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OATH OR AFFIRMATION

EdgarG._jgaham ________ ________________ swear or affirm that to the best of

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

jiHeritageSejri_ties Inc ________ as
of December 31 20-are true 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 customer except as follows

ii

lnatuie

President
Title

taryPu JOYD.YOHO

NiyPNc-$tofONo
This report contains check all applicable boxes Mu Dec 172012

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or foundto have existed since the dateofthe previous audit

conditions of confidential treatment tf certain portions of this filing see section 240.1 7a5 ci
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SKODA MINOTTI
CPAs BUSINESS FINANCIAL ADVISORS

IIe1ivering on the Promise

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE STOCKHOLDER
AMERICAN HERITAGE SECURITIES INC

We have audited the accompanying statement of financial condition of American Heritag Securities Inc

the Company as of December 31 2011 and the related statements of income changes in stockholders

equity and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the

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

management Our responsibility is to express an opinion on these financial statements bas on our audit

We conducted our audit in accordance with the standards of the Public Company Acco nting Oversight

Board United States Those standards require that we plan and perform the audit to tam reasonable

assurance about whether the financial statements are free of material misstatement audit includes

examining on test basis evidence supporting the amounts and disclosures in the financial statements

An audit also includes assessing the accounting principles used and significant esti ates made by

management as well as evaluating the overall financial statement presentation We belie that our audit

provides reasonable basis for our opinion

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

position of American Heritage Securities Inc as of December 31 2011 and the results its operations

and its cash flows for the year then ended in conformity with accounting principles generlly accepted in

the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial state ents taken as

whole The accompanying supplementary financial information is presented for the purp se of additional

analysis and is not required part of the basic financial statements but is supplemen ary information

required by Rule 7a-5 under the Securities Exchange Act of 1934 Such information is responsibility

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

used to prepare the financial statements The information has been subjected to the aud ting procedures

applied in the audit of the financial statements and certain additional procedures includin comparing and

reconciling such information directly to the underlying accounting and other records use to prepare the

financial statements or to the financial statements themselves and other additional procedures in

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

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

SKODA MINOTTI

.dLz
Maylield Village Ohio

February 21 2012

Cleveland 6685 Beta Drive Mayfield Village Ohio 44143 ph 440 449 6800 440 646 1615

Akron 3875 Embassy Parkway Suite 200 Fairlawn Ohio 44333 ph 330 668 1100 440 646 1615

Skoda Minotti Certified Public Accountants www.skodaminotti.com



AMERICAN HERITAGE SECURITIES INC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

ASSETS
Cash 188465

Marketable securities $50000 of which is restricted as an escrow deposit 127937

Commissions receivable 16391

Other receivables 776

Note receivable 61842

Property and equipment net 5589

Security deposits 2200

403200

LIABILITIES AND STOCKHOLDERS EQUITY

LIABILITIES

Accounts payable 18787
Accrued liabilities 5615

24402

STOCKHOLDERS EQUITY

Common stock 15 shares authorized issued and outstanding 45000
Retained earnings 333798 378798

403200

The accompanying notes are an integral part of these financial statements
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AMERICAN HERITAGE SECURITIES INC

STATEMENT OF INCOME

YEAR ENDED DECEMBER 31 2011

REVENUES
Commissions 462589

Management fees 197784

Investment income 10648

Net unrealized losses on marketable securities 5466
665555

EXPENSES
Commissions 436547

Depreciation 1851

Office related expenses 14792

Other expenses 2823

Payroll taxes and benefits 10141

Professional fees 5053

Salaries and wages 117843

Registration fees 4295
Rent 37200

Telephone 3604

634149

INCOME BEFORE PROVISION FOR INCOME TAXES 31406

PROVISION FOR INCOME TAXES 5655

NET INCOME 25751

The accompanying notes are an integral part of these financial statements
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AMERICAN HERITAGE SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

Balance at December 31 2010

Net income

Balance at December 31 2011

YEAR ENDED DECEMBER 31 2011

The accompanying notes are an integral part of these financial statements

-5-

Common
Stock

Retained

Earnings Total

45000 308047 353047

25751 25751

45000 333798 378798



AMERICAN HERITAGE SECURITIES INC

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31 2011

CASH FLOWS FROM OPERATING ACTIVITIES

Net income 25751

Adjustments to reconcile net income to net cash

provided by operating activities

Add back Items not affecting cash

Unrealized loss on marketable securities 5466

Depreciation 1851

Cash provided by used in changes in the following items

Decrease in marketable securities 30993

Increase in commissions receivable 3226
Increase in other receivables 156
Decrease in federal income tax payable 6672
Increase in accounts payable 7588
Decrease in accrued liabilities 8061 27783

Net cash provided by operating activities 53534

CASH FLOWS FROM INVESTING ACTIVITIES

Collections on note receivable 21150
Purchases of property and equipment 4870

Net cash provided by investing activities 16280

NET INCREASE IN CASH 69814

CASH BEGINNING OF YEAR 118651

CASH-END OF YEAR 188465

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

CASH PAID DURING THE YEAR FOR

INCOME TAXES 12327

The accompanying notes are an integral part of these financial statements
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AMERICAN HERITAGE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Businesses

American Heritage Securities Inc the Company was incorporated in 1991 for the purpose of

operating as broker-dealer in securities The Company operates as an introducing broker whose

services are limited to accepting customer orders The Company has business relationship with an

independent clearing broker who is responsible for processing and settling customer transactions on

fully disclosed basis The Company is registered with the Securities and Exchange Commission

SEC and is member of the Financial Industry Regulation Authority FINRA

Use of Estimates

The preparation of financial statements in conformity with U.S generally accepted accounting

principles GAAP requires management to make estimates and assumptions that affect the

amounts reported in the financial statements and accompanying notes Actual results could differ

from those estimates

Marketable Securities

The Company determines the appropriate classification of its investments in marketable securities at

the time of purchase in accordance with GAAP and reevaluates such determinations at each

balance sheet date As of December 31 2011 all investments in securities were classified as held

primarily for sale during the Companys normal operating cycle and have been reported at fair value

with unrealized gains and losses recognized in earnings For purposes of determining realized gains

and losses the cost of securities sold is based on specific identification

Restricted escrow deposits consist of government bonds These deposits are restricted in accordance

with the Companys agreement with its independent clearing broker who is responsible for

processing and settling customer transactions on fully disclosed basis

Commissions Receivable

Commissions receivable are from clearing organizations and mutual funds and are stated at the

amount management expects to collect from outstanding balances related to commission fees and

gains Since these relate to commission fees receivable from customers an allowance for doubtful

accounts is not deemed necessary by management nor is it required according to the computation

for determination of reserve requirements pursuant to Rule 5c3-3

-7-



AMERICAN HERITAGE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES continued

Property and Equipment

Property and equipment are recorded at cost Depreciation of property and equipment are provided by

the use of accelerated and straight-line methods over the following estimated useful lives of the

assets

Furniture and fixtures years

Office equipment years

Vehicle years

Revenue Recognition

Commission income and related commission expenses are recorded on settlement-date basis which

does not differ significantly from trade-date basis

Income Taxes

The Company has elected under the Internal Revenue Code to be taxed as Corporation The

current provision for Federal income taxes totaled $5655 for the year ended December 31 2011

There are no material differences between the carrying amounts of assets and liabilities for financial

reporting purposes and the amounts used for income tax purposes

The Company files income tax or information returns in the U.S federal jurisdiction and various state

and local jurisdictions The Company is no longer subject to examination by tax authorities for years

before 2008

Subsequent Events

The Company evaluated subsequent events through February 21 2012 the date these financial

statements were available to be issued There were no material subsequent events that required

recognition or additional disclosure in these financial statements

NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 5c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital equivalent to the greater of $5000 or 1/15th

of aggregate indebtedness At December 31 2011 the Company exceeded all net capital

requirements

-8-



AMERICAN HERITAGE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

NOTE RECEIVABLE FROM STOCKHOLDER

As of December 31 2011 the Company had note receivable from ii

$61842 This note bears interest at rate of 5% per annum and is

monthly installments of $2068 including interest through August

certain real property which the Company is leasing as office space
receivable are as follows

YEAR ENDING
DECEMBER 31

2012 22

2013

2014 16

61

MARKETABLE SECURITIES

Marketable securities as of December 31 2011 consist of equities and fixed income securities

Original cost fair value and unrealized changes in market value at December 31 2011 are

summarized below

Unrealized

Original Appreciation Fair

Cost Depreciation Value

Fixed income securities

Restricted 50000 2797 47203

Unrestricted 65188 1079 64109

Equities 18.215 1590 16625

133.403 5.466 127.937

FAIR VALUE OF INVESTMENTS

GAAP establishes fair value hierarchy that prioritizes the inputs to valuation techniques used to

measure fair value into the following three broad categories

Level Quoted unadjusted prices for identical instruments in active markets to which the

Company has access at the date of measurement

-9-



AMERICAN HERITAGE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

FAIR VALUE OF INVESTMENTS continued

Level Quoted prices for similar instruments in active markets quoted prices for identical

or similar instruments in markets that are not active and model-derived valuations in which all

significant inputs and significant value drivers are observable in active markets Level

inputs are those in markets for which there are few transactions the prices are not current

little public information exists or in instances where prices vary substantially over time or

among brokered market makers

Level Model derived valuations in which one or more significant inputs of significant value

drivers are unobservable Unobservable inputs are those inputs that reflect the Companys
own assumptions that market participants would use to price the assets or liabilities based on

the best available information

The assets or liabilitys fair value measurement level within the fair value hierarchy is based on the

lowest level of any input that is significant to the fair value measurement Valuation techniques

used should maximize the use of observable inputs and minimize the use of unobservable inputs

The following is description of the valuation methodologies used for assets measured at fair value

There have been no changes in the methodologies used at December 31 2011 and 2010

Fixed income securities Valued at quoted market prices

Equities Valued at quoted market prices

The preceding methods described may produce fair value calculation that may not be indicative of

net realizable value or reflective of future fair values Furthermore although the Company believes

its valuation methods are appropriate and consistent with other market participants the use of

different methodologies or assumptions to determine the fair value of certain financial instruments

could result in different fair value measurement at the reporting date

All of the Companys investments are considered to be Level

RELATED PARTY TRANSACTIONS

The Company shares office space and personnel with EGI Financial Inc EGI EGI is related entity

owned by the Companys sole stockholder As compensation for this arrangement the Company

receives management fee equal to 90% of EGIs operating revenue During the year ended

December 31 2011 management fees from EGI totaled $197784

The Company leases office space from its sole stockholder Rent expense for the year ended

December 31 2011 totaled $37200

-10-



AMERICAN HERITAGE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS

PROPERTY AND EQUIPMENT

Property and equipment as of December 31 2011 and 2010 consists of

2011

Furniture and fixtures 21474
Office equipment 20412

Vehicle 30943

72829
Less Accumulated depreciation 67240

Property and equipment net 5.589

RETIREMENT PLAN

The Company has defined contribution retirement plan the Plan that meets the requirements of

Savings Incentive Match Plan for Employees SIMPLE as defined by the Internal Revenue

Code For the year ended December 31 2011 the Company contributed $2712 to the Plan

INDEMNIFICATION

In the normal course of its business the Company indemnifies and guarantees certain service

providers such as clearing and custody agents trustees and administrators against specified

potential losses in connection with their acting as an agent of or providing services to the

Company The maximum potential amounts of future payments that the Company could be

required to make under these indemnifications cannot be estimated However the Company

believes that it is unlikely it will be required to make significant payments under these

arrangements and therefore no contingent liability has been recorded in the accompanying

financial statements

10 RISKS AND UNCERTAINTIES

The Companys marketable securities are exposed to various risks such as interest rate market

and credit risks The Company could incur losses or gains as result of changes in the fair value

of the securities and such changes could materially affect the Companys financial condition

11



AMERICAN HERITAGE SECURITIES INC

SUPPLEMENTARY FINANCIAL INFORMATION

YEAR ENDED DECEMBER 31 2011

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENT TO RULE 15c3-3

Not applicable due to exemption of Rule 15c3-3

INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15c3-3

Not applicable due to exemption of Rule 5c3-3

RECONCILIATION BETWEEN NET CAPITAL COMPUTATION AND RESERVE
REQUIREMENT COMPUTATION

There are no material differences between the computation of net capital under

Rule 15c3-1 as prepared by the Company and filed with their most recent Part hA

unaudited report and schedule included with these statements

The Company did not file the computation for determination of the reserve

requirements under exhibit of Rule 15c3-3 due to exemption of Rule 5c3-3

See the Report of Independent Registered Public Accounting Firm
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AMERICAN HERITAGE SECURITIES INC

COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 15c3-1

DECEMBER 31 2011

FORM
X-1 7A-5

LINE

COMPUTATION OF NET CAPITAL
Total stockholders equity from statement of

financial condition 378798

Less Stockholders equity not allowable for net capital ____________

Total stockholders equity qualified for net capital 378798

6D Total other deductions 70407

Net capital before haircuts on security positions 308391

Haircuts on securities pursuant to 15c3-1 7607

10 Net capital 300784

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
11 Minimum net capital required 1627

12 Minimum dollar requirement 5000

13 Net capital requirement 5000

14 Excess net capital

Net capital 300784
Less Net capital requirement 5000

Total 295784

15 Excess net capital at 1000 percent 294784

AGGREGATE INDEBTEDNESS
16 and 19 Aggregate indebtedness liabilities 24402

20 Percent of aggregate indebtedness to net capital 8.11%

21 Percent of debt to debt-equity computed in accordance
with Rule 15c3-1 0%

See the Report of Independent Registered Public Accounting Firm
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AMERICAN HERITAGE SECURITIES INC

COMPUTATION OF NET CAPITAL

PURSUANT TO RULE 17a-5d4

DECEMBER 31 2011

COMPUTATION OF NET CAPITAL

Total stockholders equity from statement of

financial condition

Other deductions

Haircuts on securities pursuant to 5c3-1

Net capital

COMPUTATION OF BASIC NET CAPITAL

REQUIREMENT
Minimum dollar requirement

Net capital requirement

Excess net capital

Net capital

Less Net capital requirement

Total

Excess net capital at 1000 percent

AGGREGATE INDEBTEDNESS

Aggregate indebtedness liabilities

Percent of aggregate indebtedness to net capital

Percent of debt to debt-equity computed in

accordance with Rule 15c3-1

INCREASE

AUDITED UNAUDITED DECREASE

378798 378798

70407 70407

7607 7607

300784 300784

5000 5000

5000 5000

300784 300784

5000 5000

295784 295784

294784 294784

24402 24402

8.11% 8.11%

0% 0%

See the Report of Independent Registered Public Accounting Firm
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SKODAMINOTTI
CPAs BUSINESS FINANCIAL ADVISORS

Delivering on the Promise

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL REQUIRED BY SEC RULE 7a-5

FOR BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15c3-3

TO THE STOCKHOLDER
AMERICAN HERITAGE SECURITIES INC

In planning and performing our audit of the financial statements and supplementary financial

information of American Heritage Securities Inc the Company as of and for the year ended
December 31 2011 in accordance with the standards of the Public Company Accounting Oversight
Board United States we considered the Companys internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements but not for the purpose of expressing an opinion on the effectiveness of the

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

Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we have
made study of the practices and procedures followed by the Company including consideration of

control activities for safeguarding securities This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in rule 17a-5g in

making periodic computations of aggregate indebtedness or aggregate debits and net capital under
Rule 17a-3a11 and for determining compliance with the exemptive provisions of Rule 15c3-3
Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications comparisons and recordation of

differences required by rule 17a-13

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

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

The management of the Company is responsible for establishing and maintaining internal control and
the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility
estimates and judgments by management are required to assess the expected benefits and related

costs of controls and of the practices and procedures referred to in the preceding paragraph and to

assess whether those practices and procedures can be expected to achieve the SECs 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 managements authorization and recorded properly to

permit the preparation of financial statements in conformity with accounting principles generally

accepted in the United States of America Rule 7a-5g lists additional objectives of the practices and

procedures listed in the preceding paragraph

Cleveland 6685 Beta Drive Mayfield Village Ohio 44143 ph 440 449 6800 440 646 1615

Akron 3875 Embassy Parkway Suite 200 Fairlawn Ohio 44333 ph 3306681100 jr 440 646 1615

Skoda Minotti Certified Public Accountants www.skodaminotti.com



Because of inherent limitations in internal control and the practices and procedures referred to above
error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate

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

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

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with accounting principles generally accepted in the United

States of America such that there is more than remote likelihood that misstatement of the entitys
financial statements that is more than inconsequential will not be prevented or detected by the entitys
internal control

material weakness is significant deficiency or combination of significant deficiencies in internal

control such that there is reasonable possibility that material misstatement of the Companys
financial statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do
not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices and

procedures were adequate at December 31 2011 to meet the SECs objectives

This report is intended solely for the information and use of management the SEC and other

regulatory agencies that rely on Rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not be used by
anyone other than these specified parties

SKODAMINOTTI

iLhAf
Mayfield Village Ohio

February2l2012



SKODA MINOTTI
CPAs BUSINESS FINANCIAL ADVISORS

Delivering on the Promise

REPORT OF INDEPENDENT REGISTERED ACCOUNTANTS ON
APPLYING AGREED-UPON PROCEDURES

TO THE STOCKHOLDER
AMERICAN HERITAGE SECURITIES INC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying General Assessment Reconciliation Form

SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended December 31 2011 which

were agreed to by American Heritage Securities Inc AHS and the Securities and Exchange Commission

Financial Industry Regulatory Authority Inc and SIPC solely to assist you and the other specified parties in

evaluating AHSs compliance with the applicable instructions of the General Assessment Reconciliation Form

SIPC-7 AHSs management is responsible for AHSs compliance with those requirements The agreed-upon

procedures engagement was conducted in accordance with attestation standards established by the American

Institute of Certified Public Accountants The sufficiency of these procedures is solely the responsibility of those

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

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

purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement record

entries noting no differences

Compared the amounts reported on the audited Form X-1 7A-5 FOCUS Report for the year ended

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

December 31 2011 noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on

which it was originally computed noting no differences

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

an opinion on compliance Accordingly we do not express such an opinion Had we performed additional

procedures other matters might have come to our attention that would have been reported to you

This report is intended solely for the information and use of the specified parties listed above and is not intended

to be and should not be used by anyone other than these specified parties

SKODA MINOTTI

jeL
Mayfield Village Ohio

February 21 2012

Cleveland 6685 Beta Drive Mayfield Village Ohio 44143 ph 440 449 6800 .t 440 646 1615
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