ _5,000
Excess net capital at 1500% $ 98,119
Excess net capital at 1000% $ 95478
Ratio: Aggregate indebtedness to net capital $ 74:1
RECONCILIATION WITH COMPANY’S COMPUTATION (included
in Part ITA of Form X-17A-5 as of December 31, 2006):
Net capital, as reported in Company’s Part [IA FOCUS report $ 109,659
Audit adjustments, net (6,540)
Net capital as shown above $ 103,119
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ASIA PACIFIC FINANCIAL MANAGEMENT GROUP, INC.
(A Guam Corporation)

Schedule II

Determination_of Reserve Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2006

The Company is exempt from the Reserve Requirement of computation according to the
provision of Rule 15¢3-3(k){(2)(ii).

Schedule 111
Information Relating to Possession or Control Requirements

Under Rule 15¢3-3 of the Securities and Exchange Commission
December 31, 2006

The Company is exempt from Rule 153-3 as it relates to Possession and Control
requirements under the (k)(2)(i1) exemptive proviston.
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Jobin A. Halloran, 9.C.
Centified Public Qecountant

P.O. Box 22635 Telefax: (671) 637-0004
GMF, Guam 96921 ' email: halloran@netpci.com

Report of Independent Certified Public Accountant on Internal Control Structure
Required by Rule 17a-5 of the Securities and Exchange Commission

To the Stockholders and Board of Directors
of Asia Pacific Financial Management Group, Inc.:

In planning and performing my audit of the financial statements of Asia Pacific Financial
Management Group, Inc. for the year ended December 31, 2006, I considered its internal
control structure in order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide assurance on the
internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission, I have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by Asia Pacific Financial Management Group, Inc.
that I considered relevant to the objectives stated in Rule 17a-5(g), (1) in making the
periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11)
and (2) the procedures for determining compliance with the exemptive provisions of Rule
15¢3-3. T did not review the practices and procedures followed by the Company in
complying with the requirements for prompt payment for securities under Section 8(b) of
Regulation T of the Board of Governors of the Federal Reserve System because the
Company does not carry security amounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal contro! 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 internal control structure
policies and 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 Commission’s abovementioned 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 preparation of financial statements in conformity with U.S. generally
accepted accounting principles. Rule 17a-5(g) lists additional objectives of the practices
and procedures listed in the preceding paragraph.

12




Jabn A. Halloran, P.C.
Contified Fubtic (ecountant

Because of inherent limitations in any internal control structure or the practices and
procedures referred to above, errors or irregularities 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.

My consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure 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 the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or
irregularities 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, I noted no matters
involving the internal control structure that I consider to be material weaknesses as
defined above.

I understand that practices and procedures that accomplish the objectives referred to in
the second paragraph of this report are considered by the Commission 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 matenial respects, indicate a material inadequacy for such purposes. Based on this
understanding and on my study, I believe that the Company’s practices and procedures
were adequate at December 31, 2006 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, the National Association of Securities Dealers and other regulatory

agencies which rely on Rule 17a5(g) of the Securities Exchange Act of 1934 and should
not be used for any other purpose.

4
February 15, 2007 £.
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