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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS REPORT

To the Stockholders of

United American Securities Inc

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

Company as of June 302012 that is filed pursuantto Rule 17a-5 underthe Securities ExchangeActof 1934 This

financial statement is the responsibility of the Companys management Our responsibility is to express an opinion on

this financial statement 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 consideration of internal control over financial

reporting as basis for designing audit procedures that are appropriate in the circumstances but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control over financial reporting Accordingly we

express no such opinion An 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

estimates made by management as well as evaluating the overall financial statement presentation We believe that

our audit provides reasonable basis for our opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial position of

United American Securities Inc as of June 30 2012 in conformity with accounting principles generally accepted in

the United States of America

RAICH ENDE MALTER CO LLP

New York New York

August 28 2012

of Independent Firms



UNITED AMERICAN SECURITIES INC
Statement of Financial Condition

June 30 2012

ASSETS
Cash and cash equivalents 53850

Receivables from clearing broker including clearing deposit of $25000 28686

Receivables investment advisory fees 351362

Investment in associated partnership 88189

Furniture equipment and leasehold improvements net 24730

Subordinated note receivable 150000

Other assets 48353

745170

LIABILITIES AND STOCKHOLDERS EQUITY

Accounts payable accrued expenses and other liabilities 37089

Income taxes payable 1739

Deferred tax liability net 103899

142727

Stockholders Equity

Common stock $1.00 par value authorized 40000 shares

issued 818 shares outstanding 478 shares 478

Additional paid-in-capital
281882

Retained earnings
609793

Less 340 shares of common stock in treasury at cost 289710
602443

745170

See notes to financial statement



UNITED AMERICAN SECURITIES INC
Notes to Financial Statement

June 30 2012

ORGANIZATION AND NATURE OF BUSINESS

United American Securities Inc the Company is broker-dealer registered with the Securities and

Exchange Commission and is member of the Financial Industry Regulatory Authority FINRA and

Securities Investor Protection Corporation SIPC The Company is principally engaged in an investment

advisory business introducing customers to its clearing broker pursuant to fully disclosed clearing

agreement and to the clearing brokers investment advisor solutions subsidiary which acts as broker of

record for the majority of the trades directed by the Company on its customers behalf The Company

principally conducts business under the name UAS Asset Management

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Cash and Cash Equivalents 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

Securities Transactions Securities transactions and the related revenue and expenses are

recorded on the trade date as if they had settled

Treasury Stock The Company uses the cost method of accounting for treasury stock At June 30

2012 the Company held 340 shares of treasury stock

Revenue Recognition Investment advisory fees are charged quarterly to customer accounts

based on percentage of the value of the customers assets managed by the Company In

accordance with the respective agreements between the customer and the Company investment

advisory fees are commonly deducted directly from the customers accounts The Company

recognizes these fees as revenue when earned Certain accounts are introduced by independent

solicitors pursuant to fully disclosed agreements which require the Company to pay the solicitors

fee based upon investment advisory fees earned

Commissions on trades executed on behalf of customers are recorded on trade date basis and

are reported net of clearing and execution charges It is the Companys policy to pass on the

clearing and execution charges to customers without any markups

Depreciation and Amortization Furniture equipment and leasehold improvements are stated at

cost Replacements maintenance and repairs which do not improve or extend the life of an asset are

expensed Depreciation is calculated using the straight-line or accelerated methods over the estimated

useful lives of five to seven years Leasehold improvements are amortized over the lesser of the

economic useful life of the improvement or the term of the lease

Income Taxes The Company is subject to federal New York State and New York City income

taxes Provision for income taxes reported in the financial statements consist of taxes currently due

plus deferred taxes related to temporary differences between the bases of certain assets and

liabilities for financial and tax reporting Temporary differences arise primarily from the use of the

cash basis method of accounting used for income tax reporting Determination of current or long

term status of the deferred income tax asset or liability is based upon the underlying nature of the

related asset or liability

Continued



The Company recognizes and measures its unrecognized tax benefits based on their technical

merit that tax positions will be sustained upon examination based on the facts circumstances and

information available at the end of each period The measurement of unrecognized tax benefits is

adjusted when new information is available or when an event occurs that requires change

The Company did not have any material unrecognized tax benefits as of June 30 2012 and does

not expect this to change significantly over the next twelve months The Company will recognize

interest and penalties accrued on any unrecognized tax benefits as component of other expense

As of June 30 2012 the Company has no accrued interest or penalties related to uncertain tax

positions The earliest tax year that is subject to examination by these taxing authorities is 2008

generally three years from the time they were filed

Use of Estimates The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America GAAP requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure

of contingent assets and liabilities at the date of the financial statements and the reported amounts of

revenues and expenses during the reporting period Actual results could differ from those estimates

RECEIVABLES FROM CLEARING BROKER

The clearing and depository operations for customers securities transactions are provided by Clearing

Broker pursuant to clearance agreement At June 30 2012 the amount due from the Clearing Broker

represents cash deposits maintained in various accounts including money market accounts at the Clearing

Broker In addition at times there may be amounts due from the Clearing Broker related to commission

revenue earned as an introducing broker for the transactions of its customers net of clearing expenses

and other fees

Receivables from clearing broker consist of the following

Clearing deposit 25000

Cash held in accounts at clearing brokers 3686

28686

FURNITURE EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Furniture equipment and leasehold improvements are stated at cost as follows

Furniture 40798

Computer equipment 44724

Computer software 51418

Leasehold improvements 7750

144690

Less Accumulated depreciation and amortization 119960

24730

Continued



INVESTMENT IN ASSOCIATED PARTNERSHIP

The Company is the managing member of Kitty Hawk Management LLC the Associated Partnership

the general partner of Kitty Hawk Investment Partners LP the Fund related party The Associated

Partnerships ownership percentage in the Fund was 5.3% at June 30 2012 The Company carries its

investment in the Associated Partnership on the equity basis and records its pro rata share of the

Associated Partnerships allocated income loss of the Fund which is based on the Funds portfolio of

investments The Companys ownership percentage in the Associated Partnership was 23.48% at

June 30 2012

The Company is also the Investment Manager of the Fund and pursuant to management agreement

receives quarterly investment advisory fee equal to 0.25% 1% per annum based on the Funds net

asset value as of the end of each quarter

SUBORDINATED NOTE RECEIVABLE

On August 15 2011 the Company entered into subordinated note receivable agreement with Miller Auto

Parts Supply Inc the Borrower for an amount of $150000 The Company paid two subordinated

loans on behalf of the Borrower $100000 and $50000 The loan is subordinated to the bank and the

other senior creditors In the event the Borrower defaults on the loan the bank and the other senior

creditors would be paid first followed by the Company The collateral for the loan are the assets of the

Borrower and its subsidiaries provided however the Companys liens against such assets are

subordinated to those of senior lenders The Company will receive monthly interest payments on the

outstanding principal balance at fixed rate of 15% per annum Interest is calculated based on 365-day

year The initial term of the agreement expired December31 2011 The agreement was amended and the

note was changed to demand note with 7% interest rate per annum with the other original agreement

terms remaining the same The calculation of monthly interest payment shall be adjusted upon any

payment of principal As of June 30 2012 the outstanding note receivable balance was $150000

7- INCOME TAXES

The tax effects of temporary differences and carryforwards that give rise to significant portions of deferred

tax assets and liabilities consist of the following

Deferred Tax Assets

Accrued liabilities and payables 13308

Net operating loss carryforward 11533

Contribution carryforward 22269

Gross deferred tax assets 47110

Valuation allowance 11145

Total 35965

Deferred Tax Liabilities

Accrued income 139864

Net Deferred Tax Liability 103899

The Company has net operating loss carryforwards of approximately $57000 that may be used to offset

against future taxable income If not used the carryforwards will begin to expire in fiscal years starting

June 30 2029 valuation allowance is established when it is more likely than not that the deferred tax

asset will be realized As of June 30 2012 the Company has recorded $2304 increase in its deferred

tax asset valuation allowance of $11145 against its available net operating loss carryforwards

Continued



COMMITMENTS AND CONTINGENCIES

The Company leases its office facility under an operating lease expiring on March 31 2014 The lease

contains escalation clauses for increased real estate taxes labor and other costs

Approximate future minimum annual rent payments under the lease are as follows

Year Ending
June 30

2013 138000

2014 105000

243000

The Company maintains cash balances at financial institution subject to Federal Deposit Insurance

Corporation FDIC regulations At times amounts on deposit exceed the FDIC Insurance limit of

$250000

The Company has $10000 unsecured borrowing facility with bank to be drawn upon as overdraft

protection This facility bears interest at the banks current rate for such facilities when used As of June 30

2012 there were no outstanding advances drawn under this facility

401 PROFIT-SHARING PLAN

The Company sponsors 401k profit-sharing plan covering all eligible employees Contributions are

made at the discretion of management

10 NET CAPITAL REQUIREMENTS

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratios of aggregate indebtedness to net capital

both as defined shall not exceed 15 to At June 30 2012 the Company had net capital as defined of

$43300 which was $38300 in excess of its required net capital of $5000 The Companys net capital

ratio was 0.07 to

OFF-RALANCE-SHEET RISK

Pursuant to the clearance agreements the Company introduces all of its securities transactions to

clearing broker on fully-disclosed basis All of the customers money balances and long and short

security positions are carried on the books of the clearing brokers In accordance with the clearance

agreements the Company has agreed to indemnify the clearing brokers for losses if any which the

clearing broker may sustain from carrying securities transactions introduced by the Company In

accordance with industry practice and regulatory requirements the Company and the clearing brokers

monitor collateral on the customers accounts

In the normal course of business the Companys customer activities involve the execution settlement and

financing of various customer securities transactions These activities may expose the Company to off-

balance-sheet risk in the event the customer or other broker is unable to fulfill its contracted obligations

and the Company has to purchase or sell the financial instrument underlying the contract at loss
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CER11HED PUBUC ACCOUNTANTS

NDEPENDENT AUDTORS REPORT ON
NTERNAL CONTROL REQURED BV SEC RULE 7A5g

To the Stockholders of

United American Securities Inc

In planning and performing our audit of the financial statements of United Amencan Securities Inc the

Company as of and for the year ended June 30 2012 in accordance with auditing standards generally accepted

in the United States of America 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 17a5g1 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 such practices and procedures that we considered relevant

to the objectives stated in Rule 17a5g in making the 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 15c33 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 and comparisons and recordation of

differences required by Rule 17a13

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 previously 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 generally accepted

accounting principles Rule 17a5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

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



To the Stockholders of

United American Securities Inc

Page Two

deficiency in internal control 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 deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with governance

material weakness is deficiency or combination of 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 previously

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 as described in the second paragraph

of this report were adequate at June 30 2012 to meet the SECs objectives

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

Industry Regulatory Authority FINRA 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

RAICH ENDE MALTER CO LLP

New York New York

August 28 2012


