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OATH OR AFFIRMATION

[, Michael F. Kowal ' » swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

First Honolulu Securities, Inc. , as
of June 30 ,2020 , are true and correct. I 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:

iy,
N0 EEE T,

MRS

Ay,
SN G. LES

Iy,
“,
4,
* »

%
&
s

S @ Q‘i"ii ""r, A X2
g e 2 St e
Ty 0B 'S CFO 2, S5ne e e WS
%;k ., “0° .§§ i /’/////7’4TE o?:?:\\\\\
' DS er s WS i TIoN
A TE G (& NOTARY PUBLIC CERTIFICA
i Minu G. Lee First Judicigl Cirgui MJ—
Notary Public ’WNANMY G CE Doc. Description: L)

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

T 2y

(a) Facing Page. : X Date of Doc. -

v] (b) Statement of Financial Condition. No of Pages: S ? } }X S VY
(¢) Statement of Income (Loss). l/\/\/ M }

[
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(d) Statement of Changes in Financial Condition. Date
(e) Statement of Changes in Stockholders’ E gar% § %natur ! 3y
quity or Partners’ or roprietors’ Capital E’P e, Fe/b'z T

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors. W"‘a* (7‘

(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¢3-1 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 Fmanmal Condition with respect to methods of
consolidation.

() An Oath or Affirmation.

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

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors
First Honolulu Securities, Inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of First Honolulu Securities, Inc., (the
"Company") as of June 30, 2020, and the related notes (collectively referred to as the financial statements). In our
opinion, the statement of financial condition presents fairly, in all material respects, the financial position of First
Honolulu Securities, Inc. as of June 30, 2020 in conformity with accounting principles generally accepted in the
United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Company’s financial statement based on our audit. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.  Our audit also included evaluating the accounting principles used and
significant estimates made by management, as well as evaluating the overall presentation of the finarcial
statements. We believe that our audit provides a reasonable basis for our opinion.

We have served as First Honolulu Securities, Inc.’s auditor since 2016.
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August 24, 2020
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FIRST HONOLULU SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2020
ASSETS
Cash and cash equivalents : $ 5,073
~Receivable from broker/dealer 27,217
Secured demand note receivable ‘ 300,000
Securities owned, at fair wvalue ‘ 467,691
Property and equipment, at cost

(net of $47,011 accumulated depreciation) -0-
Other assets . 5,846
TOTAL ASSETS $ 805,827

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES _
Accounts payable and accrued expenses $ 23,002
Commissions payable 4 15,770
Broker dealer payable 331,081
.Subordinated loan payable - 300,000
Note payable 5,000

Total Liabilities ' $ 674,853

SHAREHOLDERS' EQUITY
Common stock, $.10 par value;
20,000 shares authorized, 11,000

shares issued, 4,510 shares outstanding $ 1,100
Additional paid-in capital 56,666
Less: Treasury stock, 6,490 shares at cost (317,457)
Retained earnings 390,665

Total ,Shareholders' Equity - $ 130,974
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 805,827

The accompanying notes are an integral part of this financial statement.



FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization - First Honolulu Securities, Inc. (the “Company”) was
incorporated in the state of Hawaii on August 30, 1979. The Company is regis-
tered with the Securities and Exchange Commission and is a member of the
Financial Industry Regulatory Authority (FINRA). The Company is engaged
primarily in the securities trading and brokerage business in the state of Hawaii.

Fiscal Year - The Company changed its fiscal year end to June 30, 2020.

Basis of Presentation - The financial statements have been prepared in
conformity with accounting principles generally accepted in the United States of
America (“GAAP”).

Recognition of Revenue — The Company follows the revenue recognition
guidance that requires an entity to follow a five step model to (a) identify the
contract(s) with a customer, (b) identify the performance obligations in the
contract, (¢) determine the transaction price, (d) allocate the transaction price to
the performance obligations in the contract, and (e) recognize revenue when (or
as) the entity satisfies the performance obligation.

Revenues are recognized when control of the promised services is transferred to
customers, in an amount that reflects the consideration the Company expects to
be entitled to in exchange for those services. Revenues are analyzed to
determine whether the Company is the principal (i.e., reports revenue on a gross
basis) or agent (i.e., reports revenues on a net basis) in the contract. Principal or
agent designations depend primarily on the control an entity has over the
product or service before control is transferred to a customer. The indicators of
which party exercises control include primary responsibility over performance
obligations, inventory risk before the good or service is transferred and
discretion in establishing the price.

Significant Judgments - The recognition and measurement of revenue is based
on the assessment of individual contract terms. Significant judgment is required
to determine whether performance obligations are satisfied at a point in time or
over time; how to allocate transaction prices where multiple performance
obligations are identified; when to recognize revenue based on the appropriate
measure of the Company’s progress under the contract; and whether constraints
on variable consideration should be applied due to uncertain future events.



FIRST HONOLULU SECURITIES, INC.
NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Leases - The Company recognizes and measures its leases in accordance with
FASB ASC 842, Leases. At June 30, 2020, the Company did not have any lease
obligations, as any potential leased assets are month to month with no written
agreement (See Note 5).

Securities Transactions - Commission revenue and related expense arising from
securities transactions are recorded on a trade date basis, which is the same
business date as the transaction date. Purchases and sales of securities are also
recorded on a trade date basis.

Securities owned - Securitieé are recorded at fair value in accordance with
FASB ASC 820, Fair Value Measurements and Disclosures.

Concentrations of Credit Risk - The Company is engaged in various trading and
brokerage activities in which the counterparties primarily include
broker/dealers, banks, other financial institutions and the Company’s own
customers. In the event the counterparties do not fulfill their obligations, the
Company may be exposed to risk. The risk of default depends on the
~ creditworthiness of the counterparty or issuer of the instrument. It is the
Company’s policy to review, as necessary, the credit standing of each
counterparty.

In addition, some of the Company’s cash is on deposit at one financial
institution and the balances at times may exceed the federally insured limit. The
Company believes it is not exposed to any risk.

Cash Equivalents - For purposes of the Statement of Cash Flows, the Company
has defined cash equivalents as highly liquid investments, with original
maturities of less than three months that are not held for sale in the ordinary
course of business.

Property and equipment - Depreciation was provided using the accelerated
method over estimated useful lives of the assets ranging from three to five year
periods.

Estimates - The preparation of financial statements in conformity with GAAP
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 the reported amounts of
revenues and expenses during the reporting per10d Actual results could differ
from those estlmates



FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED IUNE 30, 2020

NOTE 2 - FAIR VALUE MEASUREMENT

FASB ASC 820 defines fair value, creates a framework for measuring fair
value, and establishes a fair value hierarchy which prioritizes the inputs to
valuation techniques. Fair value is the price that would be received to sell an
.asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that
the transaction to sell the asset or transfer the liability occurs in the principal
market for the asset or liability or, in the absence of a principal market, the most
advantageous market. Valuation techniques that are consistent with the market,
income or cost approach, as specified by FASB ASC 820, are used to measure
fair value. ‘

The fair value hierarchy prioritizes the inputs to valuation techniques used to
measure fair value into three broad levels: :

e Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities the Company has the ability to access.

e Level 2 inputs are inputs (other than quoted prices included within level
1) that are observable for the asset or liability, either directly or
indirectly.

e Level 3 inputs are unobservable inputs for the asset or liability and rely
on management’s own assumptions about the assumptions that market
participants would use in pricing the asset or liability.

Level 1 inputs have been applied to value securities owned.

Securities owned consist of the following:

Fair Value Measurements at Reporting Date

Using
Fair Values as
 of June 30,

- Description 2020 Level | Level 2 Level 3
Equities - % 182,837 $ 182,837 § -0- $ -0-
Corporate Bonds 19,557 -0- 19,557 -0-
Municipal Bonds 265,297 -0- 265,297 -0-

Total Securities Owned § 467691 § 182,837 ' § 284,854 $ - -0-




- FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 2 -‘FAI'R VALUE MEASUREMENT - (Continued)

No valuation techniques have been applied to all other assets and liabilities
included in the statement of financial condition. Due to the nature of these
items, all have been recorded at their historical values.

NOTE 3 - NET CAPITAL REQUIREMENTS

As a registered broker/dealer and member of the FINRA, the Company 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 1500%. At June 30, 2020, the Company's net capital and
required net capital were $376,678 and $100,000, respectively. The ratio of
aggregate indebtedness to net capital was 100% '

NOTE 4 - INCOME TAXES

The Company accounts for any potential interest or penalties related to possible
future liabilities for unrecognized income tax benefits as other expense. The
Company is no longer subject to examination by tax authorities for federal, state
or local income taxes for periods before 2017.

At June 30, 2020, the Company had federal and state net operating loss
“carryforwards of approximately $865,000, which expire at various dates through
2038. '

NOTE 5 - COMMITMENT

The Company rents office space from Aquasearch Investment Partners (AIP),
which is owned by certain shareholders of the Company. The Company has no
written lease for the office space, and is paying $4,188 per month in rent and
maintenance fees, under a month to month agreement. For the fifteen months
ended June 30, 2020, the Company paid $62,827 to AIP.



FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 6 - SHAREHOLDER AGREEMENT

If any shareholder during his/her lifetime desires to sell his/her shares of stock
in the Company, the Company shall have the first right to purchase the stock,
except shares owned, by any director of the Company. The restrictions shall not
apply to any transaction between any of the directors. Upon the death of a
shareholder, the Company shall purchase all, and not less than all, of the
deceased shareholder’s shares of stock in the Company at book value. ’

NOTE 7 - OFF-BALANCE-SHEET RISK AND CLEARING AGREEMENT

Clearing Agreement - To facilitate transactions on the Company’s and its
customers behalf, the Company has an agreement with another broker/dealer
(Clearing Broker/dealer) whereby the Company forwards (introduces) customer
securities transactions to the Clearing Broker/dealer, fully disclosing the
customer name and other information. The processing and, if applicable, any
financing pertaining to the introduced transactions are performed by the
Clearing Broker/dealer. The customer accounts are therefore maintained and
recorded in the books and records of the Clearing Broker/dealer on the
Company’s behalf. The Company is held responsible for any losses arising
when the-customers introduced by the Company to the Clearing Broker/dealer
fail to meet their contractual commitments pertaining to the purchase, sale and
possible financing of securities transactions.

The Company may therefore be exposed to off-balance-sheet risk in the event

* the customer is unable to fulfill its contracted obligations and it is necessary for
the Clearing Broker/dealer to purchase or sell the securities at a loss. The
Company’s exposure to risk would consist of the amount of the loss realized
and any additional expenses incurred pertaining to the transaction or other
customer activity.

Under the terms of the agreement the Company is required to deposit $120,000
in cash or marketable securities with the -Clearing Broker/dealer and is
prohibited from using other Clearing Broker/dealers for securities transactions
unless written consent is given by the Clearing Broker/dealer.



FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 8 - LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The borrowing under subordination agreement at June 30, 2020, is as follows:

Liabilities Pursuant to a Secured Demand Note
Collateral Agreement: ,

2.00% Expires December 31, 2020 $ 200,000
1.00% Expires March 31, 2021 100,000
Total Subordinated Liabilities $ 300.000

The subordinated borrowings are covered by agreements approved by FINRA
and are thus available in computing net capital under the Securities and
Exchange Commission's Uniform Net Capital Rule. To the extent that such
‘borrowings are required for the Company's continued compliance with
minimum net capital requirements, they may not be repaid.

NOTE 9 — NOTE PAYABLE

On June 19, 2020, the Company entered into a note payable (the “PPP Note”)
with First Hawaiian Bank as the lender (the “Lender”), pursuant to which the
Lender agreed to make a loan to the Company under the Paycheck Protection
Program (the "PPP Loan") offered by . theU.S. Small Business
Administration (the “SBA™) in a principal amount of $5,000 pursuant to Title 1
of the Coronavirus Aid, Relief and Economic Security Act (the “CARES Act”).

The PPP Loan proceeds are available to be used to pay for payroll costs,

including salaries, commissions, and similar compensation, group health care

benefits, and paid leave; rent; utilities; and interest on certain other outstanding
“debt. The amount that will be forgiven will be calculated in part with reference

to the Company’s full-time headcount during the twenty-four week period
- following the funding of the PPP Loan. »

The interest rate on the PPP Loan is a fixed rate of 1% per annum. To the extent
that the amounts owed under the PPP Loan, or a portion of them, are not
forgiven, the Company will be required to make principal and interest payments
in monthly installments. Payments would begin as of the date of forgiveness
settlement with the SBA. The PPP Loan matures in two years.



FIRST HONOLULU SECURITIES, INC.

NOTES TO STATEMENT OF FINANCIAL CONDITION

FOR THE FIFTEEN MONTHS ENDED JUNE 30, 2020

NOTE 10 - CONTINGENCIES

In March 2020, the World Health Organization declared the outbreak of a novel
coronavirus (COVID-19) as a pandemic which continues to spread throughout
the United States. The Company is monitoring the outbreak of COVID-19 and
the related business and travel restrictions and changes to behavior intended to
reduce its spread, and its impact on operations, financial position, cash flows,
customer trends, and the industry in general, in addition to the impact on its
employees. Due to the rapid development and fluidity of this situation, the
magnitude and duration of the pandemic and its impact on the Company's
-operations and liquidity is uncertain as of the date of this report. While there
could ultimately be a material impact on operations and liquidity of the
Company, at the time of issuance, the impact could not be determined.

NOTE 11 - REVENUE FROM CONTRACTS WITH CUSTOMERS

In regard to ASC Topic 606, revenue has been disaggregated on the Statement
of Operations. For presentation purposes, revenue on the Statement of
Operations is disaggregated further than what was presented on the FOCUS
filings. No further disaggregation is warranted at June 30, 2020.



