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OATH OR AFFIRMATION

1, Nora Simpson , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Lee Financial Securities, Inc. , a8
of September 30 ,20 07, are truc and correct. 1 further swear (or affirm) that

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

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

B }m’q é”"ﬂ%ﬁ/

o " ) ‘f-c" < ( Sifnature - -
- KAM?;/ £ nencey /d/%cw
Title f

PAULAH. MANISOALS D
C/g“m vl NO'"I'yAHVPUELES, STATE G BELAYARE

Commission Expires May 29
Notary Public L35IaN Sxpires Rizy 20, 2009

-

his report ** contains (check all applicable boxes):

{a) Facing Page.

{b) Statement of Financial Condition.

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(¢) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors” Capital.

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

(g) Computation of Net Capital.

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

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

() A Reconciliation, including appropriate explanation 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.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{(n) A reportdescribingany material inadequacies found to exist or found to have exisled since the date of the previous audit.

00 B OFOHNOEHNEEE

**Lor conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Tart, WELLER & BAKER LLP
Certified Public Accountants

REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Board of Directors
Lee Financial Securities, Inc,
Honolulu, Hawaii

We have audited the accompanying statement of financial condition of Lee Financial Securities, Inc. as of
September 30, 2007 and the related statements of income (loss), changes in ownership equity, and cash flows
for the year then ended. These financial statements are the responsibility of the Company’s management.
Our responsibility 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
opinton.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of First Pacific Securities, Inc. as of September 30, 2007, and the results of its operations and its cash
flows for the year then ended, in conformity with accounting principles generally accepted in the United 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 Pages 3, 4, 6 and 7 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
applied 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.

T il (i

Philadelphia, Pennsylvania
November 27, 2007



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART lIA

BROKER ORDEALER  Lee Financial Securities, Inc. N 3
' Lt
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DD/YY) 9/30/07 99
SECFILENG. B8-40219 o8
Consolidated 158
Unconsolidat X ToY
Allowable Non-Allowable Total
1. Cash VORI JC ¥ o1 [200] $ 37,966 [750]
2. Receivables trom brokers or deaiers:
A, Clearance aceounl ... 3 295
B. Other 300 { S 550 810
3. Receivable ROM NOR-CUSIOMENS ..o e 355 600 | % 830
4_ Securities and spol commodities
owned at market value:
A, Exempled SECUNTIES ..ot cacececeneees 418
B. Debt securities ... 419
C. Dplions................ 20
D. Other securities .. 424
E. Spat commodities ... M 430 i BSOJ
5. Securities and/or ather mveslmenls
not readily markelable:
A Mcosly $ | 130|
B. At esttmaled fair value 440 610 | 860 |
6. Securities borrowed under suburdmamn
agreements and partrers’ individual and capital
securities accounts, at markel valoe: | 460 ] ] 630 | I 880 I
A, Exempted
securities $ | IS(]I
B. Other l_____l
securities $ 160
7. Secured demand notes: ... 470 | 640 | ] 890 I
Market value of collatesal:
A. Exempted
securities $ I 170|
B. Other
securifies $ [ 180|
8. Memberships in exchanges:
A, Owned, al
market $ | 190|
B. Owned, al cost [ 650 |
C. Contributed for use of lhe company, al
market vatue .. * f 660 | {900]
9. Investment in and recavables !rorn alﬁhales
subsidiaries and assaciated pannerships ...........ccc.... [480] 102,886 [en] 102,886 910
10. Propesty, turniture, equipment, leasehotd
improvements and rights under lease agreements,
at cost-net of accumulated depreciation and
amorization ... 490 680 | 920
11, Other ASSBIS oo oot s svrra en e e 535 735 930
12, TOTALASSETS o5 831,966 540 |$_ 102,886 740 | s 140,852 940
OMIT PENNIES
See Notes 10 Financial Statements Page | 0203




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA

BROKER OR DEALER Lee Financial Securities, Inc. asof _9/30/07

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

LIABILITIES AND OWNERSHIP EQUITY

Al Non-Al
Liabilities Liabilities Liabilities Total
13. Bank toans payable ... $ 1045) § [1255]%s $ [1470]
14. Payable 1o brokers or dealers:
A Clearance acoount . 1114 1315 1560
B. Other ... - o 1115 1305 1540
15. Payable to noncusiomers 1155 1355 1610
16. Securities sold not yet purchased,
at market value {13601 [1620}
17. Accounts payable, accrued ialﬂmes
B L L 940 {1205) [1385) 940 1685
18. Notes and morigages payabte
A. Unsecured ........ . . 1210 1650
B. SBCUTBE o oo oo ererionnn 1211], £ 1390] v, 1700
19. E. Liabilities subordinated to claims
of general creditors:
A. Cash borrowings: ..o [ I400! [1710]
1. from oulsidersy $ [970]
2. includes equity subordination (15¢3-1(d))
oofl . $ 980
B. Securities bomowings, al market valve ............ 1410 1720
{from outsiders $ [7990]
C. Pursvant to secured demand note
cofaleral AQEEIRENTS .........coveoverereeer e sssssnses 1420 [¥730]
1. from outsiders $ {1600
2. includes equity suberdination (15¢3-1(d
of. .. $ 1010
0. Bxhange memberships contributed for
use of company, al market valve ... ... [1430] [1730]
E. Accounts and other borrowings nol
qualified for net capital purposes ... 1220 1340 1750
20. TOTAL LUABILITIES oo $ 940 1230) $ 1456] s 940 1760
Owmership Equity
' 21. Sole Proprietorship ... et oot e e 2S£t eee e rem e see e s s er et e et eteeeeeeeeeu s R nere ensm s st et et "s$ 1770]
l 22 Partnership (imiled partners) .. SRR 7Y 1 [1020]) 1780}
23. Corporation:
A. Preferred s10CK .o 17
B. Commwonstock ... e e eee et e renmes N 2,500 1792
C. Additional paid-in capitat e eeee e oeee 2 | 1793
D. Retained eamings ... ... e et et e e (104 ,814) 1794
E. Tolal .. ettt emeeeeneereseoeemeee e eemern1ed AR REm e S cE e RS R et e st mam s 139,912 1795
F. Less capnal stock @ treasury ........... e ) 1796
24, TOTAL OWNERSHIP EQUITY e vte e e oo et eee o et eem e ee s A v tsA b2t e et e e $ 39,912 1800
25. TOTAL LIABILITIES AND OWHNERSHIP EQUITY ..oooeoe e ooeem e cemees uemsectsem e ae s cceeseesm s smcmeseens 482 o1n33 25 senesnscsrs et b0 $ [ 40,852 1810
OMIT PENNIES
See Notes to Financial Statements Page 2 02iC3




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

BROKER OR DEALER Lee Financial Securities, Inc. asof 9/30/07
COMPUTATION OF NET CAPITAL
1. Tolal ownership equity from Statemer of Financial Condition $ 139,912 [3480]
2. Deduct ownership equily not alowable for Net Capital ... ... - i | “ )| 3490
3. Totat ownership equily qualified for Net Capital ... ..o oo oo - R 139,912 lasool
4, Add:
A Liabilies subordinated 1o claims of general creditors aflowable in compu:ahon of netcaplal ..ot 3520
8. Other (deductions) or allowable credits {List) ... remeeerestmsetens e reasn et 3525
5. Tolal capital and alowabie SUDORIINAIEA BABMHES ...rr..oor..ooeceseovesssrmrerrarermiecrnere s s s A s $ 139,912 3530
6. Deduclions andfor charges:
Total non-allowabte assels from .
Staterment of Financial Condition (Notes B and G) ... oo crococvrmcemeerme s ssssnin g 102,886 3540
8. Secured demand note deliNQUERCY .........—.ccerevsnrreciemnecne i 3590
C. Commodity hdures contracts and spot commodilies -
PrOPriCtary CAPHA CRATPES ...ooomeeeeece e asms e s bt s s s e 3600
Other deductions and/or Charges .......—..... S —— 310 (102,886  ){3@0]
7. Olhet zdditions and/or altowable credits (List) oo, v vmrene e oo en 3630
8. Hiet capital before hACULS OR SECUTIES POSTIONS ..o, e ococevrscscrrs e cesenrececrser e B2 37,026 3640
9. Halrcuts on securities {computed, where appﬁcable pursuam to |5c3-l(!))
A, Contractual securities commitments .. [OOPOU 3660
8. Suhordinated SECUTINEs DOMMOWINGS ....eo.covocecr e eoeicememcmememen e e ob e s 3670
C. Trading and invesiment secuiities:
1. EXPPIEE SECUIMNES . o.oo.oooooooocoe oo rrerscceens s one ot ssnannssransrnemms s 1Y 3735
2. Debl securities 3733
3. Options ............. 3730
4. Other securilies 3734
0. Undue Concentration - 3650
10, Net Capital ............ . e oot e eeee e s seet st e e § 37,026 [a750]
OMIT PENNIES

The audited net capital is the same as the unaudited net capital of
$37,026 at 9/30/07 filed with the Focus Report.

See Notes 10 Financial Statements Page 3 02/03




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HA

BROKER OR DEALER  Lee Financial Securities, Inc. asof _9/30/07

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A
1. Minimum el capital required (6%,% o 18 19) ..o e - $ 63 3756,
12. Minimum doliar net capital reqmmment of reporting brokes or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note (4) ... - e e emseee e s e s 5,000 3758

13. Net capital requirement (greater of ine 11 or 12) $ 5,000 3760
14. Bxess net capital (ne 101655 13) . oveeeeenn e e . $ 32,026 3770
15. Excess net capital at 1000% (fine 10less 10% of e 19) .o e 22 $ 36 ,q 17 3780

GOMPUTATION OF AGGREGATE INDEBTEDNESS

16. Tota! A4 Uabilities oM StAtemert Of FIMANCE CONBION. ... oo oeoeescrsse e et s sereresmmerscies 3 940 3790
17. Add:

A. Drafls for immediate credit .. SOOI ¢ {3800]

B. Market value of securities bormwed tor whu;h no equwalent value

is paid or crediled ..... SRS USROS 1 3810

C. Other ynrecorded amounts {Lﬁl) - R 3820 $ 3830
18 TOLAl APYPOOAIE MIAEBIEATESS .......... o oooor-evecer-oeersorrese semsersres e o s e £ 2533455 o R e 1o $ e 3840
19. Percentage of aggregate indebledness o et capital (ling 18 -+ by lire 10) .. % 7.54% 3850
20. Percentage of debl to debl-equity total computed in accordance with Rule 15¢3- t(d) % N/A 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit diems as shown in Formula for Reserve Requirements pursuant to Rute 15¢3-3

prepared as of the date of the net capital computation inctuding both brokers or dealers and consolidated subsidiaries' debits ... § N/A [ 3970]
22. Minimum doltar net capdal requirement of reporting broker or deakr and minimum nel camlal requirement of

subsidiaries computed in accordance with Note (A) ... ST -t 3880
23. Met capital requirernent {greater of tine 21 or 22) . 3 3760
24 Excess capital {fine 10 less 23).... IR $ 3910
25. Net capial in excess of the grea!el ol

A. 5% of combined aggregale debl-Hems 0f $120.000 .. oo e snnes et s e N/A 3920

NOTES:

{A) The minimum net capital requirement should be computed by adding the minimum dallat nel capital requirement of the reporting broker dealer and, for each

subrsidiary 1o be consolidated, the greater of:
1. Minimum doflar fel capital requirement , or
2. &% of aggregate indebledness or 4% of aggregate debits if alternative method is used.

(8) Do not deduct the value of securities borrowed under subordination agreements o secured demand note covered by subosdination agreements oot in satistactory form
and the market values of memberships in exchanges contributed for use of company {contsa lo item 1740) and pariners’ securities which wete inclided in non-allowable
assels.

{C) For reports fited pursvant to paragraph (d) of Rule 17a-5, respondent should provide a st of malerial non-alowable assets.

See Notes 10 Financial Statements Page 4 02/03




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART {IA

BROKER OR DEALER Lee Financial Securities, Inc.

For the period (MMDDYY) fromz10/01/06 [333te_ 9/30/07 _ [393]
Number of months included in this statement 12 2931

STATEMENT OF INCOME (LOSS)

REVENUE
t. Gommissions:
a. Commissions on ransactions in exchange listed equity securilies executed 00 AN XCRANGE cc..c.ceeovo e ecerrs e e $ 3935
b. Commissions on listed oplion transactions it eeraee et e e e ameane g e s 3938
C. Al OIS SECUMIES COMMIMSSIING _......oo.voeoeeeeceeeesereeecasasssmos s eesens ens e s ses s oot s abe s e e ra s s om e sa oo s e et s 2,026 3939
d. Total securities COMMISSIONS ._.......oooroocoeeoeeee e . ) 2,026 3940
2. Gains or losses on firm securities trading accounts
a. From matket making in oplions on a national SECUMIlES @XCRANGE .........cooomeee s cooeem ettt s s srn s e 39435
b. From all other trading ...............ooeeee e eeeemeeameene 3949
c. Total gaim {l0SS) .o 3950
3. Gains or losses on firm securities investment accuunls 3952
4. Profit floss) from upderwiiling and sefing groups ..........occoverreereaee 39535
5. Revenve from sale of investment company shares ....................... 3970
6. COMMOGHHES MBVBIUE ... oo eeiee s eeeevens esesers s ansts et avses oo oo s ssaras sessss sieasssssmescmns srs saemesacseemee . e arme s 3990
7. Fees for accourt supervision, investment advisory and admmlstrabve services . ettt en e eemmemen seemen oo eemeemmee st e nerrran vk s mnn e ot 3975
8. Otherrevenue ... 280,703 3995
O, TOMA TBVEIUE —.....c.oeoeecs e e ceeoveamteceraeee s oo on e esnsnesa e oo ssss et s e s seness s caie st i rrsssanee s mere o smssmens s 9 QB2 T2 4030
EXPENSES
10. Salaries and other employment costs for general panners and voUng stockholder officers . 4120
11. Other employee compensation and benefits .. e - 240,644 4115
12. Commissions paid to ather broker-deaters ..........cuwveenan- 247 4140
13 MEErESt EXPENSE ..oee e e e emecenene e serene 4075
a. Includes interest on accounts subject to subordination agreements . [4070]
14, Regulatory fees and eXPeOSeS ... orveceereeeeeceereeeemes T 7,663 4195
15. Other expenses e it At 44 e et e et et e e eeemeee st AR Seetemreeeeee eetan e o e e 29,153 4100
16, TOLal BXPENSES . ..oooeooeoe oo et eeeeee O SR & N 10 ] 4200
NET INCOME
17. Income (loss) before Federal income faxes and items below (Hem 91655 HBM 6] ..v.....omrrceuecsmemmmarreecmoece s st senss s ssn e 4 5,022 4210
18. Provision for Federal income taxes (for parent only) - e g 4220
19, Equity in eamings (losses) of unconsofidaled subsidiaries not mluded above _____ 4222
a. Afler Fedetal income taxes of ..o e ree s amar e eveoeres oo | 4338]
20, EXAONHNANY GRS {J0S5O5) — o.oooers oo eooeeerereemeaeearmiare o eeseeeeeecoee s sessas e eeeet ot sestes s e £ £ s 50 e 5551 e 2 et e e s e | 4224]
2. After Federal INCOME VAXES OF ..o oo ecvct e s seenssnresne s er e renne o [4238]
21. Cumulative effect of changes in accounting principles ... et eete et o br e mee s e neeen A8 4 k£ £ £t £ e et e e e 4225
22. Nel income (loss) afier Federa income taxes and extraordmary ilems eeeen e ee e st e e een ettt s g et eenmesnnee 5,022 4230
MONTHLY INCOME
23. Income {current manth only) before provision for Federat income laxes and extraordinary #8ms ... 3 N / A ] 4211]

See Notes to Financial Statements Page 5 02/03




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART HIA

BROKER OR DEALER Lee Financial Securities, Inc.

For the period (MMODYY) from 10/01/06 to_9/30/07

STATEMENT OF CHANGES (N OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. Balance, beginning of period oo oA et e oA eSS A 08 St AR ARt s 114,890 4240
A, Netincome (088 oooconoce e e e eeere s 8t e R A R - 5,022 4250

6. Additions (Includes mn—oonfoﬂmm capital of .. et ettt SR AR s et semeri e e wé 4262)) 20,000 4260

G. Deductions (ncludes non-conforming capital n! .................................................................. $ 4272]) 270
2. Balance, end of period (From tem 1800) ... R JHP v . 7 ) ¥4

STATEMENT OF CHANGES IN UIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period . N/A 4300
A. lIncreases ... 4310

B. DECIRASES ..ooooooeecerrmcreain 4320
4. BAIINCE, 01 O POTIOH (FIBMRER B520) ... eoeoerooeermeres oo st e b 5 5 e Y N/A [3330]
OMIT PENNIES

See Notes to Financiai Statements Page 6 02/03




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1IA

BROKER OR DEALER Lee Financial Securities, Inc. asof  9/30/07

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24_ I an exemption from Rute 15¢3-1 is claimed, identify below the section upon which such exemplion is based {check one anty)

A. ()(1) — $2.500 capital category as per Ruke 15c3-1 .. 52,000, (CategOrI) i X 4550
8. (KN2){A) — "Special Account for the Exclusive Benefit of customers™ maintained ............ S 4560
€. (K)}(2)(B) — A% customer transactions cleared through another broker-dealer on a fully disclosed basls.

Name of clearing fim, ja33s] 4570
D. (x)(3) — Exempled by order of the Commission (include copy of letter) 4580

Ownership Equity and Subordinated Uabilities maturing or proposed to be withdrawn within the next six mornths
and accsuals, (as defined below), which have not been deducted in the computation of Net Capital.

Type of Proposed ’ Amount o be
Withdrawal or Withdrawn (cash (MMDDYY} Expect
Accrual tnsider of amourd and/or Net Wilhd rawal or [}
(See below Qutsider? Capital Value of Maturity Renew
for code ) Mame of Lender or Contributos (In or Qut) Securities) Date {Yes or No)
L [4600] [460t) {4602] {4603 ] [4604] | 4605)
12 [4610] [3511] [4612] [4613] (3614] [4815]
b [4620] [4621) {3623] [a623] [46%1) [4635)
i [4630] 4631 [4832] [4633] [ 4634] [ 4635]
;49 [4640] 4641 4642 [4643] [i6aa} [4645]
Total $% N/A [359)
OMIT PENNIES

Instructions:  Detail Listing must include the total of #ems maturing during the six month petiod following the reporl dale, regardless of whether or not the capital contribution is
expecied to be renawed. The schedule must also include praposed capital withdrawals scheduled within the sitx month peried following the repart date including
the praposed redemplion of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, partners’ drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted
in the computation of Net Capilal, but which you anticipate will be paid within the next six months. .

WITHDRAWAL CODE: DESCRIPTIONS
i. Equily Capital
2. Subordinated Liabilities
3. Accruals

See Notes to Financial Statements Page 7 02/03



LEE FINANCIAL SECURITIES, INC.
STATEMENT OF CASH FLOWS

Year ended September 30, 2007

INCREASE (DECREASE) IN CASH

Cash flows from operating activities
Commissions and other fees received
Salaries and other expenses paid

Net cash used for operating activities

Cash flows from investing activities
Stockholder capital contributed

Net increase in cash

Cash
Beginning of year

End of year

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY (USED FOR) OPERATING ACTIVITIES

Net income
Increase in accounts receivable from affiliate

Net cash used for operating activities

See notes to financial statements Page 8

$ 275,620
275,681

(61)

—20,000

19,939

18,027
$ 37906

$ 5,022
(5.083)




LEE FINANCIAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

September 30, 2007

0

e}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Pacific Securities, Inc. (the “Company™), a Hawaii Corporation, was formed on May 13, 1988, and
is a wholly-owned subsidiary of Lee Financial Group, Inc., an investment management services
organization. The Company is registered as a general securities broker-dealer with the Securities and
Exchange Commission.

- The Company has a distribution agreement with First Pacific Mutual Fund, Inc. (the “Fund”), a non-

diversified open-end management investment company. Pursuant to Rule 12b-1 of the Investment
Company Act of 1940, a distribution plan adopted by the Fund reimburses the Company for certain
expenses incurred in distributing the Fund’s shares.

The Company is included in the consolidated federal and state income tax returns of its parent. Income
taxes are provided for on a separate retumn basis only to the extent that income tax expense (credit} is
incurred by the consolidated group. Although income tax expense was incurred by the consolidated
group for the year ended September 30, 2007, no provision was allocated to the Company, due to the near
break-even status of current year operations.

In preparing financial statements in conformity with accounting principles generally accepted in the
United States of America, management makes estimates and assumptions that affect the reported amounts
of assets and habilities at the date of the financial statements, as well as the reported amounts of income
and expenses during the reported period. Actual results could differ from those estimates.

REGULATORY REQUIREMENTS

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities Exchange Act of 1934
(reserve requirement for brokers and dealers) in that the Company does not hold funds or securities for
customers and it promptly transmits all funds and delivers all securities in connection with its activities as
a broker or dealer.

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the
Company is required to maintain a minimum net capital, as defined, equal to the greater of $5,000 or
6-2/3% of aggregate indebtedness. Net capital and the related net capital ratio may fluctuate on a daily
basis. At September 30, 2007, the Corpany had net capital of $37,026, and net capital requirements of
$5,000. The percentage of aggregate indebtedness to net capital was 2.54%.

Page 9




Tart WELLER & BAKER LLP
Certified Public Accountants

REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a-5

Board of Directors
Lee Financial Securities, Inc.
Honolulu, Hawaii

In planning and performing our audit of the financial statements of Lee Financial Securities, Inc. (the
“Company”), as of and for the year ended September 30, 2007, in accordance with auditing standards
generally accepted in the United States of America, we considered the Company’s intemnal control over
financial reporting (intemal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Company’s intenal control.  Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Secunities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding securities. This study included tests of compliance with 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)(11) and the procedures for
determining compliance with the exemptive provisions of Rule 15¢3-3. We did not review the practices
and procedures followed by the Company in making the quarterly securities examinations, counts,
verifications and comparisons, and the recordation of differences required by Rule 17a-13, or in
complying with the requirements for prompt payment for securities under Section 8 of Regulation T of
the Board of Governors of the Federal Reserve System, because the Company does not carry security
accounts for customers or perform custodial functions relating to customer securities.

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 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 these
practices and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two of the
objectives of internal control 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 authonzation and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-5(g) lists additional objectives of
the practices and procedures listed in the preceding paragraph.




Board of Directors
Lee Financial Securities, Inc.
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Because of inherent limitations in internal control and 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 deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements on
a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood that
a misstatement of the entity’s financial statements that is more than inconsequential will not be prevented or
detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will not be prevented or
detected by the entity’s internal control.

Our consideration of internal control was for the limited purpose described in the first and second paragraphs
and would not necessarily identify all deficiencies in internal control that might be material weaknesses. We
did not identify any deficiencies in internal control and 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, as described in the
second paragraph of this report, were adequate at September 30, 2007, 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.

Tl ol oo

TAIT, WELLER & BAKERLLP

Philadelphia, Pennsylvania
November 27, 2007
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