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OATH OR AFFIRMATION
L Brian Kline , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
__Interpacific Investors Services, Inc. . as
of September 30 ,2003 . 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:
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(b) Statement of Financial Condition. 9”)4) (y PR l\s\
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k] (¢) Statement of Income (Loss). N I”/,ta'ﬁ";;,;;;\\\‘\\\\‘\

%] (d) Statement of Changes in Financial Condition. ’/l/,““"“““\ )

k] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole lgroprietors’ Capital.

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

K] (2) Computation of Net Capital.

X1l () Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

0 (5) 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.

[0 &) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

X1 (1) An Oath or Affirmation.

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

O m) A report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

**For conditions ofcoﬁﬁden.tial treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

November 14, 2003

To the Board of Directors and Stockholder's of
Interpacific Investors Services, Inc.

We have audited the accompanying statements of financial condition of Interpacific
Investors Services, Inc. as of September 30, 2003 and 2002, and the related statements of
income, changes in stockholder's equity and cash flows for the years 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 opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Interpacific Investors Services, Inc. as of September 30,
2003 and 2002, and the results of its operations and its cash flows for the years then ended in
conformity with accounting principles generally accepted in the United States of America.
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INTERPACIFIC INVESTORS SERVICES, INC.

Statements of Financial Condition
September 30, 2003 and 2002

Assets

Assets:

Cash and cash equivalents (including cash segregated
in compliance with Federal and other regulations of
$ 0 1n 2003 and $0 in 2002)

Receivable from broker

Interest and commissions receivable

~ Receivable from affihates

Miscellaneous receivables

Trading securities owned - at market value

Prepaid expenses and deposits

Investments

Deferred tax asset

2003 2002
$ 53,226 § 18,566
826,845 720,640
105,591 104,461
- 4,100
9,592 40,642
734,441 1,426,353
6,104 19,105
- 7,490
138,000 156,500
§ 1,873,799 § 2,497,857




Liabilities and Stockholder's Equity

Liabilities:
Payable to brokers and dealers
Payable to affiliates
Commissions payable
Securities sold, not yet purchased, at market value
Accounts payable, accrued expenses, and other liabilities
Income tax payable

Commitments and contingent labilities:

Stockholder's equity:
Common stock, Class "A" voting, $ .10 par value, 500,000
shares authorized, 52,541 shares issued and outstanding
Capital in excess of par value
Accumulated deficit
Total stockholders' equity

2003 2002

$ 322,939 §$ 1,411,038

726,310 -
55,185 51,332
4,200 26,518
85,468 261,485

- 99,813

1,194,102 1,850,186

5,254 5,254
2,577,540 2,397,071
(1,903,097)  (1,754,654)

679,697 647,671

$ 1,873,799 § 2,497,857

The accompanying notes are an integral part of these financial statements.




INTERPACIFIC INVESTORS SERVICES, INC.
Statements of Income
For the Years Ended September 30, 2003 and 2002

Net loss

The accompanying notes are an integral part of these financial statements.

2003 2002
Revenues:
Trading and commission income 1,740,487 1,158,698
Interest income 98,113 436,764
Unrealized gain (loss) on investment and trading securities - (71,942)
Other income 800 2,500
Total income 1,839,400 1,526,020
Expenses:
Commission expense 1,296,064 1,959,267
Officer salaries - 1,875
Office salaries 162,032 228,288
Payroll taxes and employment benefits 47,007 - 44,705
Rent 67,265 61,071
Office expense, data processing and miscellaneous 46,027 83,224
Promotion, travel and entertainment 2,197 2,342
Professional fees , 43911 46,253
Business taxes, fees and licenses 33,952 39,319
Insurance and bonds 13,798 9,119
Legal settlements 22,391 1,600
Telephone 7,357 9,313
Clearing fees 81,706 115,302
Interest 19,637 224,220
Management services 300,000 720,000
Total expenses 2,143,344 3,545,898
Loss before income taxes (303,944) (2,019,878)
Income tax benefit 155,502 93,000

(148,442) § (1,926,878)

n




INTERPACIFIC INVESTORS SERVICES, INC.

Statements of Changes in Stockholder's Equity

For the Years Ended September 30, 2003 and 2002

Balance - September 30, 2002
Capital contributions
Net loss

Balance - September 30, 2003

Balance - September 30, 2001
Capital contributions
Net loss

Balance - September 30, 2002

Common Stock Capital in Total
Number of Excessof  Accumulated Stockholder's
Shares Amount Par Value Deficit Equity
52,541 % 5,254 §$ 2,397,071 § (1,754,654) § 647,671
- - 180,469 - 180,465
- - - (148.442) (148,442)
52,541 ' § 5,254 $2,577,540 § (1,903,096) § 679,698
Retained
Common Stock Capital in Earnings Total
Number of Excess of  (Accumulated Stockholder's
Shares Amount Par Value Deficit) Equity
52,541 $ 5,254 §$ 1,717,071 § 172,224 ' 1,894,549
- - 680,000 680,000
- - - (1,926,878)  (1,926,878)
52,541 S 5254 §$2,397,071 § (1,754,654) § 647,671

The accompanying notes are an integral part of these financial statements.




INTERPACIFIC INVESTORS SERVICES, INC.

Statements of Cash Flows

For the Years Ended September 30, 2003 and 2002

Cash flows from operating activities:
Net loss '

Adjustments to reconcile net loss to net cash used in

operating activities:
" Deferred tax asset

(Increase) decrease in operating assets:
Receivables
Inventory
Prepaid expenses and deposits
Investments
Receivable from affiliates
Miscellaneous receivables

Increase (decrease) in operating liabilities:

Payable to broker

Payable to affiliates
Commissions payable
Accounts payable and accruals
Securities sold

Net cash used by operating activities

Cash flows from investing activities:
Proceeds from loans from affiliates
Payments of loans from affiliates

Net cash provided by investing activities

2003 2002
(148,442) $ (1,926,878)
(81,314) (93,000)
(107,335) (297,404)
691,912 4,671,574
13,001 (3,156)
7,490 -
4,100 (410)
31,050 (40,642)
(1,088,099)  (3,084,842)
430,000 ;
3,853 (125,214)
(176,017) 140,607
(22,318) 20,490
(442,119) (738,875)
2,000,000 -
(1,703,690) -
296,310 -




2003 2002
Cash flows from financing activities:
Additional capital paid in $ 180,469 § 680,000
Net cash provided by financing activities 180,469 680,000
Increase (decrease) in cash 34,660 (58,875)
Cash and cash equivalents at beginning of year 18,566 77,441
Cash and cash equivalents at end of year $ 53226 % 18,566
Supplemental cash flows disclosures:
Interest paid $ 19,637 § 224220

The accompanying notes are an integral part of these financial statements.




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of Interpacific Investors Services, Inc. (the
Company) is presented to assist in understanding the Company’s financial statements. The
financial statements and notes are representations of the Company’s management who are
responsible for their integrity and objectivity. These accounting policies conform to
generally accepted accounting principles and have been consistently applied in the
preparation of the financial statements.

Nature of operations

The Company is a securities dealer trading securities for customers through independent
sales representatives and trading securities in its own name for its own benefit. All trades
are cleared on a fully disclosed basis through an independent brokerage firm.

Basis of presentation

The financial statements include the accounts of the Company and its wholly owned
subsidiary. The Company is engaged in a single line of business as a securities broker-
dealer, which comprises several classes of services.

Accounting method

Customers' securities transactions are recorded on a settlement date basis with related
commission income and expenses recorded on a settlement date basis. Securities
transactions of the Company are recorded on a settlement date basis.

Marketable securities are valued at market value and securities not readily marketable are
valued at fair value as determined by management. The resulting difference between cost
and market (or fair value) is included in income.




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Income taxes

Deferred income taxes result from unrealized gains or losses in the market values of
investment and trading securities, from reporting securities transactions on a settlement date
basis for tax purposes, and from depreciation differences.

Cash and cash equivalents

For the purposes of the statements of cash flows, the Company considers all cash on hand,
cash on deposit, and cash invested in financial instruments with an original maturity date of
three months or less to be cash and cash equivalents.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

NOTE 2 - NET CAPITAL REQU]REMENTS

As of September 30, 2003 and 2002 respectively, net capital computed in accordance with
Rule 15¢3-1 of the Securities Exchange Act of 1934 was approximately $463,846 and
$327,061 and minimum net capital required under the rule was $100,000 for September 30,
2003 and $250,000 for September 30, 2002.

The net capital rule prohibits a broker or dealer from engaging in any securities transactions
at a time when aggregate indebtedness to all other persons exceeds fifteen times its net
capital. The ratio of aggregate indebtedness to net capital was approximately 0.03 to 1 as of
September 30, 2003 and 0.12 to 1 as of September 30, 2002.




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 3 - TRADING SECURITIES OWNED

Trading securities owned consist of the following:

2003 2002
Municipal bonds $ 108,020  § 122,016
Corporate bonds ’ 624,146 1,302,006
Corporate stocks 2,275 2,331

$ 734,441 $ 1,426,353

NOTE 4 - INVESTMENTS

At September 30, 2002, the Company had a $7,490 investment in a wholly owned
subsidiary. The subsidiary was formed in 1995 and its activity was insignificant through
September 30, 2002. During the year ended September 30, 2003, the subsidiary was merged
into the Company creating an increase in Capital in Excess of Par Value in the amount of
$130,469.

NOTE 5 - COMMITMENTS

At September 30, 2003, the Company 1s obligated under leases for office space as follows:
A month-to-month lease commencing April 1, 2000 with monthly lease payments of $5,704.
The lease is with an affiliated corporation.

Rent expense for leased space for the years ended September 30, 2003 and 2002 was
$67,265 and $61,071, respectively.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company is affiliated with numerous other companies through common control and
stock ownership. The amount due to affiliates at September 30, 2003 and 2002 is $726,310 -
and $0, respectively. The amount receivable from affiliates is $0 and $4,100 for 2003 and
2002. ‘ :

Affiliate receivables and payables consist of non-interest bearing open account balances.

10




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 6 - RELATED PARTY TRANSACTIONS (continued)

Management fees paid to Interpacific Investor Services, LLC, a related company, for
services rendered to the Company, totaled $300,000 for the year ended September 30, 2003
and $720,000 for the year ended September 30, 2002.

See Note 4 and 5 for additional related party transactions.

NOTE 7 - CONTINGENT LIABILITY

The Internal Revenue Service had assessed the Company for back taxes for the year ended
September 30, 1996 in the amount of $312,940. Of this amount, $52,121 has been paid and
$99,813 had been accrued. The Company protested the unpaid amount of $260,819. In
March of 2003, the case was settled with a decision amount of $78,245. In 2003, the
Company filed an amended retumn for the year ended September 30, 1996 to capture a net
operating loss carry back. In 2003, the company received $74,189 of the taxes paid. An
additional refund of $37,068 has been applied for but not yet approved by the Internal
Revenue Service; therefore this amount has not been accrued at September 30, 2003.

The State of Hawaii has assessed the Company for back excise taxes in the amount of
$47,742. The Company is contesting the interest on these taxes in the amount of
approximately $32,000 and this amount has not been accrued as of September 30, 2003.

NOTE 8 - INCOME TAXES

The Company records income tax consequences in accordance with FAS No.109,
"Accounting for Income Taxes.” Under provisions of FAS No. 109, an entity recognizes
deferred tax assets and liabilities for future tax consequences of events that have been
previously recognized in the Company’s financial statements or tax returns. The
measurement of deferred tax assets and liabilities is based on provisions of the enacted tax
law. The effects of future changes in tax laws or rates are not anticipated.

For the years ended September 30, 2003 and 2002, the Company’s income tax expense
computed at the statutory rate differs from the amount of the income and expenses recorded

11




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 8 - INCOME TAXES (continued)

on the financial statements due to non-reportable income and expenses, such as municipal
bond interest, unrealized gain or loss on investment, trading securities, and the timing
differences relating to the methods of computing depreciation expense for financial
statement purposes and income tax purposes.

At September 30, 2003 and 2002, deferred tax assets and liabilities consist of the following:

2003 2002
Deferred tax assets $ 460,000 $ 522,000
Valuation allowance (322.000) (365,500)

$ 138,000 $ 156.500

As of September 30, 2003, the company has available for carry-forward to future tax years
$2,735,184 of net operating losses as follows:

Date of expiration ~ Amount
2017 § 331,223
2020 335,329
2021 2,068,632
$2.735.184

NOTE 9 - PAYABLE TO BROKERS AND DEALERS
The payable to brokers and dealers is for securities transactions and is collateralized by

securities. Interest is at a fluctuating rate that generally corresponds to the broker call money
rate.

12




INTERPACIFIC INVESTORS SERVICES, INC.
Notes to Financial Statements
September 30, 2003 and 2002

NOTE 10 - SECURITIES SOLD, NOT YET PURCHASED

Securities sold, not yet purchased consists of:

2003 2002
Corporate bonds $ - $ 21,918
Corporate stocks 4,600 4,600

$ 4600 3 26,518

* ok % X
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& COMPANY, P.S.

INDEPENDENT AUDITORS’ REPORT ON
SUPPLEMENTARY INFORMATION REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

To the Board of Directors and Stockholder's of
Interpacific Investors Services, Inc.

We have audited the accompanying financial statements of Interpacific Investors Services,
Inc. as of and for the year ended September 30, 2003 and have issued our report thereon
dated November 14, 2003. Our audit was conducted for the purpose of forming an opinion
on the basic financial statements taken as a whole. The information contained in pages 15 to
27 1s 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 under the
Securities and Exchange Act of 1934. 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.
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E. Accouries ard oter )
borrowings not ‘ ‘
qualified for net 0
capital purposes {1220} [1440) (17501
20, . e 372587 e 149, 249 e 188,846
TOTAL LIABLITIES {1230 {1450] (1760}

.

Ownership Eauity

Total
21, Sole proprietorship S
22, Partnership (limited partners
11020} } HTE
23.  Cosporations:
A Preferred stock T )
. 5,204
B. Common stock (1782]
oy - 2,847.971
C. Additional paid-in capfial o S (1753]
) . -1,628.251
o Retainad earnings e (17541
- , e e 824,074
c. Totar [1795]
e 1885 Capial SIotk in reasury T T e
24, . 824,074
TOTAL OWNERSHIP EQUITY {1800)
25 1,610,920
‘ {1810]

TOTAL LABILITIES AND OWNERSHIF EQUITY
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STATEMENT OF INCOME iL088)
Peviod Beginning U7/01/2003 Period Ending 08/30/2003 Numberofmontts _____ 3
[3832) [3933} ’ {3931}
REVENUE
1, Comraissions:
a. Commissions on transactions in exchange listed equity securities executed on an 4,800
exd\ange {3935]
b Commissions on listad opiian transactiong e e
THSS tsted ophan tra 5935
c All other securities commissions ———-3-52:’.?;5“6‘
{3938]
d  Total securities commissions e 387,436
(54T}
2. Gaing or losses on firm securities trading accounts '
a From market making in options on a national securities exchange - [F545)
- 35, Ly
b, From afl other trading yrséfél}
20,108
¢ Total gain (foss) [3950]
3 Gains or losses on firra securities investment acoounts 4 T " BoEz)
4, Profi (foss) from underwriting and seiling groups 39551
.. . . . 167.848
5. Reverue from sate of irnvestment company snares . [3970)
%. Commudiies revenus —r—— [39901
7 Faos for account supervision, investment 2dvisory and atminiskalive services - .t [o75]
) 10,282
3. Qthar revanua - Goes]
' 832,691
Q. Total revenus o3y
EXPENSES
1G. Salartes and other employment costs for general partners and voting stockhotder officers e em—— e [4—12'55
y e 22,896
14. Cther employee compensation and benefits ‘ [a118]
' ' 336,033
12.  Commissions paid to other broker-dealsrs - [4140)
' . 530
13, interest expense [4075]
a. ncludes interest on acoounts subjedt to . ,
subordination agreements o703
14, Reguiatory fees and expenses ' ’ ' [4185]
2,385
18. Total expenses 14200}
NET tnCOME

Lttps:/hegalationtormiing nasdr.com/focus/FORM, FOCUS_Form2aPrintPrevicw.asp?For... 10/24/03
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17.  Net Income(loss) before Federal income taxes and items below (ltem © less ltem 16) o 2 °2I;§f§

18.  Provision for Federal Income taxes (for parent only) - o

19. Equity in eamings {losses) of unconsofidaied subsidiaries not induded above - - M"-[X?‘Zf}
a. After Federal income taxes of me ”—-—[453'3'1

. . — .. 214830

20, Extraardinary gains (Josses) 14224]
a, After Federal income taxes of - ~4539]

21.  Cumulative effact of changes in accounting principles - [4225)

- . . 248,675

22, Netincome (loss) after Federa! iicome taxes end extraordinary tems T o)

MONTHLY INCOME
23.  Income (current monthly only) before provision for Federal income taxes and extraordinary 120,962
142443

https://regulationformfiling nasdr.com/focus/FORM_FOCUS_Form2aPrintPreview.asp?For... 10/24/03
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EXEMPTIVE PROVISICNS

5. ¥ an exernplion from Fude 15¢3-3 is ciaimed, identify befow the section upon which
such exemption is based

A (K) (1)—Limited business (mutual funds and/or variabie annuities oniy} I 14550)
B.(K) (2))-"Special Account for the Exclusive Benefit of customers” maintained I asan
C.{K) (2)(i)—Alt customer transactions cleared through another broker-deater on a [~ 4570]
fully disclosed basis. Name of clearing firm(s)
Clearing Firm SEC#s Name Product Code
8- 42167 CORRESPONDENT SERVTICES CORPQRA A1) [43358)
[4335A] [4335A2]
8 . —— . 43350}
[4335C) {4335C2)
8 .. . e e, . [4335€]
{4335E) {4335E2] »
B . - - e R
[K335G) [4335G2]
{43351 1433512}
D.(K) (3)~Exempted by order of the Commission T (as80)

htxsz/regulaﬁonformﬁling.nasdr.com/focus/PORM_FOCUS__FormZaPrintPreview.aSp?For... 10/24/03
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COMDUTATION OF NET CAPITAL

1. Total ownership equity from Statement of Financiat Condition oo _____'__",_.gsz(g,_q_'_rgl
2. Deduct ownership equity not allowable for Net Capital T e
3. Total ownership equity qualified for Net Capital : - 33—*{52’25
4 pan '
A Liabilities subordinated to claims of general creditors allowable in ‘ 0
compiation of net, capital ) T3820]
B, Other (deductions) or allowable credits (List)
o (3625A] T [35258]
- [3525C] - [35250]
R —— . . - _ .
e B525€) [3525F} {3525)
5. Total capital and allowable subordinated 824,074
liabilities ' {3530]
6. Deductions andfor charges:
A. Total nonallowable assets from 24,413
Stetement of Financial Condition ) [3540]
(Notes B and C)
Secured demand note deficiency -" : (55%0]
spot commadiies - propristory ' N 13800]
capital charges ,
- dfor ch . e mmm—— e . ..-.--___‘_‘_?_4 ,"_1-_3
D. Cnher deductions and/or charges F3810] (36201
7. Other additions andlor credits (List)
[3630A1 1363081
[3630C) T eseon)
e — R
T "[3630E] [3630F] _ (3630}
8. Net capital before haircuts on securities . 129,861
positions . [3640]

9. Haircuts an securities (computed, where
applicable, pursuant to 15¢3-1(f):

Al Contractual securities e
sommitments (3860}

B. Subordinated securifies e ——
borrowings 3670}

C. Trading and nvesiment securities.

1. Exempted securities - 22 ,‘0:1_.2.
{3735;
.. 9,045
2. Debtsecu ————
rities 573
3. Options o ”—-_;é:zioi
" . AU . 28
4. Other securities 13734)

hitps /iregulationformdiling nasdr.co Socus/FORM._FOCUS_Form2aPrintPreview.asp?hor... 10/24/03
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D. Undue Concentretion N

(3850]
Other (Lisy)
13736A] ' T Tmrasg
{37386C) [3736D)
(3736E] o (3736F]
—— 0 ce . om81.428
{3736) (8740}
10. Nt Capitat _ .738,233
' 37501
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Part A
11, Minimum net capitat required (6-2/3% of line 19) - ?{35;2;
12, Minimum dailar (et capital requirement of reporting broker of dealer 100,000
and minimum net capitat requirement of subsidiaries compusted in [3758)
accordance with Note(A)
13, Net capital requirement (greater of e 11 or 12) RRTIRE —10—0{%’—;
14,  Excess net capital (line 10 less 13) - 638.1%3’3.
3y}
15.  Excess net capitaf at 1000% (fine 1 fess 10% of ling 19) : ~-~———73—4{,é;§‘}
. {ve
COMPUTATION OF AGGREGATE INDEBTEDNESS
16. Total Al fiabilifies from Statetment of . 37,387
Financial Condition 13750}
17,  Add
A Dratts for immed dit o
rafts for immediate credi 3800)
8. Market vafue of securities : e
borrowed for which no equivalent [3810]
v value i paid or credited
C. Other unrecorded amounts(List)
[3820A] - s208]
13820C) C [3820D)
| [38208] T e0R
o 0 - e
- [3820) 13830}
5. Tota aggreyste maektedaess 3. 55
5. aguregste &QGEBE 13840}
20. Percentage of aggregate indebtedness to % _ . .. .5
[3850]

net capital (fine 19/ fine 10)

‘hitps:/eguletonformfling nasdr.com/fotus/FTORM_FOCUS_Form2aPriviPreview.asp?For...  10/24/03
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OTHER RATIOS

21.  Percentage of debt to debt-equity total computed in accordance % .

with Rute 16e3-1(d)

https:/regulationformfiling nasdr.com/focus’FORM_FOCUS_Form2aP rintPreview.asp?For...
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Part TIA - Submitted - Period: 9/2003 e N

SCHEDULED WITHDRAWALS

Ownershlp Equity and Subordinated Liabilities maturing or proposed to be withdrawn within
the next six months and accruals, (as defined below), which have not been deducted in the

compitation of Net Capital.
Type of _ Amaunt o be
Proposed Insider  Withdrawn (cash  Withdrawal or Expect
\;fmp!,-“ iravr! Name of Lender or Contributor or amount and/or Net  Maturity Date  to
-or_lﬁ;u'af QOutsicfer Captial Vatue of  (MMODYYYY) Renew
SEREEE Securities)
f4801]  [4802) [4603) [4604} 14805}
_mey , . . .- . — -
{4611} [4612] {6613} {4514] [461_5]
14826} ‘ R . . - -
{4621] 14622 [4623) [4624] [4825]
_as30] .. s - —_ - s , _
14631  [as32} 14633) [4834] [4635]
) B _
[4841] 4642} [4643} I45441 [4645]
,.148501 _ —_ C— .
[4651] 14652) {4653] 14854} [4658]
[4660]
[4581]  [4662) [4863] (46641 14885
. [4670] . . - . -
4671] 14672} [4673] (4674] [4575)
_{4680] . o . O -
f4681)  [4682] {4683} {46847 [4885]
[deg1]  [4887] [4693] (A694] (4595]
TOTAL ) .0
3
{4698}
Omit Pannies

lnstmct:ons Detail listing must include the total of items maturing during the six month
period following the report date, regardiess of whether or not the capital
contribution is expected to be renewed. The schedule must also include
proposed capital withdrawals scheduled within the six month period following
the report date including the proposed redemption of stock and payments of
fiabilities secured by fixed assets (which are considered allowable assets in the
capital computation pursuant to Rule 15¢3-1(c){2)(iv)), which could be required
by the lender on demand or in less than six months.

Withdrawal Code Descripﬁon If

! 1 KEquity Capita 1
2 ﬁSubordmated Liabilities

{ 3 JAccruals

] 4 [3c3-1(c)(2)(iv) Liabilities]

htps//regulationformfiling nasdr.com/focus/FORM_FOCUS_Form2aPrintPreview.aspTor... 10/24703
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STATEMENT OF CHANGES

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
{2CLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION;

1. Bafance, beginning ot period S -5“99[’42303

A, et income (loss) 224[.4 g;;

S. Agditiors (ncludes non-corforring capitat of 14262 ) (4260

< Deductions {intludes non-conforming capital of o w27 T

2. Balance, end of period (From item 1800). , | 82 ‘[;g;g-'}

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3 Balance, beginning of period N fdéob}

A, Increases » o &390

B. Decreases S 74320}

' 4. Balance, end of period (From item 3520) —_ — 4330'}

https://regulationformfiling nasdr.com/ focus/FORM_FOCUS_Form2aPrintPreview.asp?For... 10/24/03




INTERPACIFIC INVESTORS SERVICES, INC.
Computation of Net Capital Under Rule 15¢3-1 of the
Securities and Exchange Commission
September 30, 2003 and 2002

2003 2002
Net Capital

Total stockholder's equity qualified for net capital $ 679,697 § 647,671

Deduction and/or changes:

Non-allowable assets

Account receivable-miscellaneous - 40,642
Prepaid expenses and deposits 6,104 19,105
Investments - 7,490
Receivable from affiliates 9,592 4,100
Deferred tax asset 138,000 156,500
Other adjustments 727 1,766
154,423 229,603
Net capital before haircuts on securities positions 525,274 418,068

Haircut on securities (computed, where applicable, pursuant to Rule 15¢3-1(f)):
C. Trading and investment securities

3. State and municipal government obligations 52,042 71,275

4. Corporate obligations 9,045 14,507

8. Other securities 341 350

61,428 86,132

D. Undue concentration - 4875
Net capital $ 463,846 § 327,061

Aggregate indebtedness
[tems included in statement of financial condition: '
Accounts payable, accrued expenses, and other habilities $ 85,468 § 261,485

Accrued commissions 55,185 51,332
Income tax payable - 99,813
Total aggregate indebtedness $ 140,653 § 412,630

(see independent auditors' report)
28




INTERPACIFIC INVESTORS SERVICES, INC.
Computation of Net Capital Under Rule 15¢3-1 of the

Securities and Exchange Commission
September 30, 2003 and 2002

2003 2002

Computation of Basic Net Capital Requirement

Minimum net capital required $ 100,000 § 250,000
Excess net capital $ 363,846 § 77,061
Excess net capital at 1000% $ 449,780 § 285,798
Percentage: Aggregate indebtedness to net capital 3.03% 12.62%
Percentage: Aggregate indebtedness to net capital
after anticipated capital withdrawals 3.03% 12.62%
Reconcihiation With Company's Computation
(included in Part ITA of Form X-17a-5 as of September 30, 2003)
Net capital, as reported in Company's Part I (Unaudited)
FOCUS report 3 738,233 § 333,061
Audit adjustment increasing (decreasing) equity ' (144,376) 174,402
Audit adjustment (increasing) decreasing haircuts on securities - 17,230
Audit adjustments (increasing) decreaseing non-allowable assets:
Prepaid taxes, deposits, investments 7,989 (41,132)
Deferred tax asset (138,000) (156,500)
Net capital as computed per this schedule $ 463.846 $ 327.061
(see independent auditors' report)
29
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INDEPENDENT AUDITORS’ REPORT ON THE INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

November 14, 2003

To the Board of Directors and Stockholder's of
Interpacific Investors Services, Inc.

In planning and performing our audit of the financial statements and supplemental schedules of
Interpacific Investors Services, Inc. (the Company), for the years ended September 30, 2003 and
2002, we considered its internal control, including control activities for safeguarding securities,
in order to determine our auditing procedures for the purpose of expressing our opinion on the
consolidated financial statements and not to provide assurance on internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we
have made a study of the practices and procedures followed by the Company that we considered
relevant to the objectives stated in rule 17a-5(g) in making periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining
compliance with the exemptive provisions of rule 15¢-3-3. 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:

1. Making quarterly securities examinations, counts, verifications, or comparisons
2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section & of
the Federal Reserve Regulation T of the Board of Governors of the Federal Reserve
System.

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

30




Interpacific Investors Services, Inc.
November 14, 2003

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 authorization and recorded properly to permit preparation of financial statements
in accordance with generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

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

Our consideration of internal control would not necessarily disclose all matters in internal control
that might be material weaknesses under standards established by the American Institute of
Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control components does not reduce to a relatively low level the
risk that errors or fraud in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal
course of performing their assigned functions.

However, we noted no matters involving internal control, including control activities for
safeguarding securities that we consider to be material weaknesses as defined above.

We understand the 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 objective 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 were adequate at September 30, 2003 and 2002 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.

AR /W/%(y, F<
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