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OATH OR AFFIRMATION

1 Melvin Kawano

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

H. Kawano & Co., Inc. as

of April 30 2015 | aretrue 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 8 customer, except as follows:
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Signature

President
Title

DIONISIA A FONTANIELa M4 Commission Espires 0T 8 - 2016

This rgpbﬂ;“ comtains {check all applicable boxes):

A r %cma Page.

& {b) Statement of Financial Condition

[ @) Statement of Income (Loss)

{d) Statement of Changes in Financial Condition

{¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital

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

(g} Computation of’ Net Capital.

(h} Computaniun for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(1) Intormation Relating to the Passession or Control Requirements Under Rule 15¢3- 3

0) A Reconcilation, inciuding appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1and 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
consulidution.

(1) An Quih ur Affirmation.

(m) A copy vl the STPC Supplemental Report.

{n) Arepartdesenibing any matenal inadequacies found to exist or found to have existed since the date of the previous audit.
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#*Eor conditiuns of confidennial treatmeni of certain portions of this filing. see seciton 240.17a-3(e)(3).
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KAaAya, Obpo & Loo

Certified Public Accountants
Honolulu, Hawaii

June 8, 2015

INDEPENDENT AUDITOR'S REPORT

Board of Directors

H. Kawano & Co., Inc.

1149 Bethel Street, Room 503
Honolulu, Hawaii 96813

We have audited the accompanying financial statements of H. Kawano & Co.,
Inc. which comprise the balance sheet as of April 30, 2015, and the related
statements of income and retained earnings, cash flows and changes in
stockholders' equity for the year then ended.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these
financial statements in accordance with accounting principles generally accepted
in the United States of America; this includes the design, implementation, and
maintenance of internal control relevant to the preparation and fair presentation
of the financial statements that are free from material misstatement, whether
due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audits. We conducted our audits 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 involves performing procedures to obtain audit evidence about the
amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant
to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all
material respects, the financial position of H. Kawano & Co., Inc. as of April 30, 2015,
and the results of its operations and its cash flows and changes in stockholders’ equity
for the year then ended in accordance with accounting principles generally accepted
in the United States of America.

Report of Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements referred to above taken as a whole. The information contained in Schedules
1 through 4 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
referred to above and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.
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H. Kawano & Co., Inc.
BALANCE SHEET

Rpril 30, 2015

ASSETS

Cash
Marketable securities owned by firm:
Investment account, at market value
Prepaid expenses
Furniture and equipment, at cost, net of
accumulated depreciation
Rental deposits

LIABILITIES AND STOCKHOLDERS' EQUITY
Deferred income taxes

Stockholders' equity

Common A voting, $1.00 par value, authorized
100,000 shares, issued 81,870 shares

Common B non-voting, $1.00 par value,
authorized 100,000 shares, issued 91,715 shares

Additional paid-in capital

Retained earnings (Exhibit B)

Accumulated other comprehensive income

Less treasury shares, 61,870 of Common A and
91,715 of Common B, at cost

The accompanying notes are an integral part of these statements.

_ EXHIBIT A

5 41,117

89,660
903

575
2,469

$134,724

$ 20,172

81,870

91,715
49,583
233,644
26,740

(369,000)
114,552

134,724



. EXHIBIT B

H. Kawano & Co., Inc.
STATEMENT OF INCOME AND RETAINED EARNINGS

For the year ended April 30, 2015

REVENUES o
Commissions . § 310,108
Dividends and capital gain distribution C ~ 8,450

~..318,558

EXPENSES o
Payroll 198,420
Rent 29,568
Taxes, other than income 31,112
Employee accommodations 28,286
Utilities 5,337
Office supplies and postage 1,343
Professional services 5,700
Insurance 3,700
Dues and subscriptions 204
Repairs and maintenance 150

303,820

Income before income taxes 14,738

INCOME TAXES ( 800)
Net income 13,938
RETAINED EARNINGS AT BEGINNING OF YEAR 219,706
RETAINED EARNINGS AT END OF YEAR $ 233,644

The accompanying notes are an integral part of these statements.



EXHIBIT C

'H. Kawano & Co., Inc.
STATEMENT OF CASH FLOWS

For the year ended April 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES )
Net income (Exhibit B) $ 13,938
Adjustments to reconcile net income to net
cash provided from operating activities
Changes in assets and liabilities:

Prepaid expenses { 10)
Net cash provided from operating activities 13,928
CHANGE IN CASH 13,928
CASH AT BEGINNING OF YEAR 27,189

CASH AT END OF YEAR

$ 41,117

SUPPLEMENTARY DISCLOSURES OF CASH FLOWS INFORMATION
Cash paid during the year for:
Income taxes $ 800

The accompanying notes are an integral part of these statements,




H. Kawano & Co., Inc.

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY

For the year ended April 30, 2015

Common shares
Balance at beginning and end of year

Additional paid-in capital
Balance at beginning and end of year

Retained earnings
Balance at beginning of year
Net income for the year
Balance at end of year
Accumulated other comprehensive income, net of tax
Balance at beginning of year
Unrealized gain on securities
Unrealized holding gain arising during the period
Comprehensive income

Balance at end of year

Treasury shares
Balance at beginning and end of year

Total stockholders’ equity

EXHIBIT D

$ 173,585
$_ 49,583
$ 219,706
13,938 § 13,938
$ 233,644
$ 24,585
2,155 2,155
$ 16,093
S 26,740
$ 369,000
$ 114,552

The accompanying notes are an integral part of these statements.



Note 1:

H. Kawano & Co., Inc.
NOTES TO FINANCIAL STATEMENTS

April 30, 2015

Summary of Significant Accounting Policies

Nature of Business Activity

The Company operates as a mutual fund retailer on an application way basis.

Marketable Securities

The Company classifies its marketable securities as available for sale and
they are carried at fair value. Fair values are generally based upon quoted
market prices. Realized gains and losses determined using the average cost
method are included in earnings. Unrealized gains and losses based on the
difference between cost and fair value are reported in other comprehensive
income.

Depreciation

Depreciation on furniture and equipment is computed on the straight-line
method using estimated useful lives of 5-7 years and the accelerated cost
recovery method.

Income Taxes

Deferred taxes are provided on a liability method, whereby deferred tax
assets are recognized for deductible temporary differences and deferred tax
liabilities are recognized for taxable temporary differences. Temporary
differences are the differences between the reported amounts of assets and
liabilities and their tax bases. Deferred income taxes reflect the tax
effect on the unrealized gain on marketable securities.

The Company’s income tax returns are subject to examination by the

appropriate tax jurisdictions. As of April 30, 2015, the Company’s federal
and various state tax returns generally remain open for the last three years.

Use of Estimates in Preparation of Financial Statements

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



Note 2:

Note 3:

Note 4:

H. Kawano & Co., Inc.
NOTES TO FINANCIAL STATEMENTS

April 30, 2015

Net Capital

As a member of the Financial Industry Regulatory Authority, the Company
was required at April 30, 2015 to maintain a net capital of $5,000 and net
capital ratio not to exceed 15 to 1. The net capital of the Company was
$97,156 and the net-capital ratio was 0 to 1 at April 30, 2015.

Lease Commitments

The Company has a 2 year lease agreement for its Honolulu business
premises that expired on October 31, 2012. It is currently on a month to month
basis. The Los Angeles office has a lease agreement for its business premises
that expired on November 30, 2000 and is currently on a month to month basis.

Subsequent Events

The Company has evaluated all subseguent events to the balance sheet date of
April 30, 2015 through the date the financial statements were available to
be issued, June 8, 2015. The Company has determined there are no subsequent
events that require recognition or disclosure in these financial statements.



" Schedule 1
H. Kawano & Co., Inc.

COMPUTATION OF NET CAPITAL

April 30, 2015

Total ownership equity (Exhibit D) $114,552
Less ownership equity not allowable for net capital -

Total ownership equity qualified for
net capital 114,552

Add subordinated liabilities -

Total capital and allowable subordinated

liabilities 114,552

Less non-allowable assets { 3,947)

Net capital before haircuts on securities 110, 605
Less: Haircuts on securities $13,4489

Undue concentration - {( 13,449)

Net capital $ 97,156

Minimum net capital required $ 0

Minimum dollar net capital required $ 5,000

Net capital requirement (greater of the above) $ 5,000

Excess net capital $ 92,156

Excess net capital at 100% less greater of 10% of
liabilities or 120% of minimum dollar net capital $ 91,156

Liabilities $ 0

Percentage of aggregate indebtedness to net capital 0



,‘Schedule 2

H. Kawano & Co.,'Ihc.

COMPUTATION FOR DETERMINATION OF RESERVE REQUiREMENTS
FOR BROKER-DEALERS UNDER RULE 15¢3-3

April 30, 2015

EXEMPTIVE PROVISIONS
Exemption from Rule 15c¢c3-3 is claimed under Section (k) (1)

Schedule 3

RECONCILIATION

April 30, 2015

As required by Rule 17a-5{(d) (4), Schedule 1 was reconciled to the corresponding
unaudited most recent Part IIA filing and there were no material differences.

Schedule 4
SIPC MEMBERSHIP

April 30, 2015

As a member of SIPC, the Company has filed Form SIPC-6 and Form SIPC-7 for the
fiscal year ended April 30, 2015.

As per Rule 4360, the Company has a $100,000 fidelity bond with a cancellation
rider.




H. Kawano & Co., Inc.
SEC Rule 17a-5
Exemption Report
H. Kawano & Co., Inc. claims an exemption from Rule 15¢3-3
under the provision in paragraph (k)(1) - Limited Business
(Mutual Funds only).
H. Kawano & Co., Inc. has met the above-mentioned exemption

provision throughout our fiscal year ended April 30, 2015
without exception.



KAYyaA, Obpo & Loo

Certified Public Accountants
Honolulu, Hawaii

June 8, 2015

Board of Directors

H. Kawano & Co., Inc.

1149 Bethel Street, Room 503
Honolulu, Hawaii 96813

Report of Independent Registered Public Accounting Firm

We have reviewed management’s statements, included in the accompanying H.
Kawano & Co., Inc. Exemption Report, in which (1) H. Kawano & Co., Inc. identified
the following provisions of Rule 15¢3-3 under which H. Kawano & Co., Inc. claimed
an exemption under paragraph (k) (1) and (2) H. Kawano & Co., Inc. stated that H.
Kawano & Co., Inc. met the identified exemption provisions throughout the most
recent fiscal year without exception. H. Kawano & Co., Inc.’'s management is
responsible for compliance with the exemptive provisions and its statements.

Qur review was conducted in accordance with the standards of the Public
Company Accounting Oversight Board (United States) and, accordingly, included
inquiries and other required procedures to obtain evidence about H. Kawano & Co.,
Inc.’s compliance with the exemption provisions. A review is substantially less
in scope than an examination, the objective of which is the expression of an
opinion on management’s statements. Accordingly, we do not express such an
opinion.

Based on our review, we are not aware of any material modifications that
should be made to management’s statements referred to above for them to be fairly

stated, in all material respects, based on the provisions set forth in paragraph
(k) (1) of Rule 15c¢3-3 under the Securities Exchange Act of 1934.
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KAYA, OPO & LoOoO

Certified Public Accountants
Honolulu, Ha w aI|

June 8, 2015

Board of Directors
H. Kawano & Co., Inc.
1149 Bethel Street, Room 503
Honolulu, Hawaii 96813
Accountant's Report on Material Inadequacies
as required by Rule 17a-5(3)
Our audit of H. Kawano & Co., Inc. for the year ended April 30, 2015 did not

disclose any material inadequacies existing or found to have existed since the

date of the previous audit.
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KAYA. Obo & Loo

Certified Public Accountants
‘ Honolultu, Hawaii

June 8, 2015

Board of Directors

H. Kawano & Co., Inc.

1149 Bethel Street, Room 503
Honolulu, Hawaii 96813

We have examined the financial statements of H. Kawano & Co., Inc. for the
period ended April 30, 2015, and have issued our report thereon dated June 8,
2015. As part of our examination, we made a study and evaluation of the system
of internal accounting control to the extent we considered necessary to evaluate
the system as required by generally accepted auditing standards and Rule 17a-5
of the Securities and Exchange Commission. This study and evaluation included
the accounting system, the procedures for safeguarding securities, and the
practices and procedures followed by the client (i) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a) (11)
and the reserve required by Rule 15c3-3(e); (ii) in making the quarterly
securities examinations, counts verifications and comparisons, and the
recordation of differences required by Rule 17a-13; (iii) in complying with the
requirements for prompt payment for securities of Section 4(c) of Regulation T
of the Board of Governors of the Federal Reserve System; and (iv) in obtaining
and maintaining physical possession or control of all fully paid securities of
customers as required by Rule 15c3-3. Rule 17a~5 states that the scope of the
study and evaluation should be sufficient to provide reasonable assurance that
any material weakness existing at the date of our examination would be disclosed.
Under generally accepted auditing standards and Rule 17a-5, the purposes of
such study and evaluation are to establish a basis for reliance thereon in
determining the nature, timing, and extent of other auditing procedures
necessary for expressing an opinion on the financial statements and to provide
a basis for reporting material weaknesses in internal accounting control.



Board of Directors

H. Kawano & Co., Inc.
Page 2

June 8, 2015

The objective of internal accounting control is to provide reasonable, but not
absolute, assurance concerning the safeguarding of assets against loss from
unauthorized use or disposition and concerning the reliability of financial
records for preparing financial statements and maintaining accountability for
assets. The concept of reasonable assurance recognizes that the cost of a system
of internal accounting control should not exceed the benefits derived and also
recognizes that the evaluation of these factors necessarily requires estimates and
judgments by management. However, for the purposes of this report under Rule 17a-5,
the determination of weaknesses to be reported was made without considering the
practicability of corrective action by management within the framework of a
cost/benefit relationship.

There are inherent limitations that should be recognized in considering the
potential effectiveness of any system of internal accounting control. In the
performance of most control procedures, errors can result from misunderstanding
of instructions, mistakes of judgment, carelessness, or other personal factors.
Control procedures whose effectiveness depends on segregation of duties can be
circumvented by collusion. Similarly, control procedures can be circumvented
intentionally by management either with respect to the execution and recording of
transactions or with respect to the estimates and judgments required in the
preparation of financial statements. Further, projection of any evaluation of
internal accounting control to future periods is subject to the risk that the
procedures may become inadequate because of changes in conditions or that the degree
of compliance with the procedures may deteriorate.

Our study and evaluation of the system of internal accounting control for the
yvear ended April 30, 2015, which was made for the purposes set forth in the first
paragraph and would not necessarily disclose all weaknesses in the system that may
have existed during the period, disclosed no weaknesses that we believe to be
material.
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