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OATH OR AFFIRMATION

Alan Chesler , swear (or affirm) that, to the best of my

knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Ehrenberg Chesler Securities, inc. , as of

December 31, 2010, are true and correct. [ further swear (or affirm) that neither the company nor any

partner, proprietor, principal officer or director has any propriety interest in any account classified solely as that of

a customer, except as follows:

None

e

ature

[ O T T o I

%}
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» Z ihancial Condition.
y-Statément of Income (Loss).

(@) Statément of Changes in Financial Condition.

{e) 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) 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.

(i) 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 Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report 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 the filing, see section 240.17a-5(e)(3).
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Britts & Associates L.L.P.
CERTIFIED PUBLIC ACCOUNTANTS
A Registered Limited Liability Partnership

| Associales
LLP

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Ehrenberg Chesler Securities, Inc.
San Antonio, Texas

We have audited the accompanying balance sheet of Ehrenberg Chesler Securities, Inc. (ECS) (a
Texas corporation) as of December 31, 2010, and the related statements of earnings, changes in
stockholder’s equity, changes in liabilities subordinated to claims of general creditors, and cash
flows for the year then ended that the Company is filing pursuant to rule 17a-5, Reports to Be
Made by Certain Brokers and Dealers, under the Securities and Exchange Commission Act of
1934. 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 of the Public Company
Accounting Oversight Board (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 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 Ehrenberg Chesler Securities, Inc. as of December 31, 2010, and the
results of its operations and its cash flows for the year then ended in conformity with U.S.
generally accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
~ taken as a whole. The accompanying supplemental information, as listed in the Table of Contents,
is presented for purposes of additional analysis and is not a required part of the basic financial
statements; however, it is supplemental information required pursuant to rules 17a-5 and 15¢3-1
under the Security and Exchange Commission 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

D .f%wm Sttt

February 4, 2011

3201 Cherry Ridge, Suite A104
San Antonio, Texas 78230
(210)735-9101 Fax {210)735-9104
www.cpasatx.com



Ehrenberg Chesler Securities, Inc.

BALANCE SHEET
December 31, 2010
ASSETS
CURRENT ASSETS:

Cash in bank (including interest bearing accounts) $ 83,863
Accounts receivable (net of allowance for doubtful account of $50,000) 45,545
Prepaid expenses 24,334
Total current assets 153,742

PROPERTY AND EQUIPMENT:

Furniture and fixtures : 9,054
Less accumulated depreciation (5,169)

3,885

$ 157,627

LIABILITIES AND STOCKHOLDER'S EQUITY

CURRENT LIABILITIES:
Accounts payable $ 11,169
Federal income taxes payable: - Note C
Current 2,691
Deferred 5,000
Total current liabilities 18,860
LONG-TERM LIABILITIES
Deferred income taxes long-term - Note C 4,000
Total long-term liabilities 4,000
STOCKHOLDER'S EQUITY:
Common stock, $1 par; 100,000,000 shares authorized;

1,000 shares issued and outstanding 1,000
Additional paid in capital 11,100
Retained earnings 122,667

Total stockholders' equity 134,767

$ 157,627

The accompanying notes are an integral part of these financial statements.
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Ehi'enberg Chesler Securities, Inc.
STATEMENT OF OPERATIONS
For the year ended December 31, 2010

Revenue $

Operating expenses
Earnings (loss) from operations
Other income:

Interest income
Reimbursement revenue

Earnings (loss) before income taxes

Income tax
Current federal tax (expense) benefit
Deferred Tax (expense) benefit
Income Tax Net

NET INCOME $

400,392

324,635

75,7157

162
1,280

1,442

77,199

23,160
(12,469)

10,691

66,508

The accompanying notes are an integral part of these financial statements.
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Ehrenberg Chesler Securities, Inc.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
For the year ended December 31, 2010

Common Stock Paid-in Retained
Shares Amount Capital Earnings Total
Balance - December 31, 2009 1,000 § 1,000 $11,100 $ 56,159 § 68,259
Net earnings (loss) - - - 66,508 66,508
Balance - December 31, 2010 1,000 § 1,000 $11,100 $122,667 $ 134,767

The accompanying notes are an integral part of these financial statements.
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Ehrenberg Chesler Securities, Inc.
STATEMENT OF CASH FLOWS
For the year ended December 31, 2010

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income
Adjustments to reconcile net earnings
to net cash provided by operating activities:
Depreciation expense
(Increase) decrease in:
Accounts receivable
Prepaid expenses

Increase (decrease) in:
Accounts payable
Federal income tax payable
Provision for deferred taxes
Total adjustments

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of property and equipment

NET CASH FLOWS USED BY INVESTING ACTIVITIES

NET INCREASE IN CASH
Cash - beginning of year

Cash - end of year

$

66,508

1,037

(45,545)
(4,388)

(4,061)
2,691
4,000

(46,266)

20,242

(3,150.00)

(3,150.00)
17,092

62,771

$

79,863

The accompanying notes are an integral part of these financial statements.
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Ehrenberg Chesler Securities, Inc.
Notes to the Financial Statements
December 31, 2010

NOTE A —- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies of Ehrenberg Chesler Securities, Inc. (the
Company) is presented to assist in understanding the Company’s financial statements. The
financial statements and notes are the representation of the Company’s management who is
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

Ehrenberg Chesler Securities, Inc. (the Company) is a Broker/Dealer, as defined by the
Financial Industry Regulatory Authority (FINRA). Pursuant to its registration with the
FINRA, the Company focuses on three types of business: 1) the sale of direct participation
programs in primary distributions; 2) private placements of securities; and 3) other securities
business comprised mainly of merger and acquisition advisory services,

Revenue Recognition

Under routine contracts, the Company recognizes revenue on engagements when a
‘subscription is actually sold. Certain revenues can be recognized prior to the subscription sale
under contracts that specify a non-refundable retainer upon the acceptance of an engagement
or a fee equal to an agreed-upon percentage of the gross proceeds. The terms of an
engagement grant the Company the exclusive right to act on behalf of the client for a period
ranging from 90 to 120 days from the date the engagement letter is executed.

Allowance for Doubtful Accounts

The Company recorded a provision for bad debt expense due to a dispute over a $90,000
actual balance. The Company estimates that after mediation, the Company will recover
$40,000 after attorney’s fees. All other accounts are considered collectible.

Cash Equivalents

For purposes of the statements of cash flows, the Company considers all highly liquid debt
instruments, with original maturities of three months or less when purchased, to be cash
equivalents.



Ehrenberg Chesler Securities, Inc.
Notes to the Financial Statements
December 31, 2010

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Fair Value

Cash, accounts receivable, and accounts payable approximate fair value because of their short
maturities (generally less than ninety days).

Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of federal and state income taxes currently due plus deferred income
taxes. Deferred income taxes are the result of the use of the cash basis of accounting for
income tax purposes, as opposed to the accrual basis of accounting for financial statement
purposes.

Depreciation

Property and equipment are stated at cost. The estimated useful life of equipment and
furniture ranges from 5-7 years.

Depreciation is computed using the straight-line method over the estimated useful life for
financial reporting purposes. For tax return purposes the Company uses MACRS over the
useful life of the assets. Book depreciation expense for the year ended December 31, 2010,
was $ 1,037.

Use of Estimates

Management of the Company makes estimates and assumptions relating to the reporting of
assets and liabilities to prepare these financial statements in conformity with generally
accepted accounting principles. Actual results could differ from those estimates.

NOTE B - CONCENTRATION OF CREDIT RISK

The Company maintains its cash in bank deposit accounts at high credit quality financial
institutions. The cash balance never exceeded the FDIC’s insurance limits of $250,000 from
January 1% through December 31, 2010.

The Company does not require collateral from its customers.
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Ehrenberg Chesler Securities, Inc.
Notes to the Financial Statements
December 31, 2010

NOTE C - DEFERRED INCOME TAXES

The Company uses accounting methods that recognize depreciation sooner for income tax
purposes than for financial statement reporting. As a result, the basis of property and
equipment for financial reporting exceeds its tax basis by the cumulative amount that
accelerated depreciation exceeds straight-line depreciation. Deferred income taxes have been
recorded for the excess, which will be taxable in future periods through reduced depreciation
deductions for tax purposes. Also, for income tax reporting, the company reports its revenue
and expenses on the cash basis of accounting. As a result, net income for financial reporting
differs from tax by the net differences between trade accounts receivables, prepaid expenses,
and trade payables. Deferred income taxes have been recorded for these timing differences.

The (provision) benefit for income taxes consists of the following components:
2010
urrent $23,160
Deferred (12.469)
$10.691

NOTE D -NET CAPITAL REQUIREMENTS

The Company is subject to the SEC 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 15 to 1; and prohibits a broker-dealer from
engaging in securities transactions when its net capital falls below minimum requirements as
defined by the rule. The Company’s ratio of aggregate indebtedness to net capital was .0 to 1.
At December 31, 2010, the Company had net capital of $109,239, which was $104,239 in
excess of its required net capital of $5,000.

NOTE F - AVAILABILITY OF ANNUAL AUDIT REPORT

Pursuant to rule 17a-5 of the SEC, the Company’s statement of financial condition as of
December 31, 2010, is available for examination at the office of the Company in San Antonio,
Texas and the SEC in Ft. Worth, Texas.

NOTE H - SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 4, 2011, the date which the
financial statements were available to be issued.
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Ehrenberg Chesler Securities, Inc.

SCHEDULE OF OPERATING EXPENSES

For the year ended December 31, 2010

Bank charges

Broker commission
Contributions
Depreciation

Dues and subscriptions
Meals

Office supplies

Parking

Postage and delivery
Printing and reproduction
Professional development
Professional fees
Provision for bad debts
Registration fees

Rent

Repairs and maintenance
Telecommunications
Third party service
Travel

Utilities

See Accountants' Report.
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49
223,865
6,250
1,037
1,651
1,680
2,356
60

205
1,621
150
20,677
50,000
4,067
3,336
838
871

56
3,486
2,380

$ 324,635



) Ehrenberg Chesler Securities, Inc.
Statement of Changes in Liabilities Subordinated
to Claims of General Creditors
For the year ended December 31, 2010
Balance at December 31, 2009 $ -

Current year changes:
Increases -

Decreases -
Net change for the year -

Balance at December 31, 2010 $ -

The accompanying notes are an integral part of these financial statements.
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Ehrenberg Chesler Securities, Inc.
Computation of Net Capital and Aggregate
Indebtedness Pursuant to Rule 15¢3-1
December 31, 2010

Total stockholder's equity for net capital $ 134,767

Adad:
Liabilities subordinated to claims of general creditors allowable
in computation of net capital -

Total capital and allowable subordinated liabilities 134,767

Deductions and/or charges:

Non-allowable assets (28,219)
Total deductions and/or charges (28,219)
NET CAPITAL $ 106,548
Aggregate indebtedness:

Accrued expenses -

Total aggregate indebtedness $ -

Computation of basic net capital requirement:
Minimum net capital required (greater of $5,000 or 6 2/3% of

aggregate indebtedness) \ $ 5,000
Net capital in excess of minimum requirement $ 101,548
Ratio of aggregate indebtedness to net capital Oto 1
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Ehrenberg Chesler Securities, Inc.
Reconciliation of Net Capital Per Computation on Audited
Supplemental Information to Amount Reported On Form X-17A-5

December 31, 2010
Net capital reported on form X-17A-5 $ 106,548
Adjustments - -
Net capital reported on audited supplemental information $ 106,548

No material differences exist between Audited Net Capital and amounts reported on form X-17A-5.
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Britts & Associates L.L.P.

CERTIFIED PUBLIC ACCOUNTANTS
A Registered Limited Liability Parinership

Associoies
LLP

February 4, 2011

To the Board of Directors
Ehrenberg Chesler Securities, Inc.

We have audited the financial statements of Ehrenberg Chesler Securities, Inc. for the
year ended December 31, 2010, and have issued our report thereon dated Febuary 4,
2010. Professional standards require that we provide you with information about our
responsibilities under generally accepted auditing standards, as well as certain
information related to the planned scope and timing of our audit. We have communicated
such information in our engagement letter to you dated January 7, 2011. Professional

standards also require that we communicate to you the following information related to
our audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.
The significant accounting policies used by Ehrenberg Chesler Securities, Inc. are
described in Note A to the financial statements. No new accounting policies were adopted
and the application of existing policies was not changed during the year ending
December 31, 2010. We noted no transactions entered into by the Company during the
year for which there is a lack of authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements in the proper period.

Accounting estimates are an integral part of the financial statements prepared by
management and are based on management’s knowledge and experience about past and
current events and assumptions about future events. Certain accounting estimates are
particularly sensitive because of their significance to the financial statements and because
of the possibility that future events affecting them may differ significantly from those
expected. The most sensitive estimate affecting the financial statements was:

Management’s estimate of the collectability of accounts receivable is
based on review with the your legal representation, underlying contracts
and communications with the customer. We evaluated the key factors and
assumptions used to develop the allowance for doubtful accounts in
determining that it is reasonable in relation to the financial statements
taken as a whole.

3201 Cherry Ridge, Suite A104
San Antonio, Texas 78230
(210) 735-9101 Fax (210)735-9104



Certain financial statement disclosures are particularly sensitive because of their
significance to financial statement users. The most sensitive disclosure affecting the
financial statements was:

The disclosure of the details of the Allowance for Doubtful Accounts in
Note A to the financial statements based on your legal representation’s
opinion and the circumstances of the situation with the customer.

Difficulties Encountered in Performing the Audit

We encountered no significant difficulties in dealing with management in performing and
completing our audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements
identified during the audit, other than those that are trivial, and communicate them to the
appropriate level of management. Management has corrected all such misstatements.
With the exception of the provision for the doubtful account, none of the misstatements
detected as a result of audit procedures and corrected by management were material,
either individually or in the aggregate, to the financial statements taken as a whole.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with
management as a financial accounting, reporting, or auditing matter, whether or not
resolved to our satisfaction, that could be significant to the financial statements or the
auditor’s report. We are pleased to report that no such disagreements arose during the
course of our audit.

Management Representations

We have requested certain representations from management that are included in the
management representation letter dated February 4, 2011.

Management Consultations with Other Independent Accountants

In some cases, management may decide to consult with other accountants about auditing
and accounting matters, similar to obtaining a “second opinion” on certain situations. If a
consultation involves application of an accounting principle to the Company’s financial
statements or a determination of the type of auditor’s opinion that may be expressed on
those statements, our professional standards require the consulting accountant to check
with us to determine that the consultant has all the relevant facts. To our knowledge,
there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting
principles and auditing standards, with management each year prior to retention as the



Company’s auditors. However, these discussions occurred in the normal course of our
professional relationship and our responses were not a condition to our retention.

This information is intended solely for the use of the Board of Directors and management
of Ehrenberg Chesler Securities, Inc. and is not intended to be and should not be used by
anyone other than these specified parties. '

Very truly yours,
T Y
) € %@am B
Britts & Associates, L.L.P.

February 4, 2011



