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CIRTIFIED PUBLIC ACCOUNTANTS

601 UNION STREET SUITE 2300

SEATTLE WASHINGTON 98101

INDEPENDENT AUDITORS REPORT

To the Board of Directors

Interpacific Investors Services Inc

Seattle Washington

We have audited the accompanying statement of financial condition of Interpacific Investors

Services Inc as of December 31 2011 and the related statements of operations stockholders

equity and cash flows for the year then ended that are being filed pursuant to Rule 7a-5 under

the Securities Exchange Act of 1934 These financial statements are the responsibility of the

Companys 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 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 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 reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Interpacifi Investors Services Inc as of December 31 2011 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

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The information included in Schedules and II required by Rule 17a-5 under

the Securities Exchange Act of 1934 is presented for purposes of additional analysis and is not

required part of the financial statements Such information is the responsibility of management

and was derived from and relates directly to the underlying accounting and other records used to

prepare the financial statements The information has been subjected to the auditing procedures

applied in the audit of the basic financial statements themselves and other additional procedures

in accordance with auditing standards generally accepted in the United States In our opinion

the information is fairly stated in all material respects in relation to the basic financial statements

taken as whole

1I-

February 27 2012

An independent firm associated with

MOORE STEPHENS
Tel 206.382.7777 Fax 206.382.7700 www.pscpa.com

INTERNATIONAL LIMITED



INTERPACIFIC INVESTORS SERVICES INC

ASSETS

STATEMENT OF FINANCIAL CONDITION

December 31 2011

Cash

Securities held for resale

Investments

Interest and commissions receivable

Receivable from affiliates

Income tax receivable

Prepaid expenses and deposits

Deferred tax asset

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Payable to clearing organization

Payable to affiliates

Accounts payable and other liabilities

Commissions payable

Other

Total liabilities

Stockholders equity

Common stock Class voting $.l0 par value 500000 shares

authorized 52541 issued and outstanding

Additional paid-in capital

Retained earnings

1084788

2633308

1620000

103261

353886

106941

8902

247500

6158586

926077

310392

85887

28975

4800

1356131

5254

2577540
2219661

4802455

6158586

See Notes to Financial Statements



INTERPACIFIC INVESTORS SERVICES INC

STATEMENT OF OPERATIONS

For the Year Ended December 31 2011

Revenue

Commissions

Trading losses on securities held for resale

Unrealized losses on securities held as investments

Interest income

Management services related party

Total revenue

Expenses

Commissions

Office salaries and benefits

Clearing fees

Rent

Taxes and licenses

Office expenses and miscellaneous

Interest

Professional fees

Insurance and bonds

896703

1355180
1035000

599487

360000

533990

455804

269534

38653

23780

25976

41686

28012

20300

2091

Total expenses 905836

Loss before income tax benefit

Deferred income tax benefit

Net loss

See Notes to Financial Statements

1439826

568000

871826



INTERPACIFIC INVESTORS SERVICES INC

STATEMENT OF STOCKHOLDER5 EQUITY

For the Year Ended December 31 2011

Common

Stock

Balances December 31 2010 5254

Net loss

Balances December 31 2011 5254

Additional

Paid-In

Capital

2577540

2577540

Retained

Earnings Total

3091487 5674281

871826 871826

2219661 4802455

See Notes to Financial Statements



INTERPACIFIC INVESTORS SERVICES INC

STATEMENT OF CASH FLOWS

For the Year Ended December 31 2011

Cash Flows from Operating Activities

Net loss

Adjustments to reconcile net loss to net cash flows from

operating activities

Unrealized losses on securities held as investments

Deferred tax provision

Change in operating assets and liabilities

Securities held for resale

Interest and commissions receivable

Prepaid expenses and deposits

Payable to clearing organization

Checks written in excess of bank balances

Receivable from and payable to affiliates

Commissions payable

Accounts payable and other liabilities

Net cash flows from operating activities and increase in cash

Cash Balance beginning of year

Cash Balance end of year

Supplemental Cash Flow Information

Cash paid during year for interest

Cash paid during year for income taxes

See Notes to Financial Statements

871826

1035000

568000

490293

50563

23
42491

69228
59413

5519
54027

217191

867597

1084788

28012



NOTES TO FINANCIAL STATEMENTS

Note Organization and Significant Accounting Policies

Organization

Interpacific Investors Services Inc the Company is securities broker/dealer as registered

with the Securities and Exchange Commission the SEC and the Financial Industry Regulatory

Authority The Company trades securities primarily corporate and municipal bonds for

customers through independent sales representatives and trades and holds these types of

securities for the Companys own account All trades are cleared on fully disclosed basis

through an independent brokerage firm

Estimates

The preparation of financial statements in conformity with accounting principles generally

accepted in the United States requires management to make estimates and assumptions that affect

certain reported amounts and disclosures Actual results could differ from the estimates

Cash

Cash consists of cash in banks and other financial institutions The Company has deposits in

excess of federally insured limits

Revenue Recognition

Securities transactions and the related commissions revenue and expense are recorded on

settlement date basis generally three business days after the trade date The results of

operations using the settlement date basis are not materially different from recording such

transactions on trade date basis Realized calculated using the specific identification cost

method and unrealized gains and losses are reflected in the results of operations for the year



Fair Value Measurements

Fair value is defined as an exit price representing the amount that would be received to sell an
asset or paid to transfer

liability in an orderly transaction between market participants As
such fair value is market-based measurement determined based on assumptions that market
participants would use in pricing an asset or liability There are three levels which prioritize the

inputs used in measuring fair value as follows

Level Observable market inputs such as quoted prices unadjusted in active markets for

identical assets or liabilities

Level Observable market inputs other than quoted prices in active markets that are
observable either directly or indirectly and

Level Unobservable inputs where there is little or no market data which require the

reporting entity to develop its own assumptions

An asset or liabilitys level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement The following is description of the

valuation methodologies used securities held for resale and investments are both stated at fair

value on these financial statements including general description of the securities

Securities Held for Resale

Securities held for resale consist of equity securities primarily Exchange-Traded Funds or

ETFs municipal bonds and corporate bonds

The fair value of equity securities is classified within Level of the fair value hierarchy

consisting of quoted prices in the active markets

The fair value of the bonds is classified within Level of the fair value hierarchy consisting of

quoted values in active markets of similar securities Three issuers Brazos River Authority in

Texas Dallas-Fort Worth Texas International Airport Facility and Vancouver Washington
Downtown Redevelopment Authority represent total of 78% of the total municipal bond
balance as of December 31 2011 Three issuers of corporate bonds Dynegy Inc NGC
Corporate Capital Trade Company and Newland International Properties Inc represent total

of 91% of the total corporate bond balance as of December 31 2011

Investments

Investments consist of corporate bond The fair value of the corporate bond is classified

within Level of the fair value hierarchy consisting of quoted values in active markets of similar

securities The issuer of the corporate bond is Newland International Properties Inc



The fair value measurement of securities held for resale and investments is summarized as

Securities Held for Resale

Equity securities

Municipal bonds

Corporate bonds

Investments

Corporate bond

Interest and Commissions Receivable

Receivables are stated at their principal balances The Company uses the allowance method to

recognize bad debts Management regularly reviews receivables and based on its knowledge of

those entities that owe it money considers the need for an allowance Generally any
receivables over 90 days old are considered delinquent At December 31 2011 no allowance

was considered necessary If an allowance amount was established any bad debt would be

written off against it when determined to be uncollectible

Income Taxes

The Company accounts for income taxes under an asset and liability approach that requires the

recognition of deferred tax assets and liabilities for expected future tax consequences of events

that have been recognized in the Companys financial statements or income tax returns In

estimating future tax consequences the Company generally considers all expected future events

other than enactments of changes in the tax laws or rates

The Companys deferred tax assets and liabilities result from net operating loss carryforwards and

unrealized gains on investments At December 31 2011 the net components of net deferred tax

liabilities are as follows

Deferred tax asset benefit from net operating loss

carryforward 339300
Deferred tax liability unrealized gain on investments 91800

Net deferred tax asset 247500

follows

Level Level Total

Total securities held for resale

101964

101964

101964

1277945

1253399

2531344

1620000

Total

101964

1277945

1253399

2633308

1620000

42533084151344

10



The effective income tax rate varies from the statutory rate due to the Company having
significant amounts of nontaxable municipal interest income prior year tax loss was carried

back to prior year but the related refund has not been received Therefore the refund amount
is included in the income tax receivable The current year tax loss of approximately $634000
and the remaining prior year tax losses of approximately $363000 will be carried forward and
will expire in the year 2031 and 2030 respectively Managemeht has not recognized an
allowance for the deferred benefit of these net operating tax losses so there is no valuation

allowance at December 31 2011 or change in the allowance for 2011

The Company records liability if any for unrecognized tax benefits resulting from uncertain
income tax positions taken or expected to be taken in an income tax return No liability has
been recorded for uncertain tax positions or related interest or penalties as of December 31
2011 Tax years that remain subject to examination are the last three years

Subsequent Events

The Company has evaluated subsequent events through the date these financial statements were
available to be issued which is the same date as the independent auditors report

Note Clearing Organizations

The Company has an agreement with another securities broker and dealer to act as clearing

organization for the Company The clearing organization clears all security transactions that

require clearing services and maintain its customer accounts on behalf of the Company
Amounts due to clearing organization bear interest and the rate was 5% at December 31 2011
there is no maturity date with this payable The amounts are secured by securities owned

Note Trading Activities and Related Risks

The Company actively trades corporate and municipal debt securities Positions in these

securities are subject to varying degrees of market and credit risk

Market prices are subject to fluctuation and as such the Company is exposed to market risk
The fair value of the Companys securities will fluctuate in response to changes in market interest

rates Increases and decreases in prevailing interest rates generally translate into decreases and
increases in fair values of those instruments Additionally fair values of interest rate sensitive
insruments may be affected by the credit worthiness of the issuer prepayment options relative

values of alternative investments the liquidity of the instrument and other general market
conditions Market risk is directly impacted by the volatility and liquidity in the markets in

which financial instruments are traded The Company monitors its exposure to market risk or
its market risk profile on daily basis through variety of financial security position and
control procedures Credit risk is the

possibility of debt securities being downgraded by the

rating agencies or going inta default due to non-performance by issuers The Company also

tries to minimize the credit risk and also the market risk by holding securities for generally less

than 30 days

11



The Companys counterparty risk is minimized by trading only with other broker-dealers and

clearing trades via the Fedwire and the Depository Trust Company DTC which ensure

settlements occur simultaneously for both sides of the trade

Note Related Party Transactions

The Company is affiliated with other companies through common control The Company has

an office lease agreement with an affiliated company The office space is leased under non-

cancelable operating lease expiring on December 31 2012 Minimum future lease payments

under this non-cancelable operating lease for 2012 are $23580 The lease payments paid to this

affiliated company amounted to $23780 in 2011

The Company provides management services to affiliated companies including accounting

leasing and asset management Management services income in 2011 was $360000

The Company also uses furniture and equipment owned by an affiliated company without

charge Any charges that would be allocated to the Company are not material

The Company also has several receivable and payable accounts with three affiliated companies

and the parent company

Note Contingencies Commitments and Guarantees

Management of the Company believes that there are no contingencies commitments other than

the non-cancellable lease agreement with an affiliate noted in Note and guarantees that may
result in loss or future obligation as of December 31 2011

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-l Accordingly the

Company is required to maintain minimum level of net capital as defined of the greater of

$100000 or 2/3% of aggregate indebtedness as defined The minimum net capital level at

December 31 2011 was $100000 At December 31 2011 the Company had computed net

capital of $3465214 which was in excess of the required net capital level by $3365134 In

addition the Company is not allowed to have ratio of aggregate indebtedness to net capital as

defined in excess of 15 to At December 2011 the Companys ratio of aggregate

indebtedness to net capital was .105 to

12
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INTERPACIFIC INVESTORS SERVICES INC

SCHEDULE
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1

December 31 2011

COMPUTATION OF NET CAPITAL

Stockholders equity

Deductions

Receivable from affiliates 291511
Income tax receivable 106941
Prepaid expenses and deposits 8902
Deferred tax asset 247500

Haircuts on security positions

Securities owned

Municipal debt securities

Corporate debt securities

Equity securities

Undue concentration

Deferred tax associated with the haircut on unrealized

appreciation

Net capital

Minimum net capital

Excess net capital

Commissions payable

Payable to affiliates

Accounts payable and other liabilities

Total aggregate indebtedness

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 2/3% of total aggregate

indebtedness or $100000 whichever is greater 100000

Percentage of aggregate indebtedness to net capital 10.5%

Ratio of aggregate indebtedness to net capital 0.105 to

Interpacific Investors Services Inc is exempt from the computation of reserve requirements

pursuant to Rule 5c3-3 under paragraph K2ii

4802455

654854

108485
442133
15295

130324

13770

682467

3465134

100000

COMPUTATION OF AGGREGATE INDEBTEDNESS

3365134

28975

248017

85887

362879

14



INTERPACIFIC INVESTORS SERVICES INC

SCHEDULE II

RECONCILIATION BETWEEN THE COMPUTATION OF NET CAPITAL PER
THE BROKERS UNAUDITED FOCUS REPORT PART hA AND THE

AUDITED COMPUTATION OF NET CAPITAL

December 31 2011

Net capital per the brokers unaudited Focus Report Part IIA

as per audited financial statements 3465134

Adjustments were made to net capital per the broker unaudited Focus Report Part IIA as

result the company amended their original report and provided an adjusted Focus Report
Part hA for our audit

15



CERTIFIED PUBLIC ACCOUNTANTS

601 UNION STREET SUITE 2300

SEATTLE WASHINGTON 98101

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5g1 FOR BROKER-DEALER

CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

To the Board of Directors

Interpacific Investors Services Inc

Seattle Washington

In planning and performing our audit of the financial statements of Interpacific Investors

Services Inc the Company as of and for the year ended December 31 2011 in accordance

with auditing standards generally accepted in the United States we considered the Companys

internal control over financial reporting internal control as 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 Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we

have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under Rule 17a-3a11 and for determining compliance with the exemptive provisions of

Rule 5c3 -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

Making quarterly securities examinations counts verifications comparisons and recordation

of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

An independent firm associated with

16 MOORE STEPHENS
Tel 206.382.7777 Fax 206.382.7700 www.pscpa.com INTERNATIONAL LIMITED



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 those practices and procedures can be expected to

achieve the SECs previously 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

managements authorization and recorded properly to permit the preparation of financial

statements in accordance with accounting principles generally accepted in the United States

Rule 7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

Because of inherent limitations in internal control or 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

deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and

correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet

important enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

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

previously

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 material

inadequacy for such purposes Based on this understanding and on our study we believe that

the Companys practices and procedures as described in the second paragraph of this report were

adequate at December 31 2011 to meet the SECs objectives

17



This report is intended solely for the use of management the Board of Directors the SEC the

Financial Industry Regujatory Authority and other regulatory agencies that rely on Rule 7a-5g
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 specific parties

February 27 2012

18
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CERTIFIED PUBLIC ACCOUNTANTS

601 UNION STREET SUITE 2300

SEATTLE WASHINGTON 98101

INDEPENDENT ACCOUNTANTS REPORT ON

APPLYING AGREED-UPON PROCEDURES RELATED TO

AN ENTITYS SIPC ASSESSMENT RECONCILIATION

To the Board of Directors

Interpacific Investors Services Inc

Seattle Washington

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the accompanying Schedule of

Assessments and Payments Assessment Reconciliation Form SIPC-7 to the

Securities Investor Protection Corporation SIPC for the year ended December 31 2011

which were agreed to by Interpacific Investors Services Inc the Company and the Securities

and Exchange Commission Fihancial Industry Regulatory Authority SIPC and other designated

examining authorities solely to assist you and the other specified parties in evaluating the

Companys compliance with the applicable instructions of the General Assessment

Reconciliation Form SIPC-7 The Companys management is responsible for the Companys

compliance with those requirements This agreed-upon procedures engagement was conducted

in accordance with attestation standards established by the American Institute of Certified Public

Accountants The sufficiency of these procedures is solely the responsibility of those parties

specified in this report Consequently we make no representation regarding the sufficiency of

the procedures described below either for the purpose for which this report has been requested or

for any other purpose The procedures we performed and our findings are as follows

We compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement record entries noting no differences

We compared the amounts reported on the audited From X-17A-5 for the year
ended

December 31 2011 as applicable with the amounts reported in Form SIPC-7 for the year

ended December 31 2011 noting no differences

We compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers such as details from the Companys general ledger noting no differences

We proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the

related schedules and working papers such as details from the Companys general ledger

supporting the adjustments noting no differences

An independent firm associated with

MOORE STEPHENS
Tel 206.382.7777 Fax 206.382.7700 www.pscpa.com

INrERNATIONAL UMFED



We compared the amount of any overpayment applied to the current assessment with Form
SIPC-7 on which it as originally computed nQjing no differences

We were not engaged to and did not conduct an examination the objective of which would be

the expression of an opinion on compliance Accordingly we do not express such an opinion
Had we performed additional procedures other matters might have come to our attention that

would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and
is not intended to be and should not be used by anyone other than these specified parties

February 27 2012

O4244OszpcfsrptI23III Revised 2127/2012 125212 PM cst



INTERPACIFIC INVESTORS SERVICES INC

SCHEDULE OF SIPC ASSESSMENTS AND PAYMENTS FORM SIPC-7

For the Year Ended December 31 2011

Total Assessment for the Year Ended December 31 2011

Payment made with SIPC-6 on July 21 2011

Overpayment from the prior year

Total payments

Overpayment canying forward to 2012

2287

2257
708

2965

678

O4244OsipçfsrpiI23lll Revised 2/27/2012 125212PM est


