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OATH OR AFFIRMATION

Ronald Feltes
swear or affirm that to the best of

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

Heartland Investment Associates Inc
as

of March 31
20

14
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

2A1
Signature

Title

Notary Pub ic

This report contains check all applicable boxes

Facing Page
El Statement of Financial Condition

Statement of Income Loss
El Statement of Changes in Financial Condition

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El Computation of Net Capital

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

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

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3- 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

El An Oath or Affirmation

copy of the SIPC Supplemental Report Bound under separate cover

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

Independent auditors report on internal control

For conditions of confidential treatment of certain portions ofthisfihing see section 240.1 7a-5e3

REBECCA ABAEDKE
COMMISSION NUMBER 726134

MY IRE
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McGladrey LLP

McGladrey

Independent Auditors Report

To the Board of Directors

Heartland Investment Associates Inc

Hiawatha Iowa

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Heartland Investment Associates

Inc the Company wholly owned subsidiary of Heartland Financial Group Inc as of March 31 2014
and the related statements of operations changes in stockholders equity and cash flows for the year

then ended that are filed pursuant to Rule 17a-5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with accounting principles generally accepted in the United States of America this includes

the design implementation and maintenance of internal control relevant to the preparation and fair

presentation of financial statements that are free from material misstatement whether due to fraud or

error

Auditors Responsibility

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 involves performing procedures to obtain audit evidence about the amounts and disclosures in

the financial statements The procedures selected depend on the auditors judgment including the

assessment of the risks of material misstatement of the financial statements whether due to fraud or

error In making those risk assessments the auditor considers internal control relevant to the Companys

preparation and fair presentation of the financial statements in order to design 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 Accordingly we express no such opinion An audit also includes

evaluating the appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall presentation of the

financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for

our audit opinion

Opinion

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

financial position of Heartland Investment Associates Inc as of March 31 2014 and the results of its

operations and its cash flows for the year then ended in accordance with accounting principles generally

accepted in the United States of America

M1b.f othi ASM Intmatlonal ntwork of Ind.ndnt aowMo and nsu fr.a



Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole

The supplementary information contained in Schedules II and III is presented for purposes of additional

analysis and is not required part of the financial statements but is supplementary information required

by Rule 17a-5 under the Securities Exchange Act of 1934 Such information is the responsibility of

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

used to prepare the financial statements The information in Schedules II and Ill has been subjected to

the auditing procedures applied in the audit of the financial statements and certain additional procedures

including comparing and reconciling such information directly to the underlying accounting and other

records used 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 in Schedules II and Ill is fairly stated in all material respects in

relation to the financial statements as whole

Cedar Rapids Iowa

May 27 2014



Heartland Investment Associates Inc

Statement of Financial Condition

March 31 2014

Assets

Cash and Cash Equivalents 420475

Receivables

Due from clearing broker 119134

Commissions and fees 25702 144836

Prepaid Expenses 23194

Equipment and Leasehold Improvements

Office furniture and equipment 148769

Leasehold improvements 43192

191961

Less accumulated depreciation 166992 24969

613474

Liabilities and Stockholders Equity

Liabilities

Payables

Commissions 195050

Accrued expenses and other liabilities 35069

Income taxes payable parent company 39400 269519

Deferred Income Taxes Parent Company 12000

Commitments Notes and

Stockholders Equity

Capital stock common $10 par value authorized

500000 shares issued 49250 shares 492500

Additional paid-in capital 6000

Accumulated deficit 166545 331955

613474

See Notes to Financial Statements



Heartland Investment Associates Inc

Statement of Operations

Year Ended March 31 2014

Revenue

Commissions 2448003

Other income 1946

2449949

Expenses

Commission expense 1710638

Employee compensation and benefits 278816

Payroll taxes 53194

Correspondent charges 112070

Rent 66908

Stock reporting services 35752

Telephone and internet 22465

Depreciation 8207

Loss on disposal of leasehold improvements 7345

Advertising 10182

Professional fees 39154

Office supplies and postage 27207

Insurance 6599

Travel and entertainment 5641

Utilities 7790

Other general and administrative 51968

2443936

6013Income before income taxes

Federal and state income tax expense

Net income

See Notes to Financial Statements

1100

4913



Heartland Investment Associates Inc

Statement of Changes In Stockholders Equity

Year Ended March 31 2014

Additional

Paid-In

Amount Capital

Balance March 31 2013

Net income

Distributions

Balance March 31 2014

49250 492500 6000 151458 347042

4913 4913

20000 20000
49250 492500 6000 166545 331955

See Notes to Financial Statements

Common Stock

Number

of

Shares

Accumulated

Deficit Total



Heartland Investment Associates Inc

Statement of Cash Flows

Year Ended March 31 2014

Cash Flows from Operating Activities

Net income

Adjustments to reconcile net income to net cash

used in operating activities

Depreciation

Loss on disposal of leasehold improvements

Deferred income taxes

Changes in assets and liabilities

Increase in due from clearing broker

Decrease in commissions and fees receivable

Increase in income taxes payable

Decrease in prepaid expenses

Decrease in commissions payable accrued expenses

and other liabilities

Net cash used in operating activities

4913

8207

7345

1000

32450
30158

100

667

35285
15345

Cash Flows Used in Investing Activities

purchase of property and equipment

Cash Flows Used in Financing Activities

distributions

Decrease in cash and cash equivalents

9504

20000

44849

Cash and Cash Equivalents

Beginning

Ending

465324

420475

See Notes to Financial Statements



Heartland Investment Associates Inc

Notes to Financial Statements

Note Nature of Business and Significant Accounting Policies

Nature of business Heartland Investment Associates Inc the Company is securities broker-dealer

with offices located in Marion and Hiawatha Iowa The Company is wholly owned subsidiary of

Heartland Financial Group Inc The Company is engaged in single line of business as securities

broker-dealer that sells various securities such as equity fixed income mutual funds insurance and

direct investment products

The Company is broker-dealer registered with the Securities and Exchange Commission and is

member of the Financial Industry Regulatory Authority The Company operates under the provisions of

paragraph k2ii of Rule 15c3-3 of the Securities Exchange Act of 1934 and accordingly is exempt

from the remaining provisions of the Rule Essentially the requirements of paragraph k2ii provide

that the Company clear all transactions on behalf of customers on fully disclosed basis with clearing

broker-dealer and promptly transmit all customer funds and securities to the clearing broker-dealer The

clearing broker-dealer carries all of the accounts of the customers and maintains and preserves all related

books and records as are customarily kept by clearing broker-dealer

Accounting estimates The preparation of financial statements in conformity with accounting principles

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

assumptions that affect the reported amount of assets and liabilities and disclosure of contingent assets

and liabilities at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from those estimates

summary of the Companys significant accounting policies follows

Cash equivalents For purposes of reporting cash flows the Company has defined cash equivalents as

short-term highly liquid debt instruments purchased with an original maturity of three months or less

Cash and cash equivalents include cash held by clearing brokers of $239419 as of March 31 2014

Receivables Receivables from clearing broker and commissions receivable primarily consists of

commission and transaction-related receivables

Recognition of revenue Securities transactions and related commission revenue and expense are

recorded on trade-date basis as securities transactions occur

Equipment and leasehold improvements Equipment and leasehold improvements are carried at cost

Depreciation is computed primarily by the straight-line method over estimated useful lives from to 15

years

Income taxes Deferred taxes are provided on liability method whereby deferred tax assets are

recognized for deductible temporary differences and operating loss and tax credit carryforwards and

deferred tax liabilities are recognized for taxable temporary differences Temporary differences are the

differences between the reported amounts of assets and liabilities and their tax bases Deferred tax

assets are reduced by valuation allowance when in the opinion of management it is more likely than

not that some portion or all of the deferred tax assets will not be realized Deferred tax assets and

liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment

The Company files its federal income tax returns on consolidated basis with Heartland Financial

Group Inc its parent company The members of the consolidated group have elected to allocate

income taxes among the members of the group by the direct reimbursement method under which the

parent company makes payments to any member of the group for the income tax reductions resulting

from the members inclusion in the consolidated return or the member makes payments to the parent

company for its allocated share of the consolidated income tax liability At March 31 2014 $39400 is

included in the statement of financial condition as income taxes payable to the parent company



Heartland Investment Associates Inc

Notes to Financial Statements

Note Nature of Business and Significant Accounting Policies Continued

When tax returns are filed it is highly certain that some positions taken would be sustained upon

examination by the taxing authorities while others are subject to uncertainty about the merits of the

position taken or the amount of the position that would be ultimately sustained The benefit of tax

position is recognized in the financial statements in the period during which based on all available

evidence management believes it is more likely than not that the position will be sustained upon

examination including the resolution of appeals or litigation processes if any As of March 31 2014
the Company had no material uncertain tax positions

The Company files income tax returns in U.S federal jurisdiction and various states With few

exceptions the Company is no longer subject to U.S federal state and local tax examinations by tax

authorities for years ending March 31 2010 and before

Subsequent events The Company has evaluated subsequent events for potential recognition and/or

disclosure through the date these financial statements were issued

Note Letter of Credit

The Company has an unsecured $50000 letter of credit with Heritage Bank for the benefit of its clearing

broker-dealer The letter of credit expires on April 10 2018 The letter of credit can be used if the

Company has defaulted in the performance of the terms and conditions of its agreement with its clearing

broker-dealer As of March 31 2014 there was no outstanding balance on the letter of credit

Note Profit-Sharing Plan

The Company has 401k profit-sharing plan for its employees The plan provides for safe harbor

nonelective contribution equaling 3% of participants compensation The Companys contribution

included in operating expenses for the year ended March 31 2014 is $30487

Note Commitments and Contingencies

The Company leases office facilities under noncancellable operating leases These leases require

monthly payments ranging from $1203 to $3350 plus the payment of normal maintenance and

insurance These expire May 2015 through October 2016

In September 2004 the Company entered into lease agreement with its parent company Heartland

Financial Group Inc for an office facility in Iowa City Iowa During the year ended March 31 2014
Heartland Financial Group sold their office facility to an unrelated third party and the Company will no

longer be utilizing this facility

The total minimum rental commitments at March 31 2014 under the operating leases mentioned above
are as follows

Year ending March 31

2015 54634

2016 42604

2017 23449

120687

The total rental expense included in the statement of operations for the year ended March 31 2014 is

$66908 of which $10500 was paid to Heartland Financial Group Inc pursuant to provisions of the lease

agreement



Heartland Investment Associates Inc

Deferred

The effective income tax rate is different than the statutory federal tax rate as follows

Income tax provision as federal rate of 34%

Income tax provision at lower rates

State income taxes

Other

Net deferred tax liabilities consist of the following components as of March 31 2014

Deferred tax liabilities

Equipment and leasehold improvements

Prepaid expenses

Note Financial Instruments

Off-balance-sheet risk and concentration of credit risk

1000

1100

2044

1142
213

15
1100

3200

8800

12000

As discussed in Note the Companys customers securities transactions are introduced on fully

disclosed basis with its clearing broker-dealer The clearing broker-dealer carries all of the accounts of

the customers of the Company and is responsible for execution collection of and payment of funds and

receipt and delivery of securities relative to customer transactions Off-balance-sheet risk exists with

respect to these transactions due to the possibility that customers may be unable to fulfill their contractual

commitments wherein the clearing broker-dealer may charge any losses it incurs to the Company The

Company seeks to minimize this risk through procedures designed to monitor the credit worthiness of its

customers and that customer transactions are executed properly by the clearing broker-dealer

Commissions receivable represent amounts due the Company from its clearing broker relating to

customer securities transactions introduced by the Company

Notes to Financial Statements

Note Net Capital Requirements

The Company is subject to the Securities and Exchange Commission uniform net capital rule

Rule 5c3-1 which requires the maintenance of minimum net capital and that the ratio of aggregate

indebtedness to net capital both as defined shall not exceed 15 to Rule 5c3-1 also provides that

equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed

lOto

At March 31 2014 the Company had net capital of $276224 which was $226224 in excess of its

required net capital of $50000 The Companys net capital ratio aggregate indebtedness to net capital is

0.98 to

Note Income Tax Matters

The provision for income taxes for the year ended March 31 2014 consists of the following

Current 100



Heartland Investment Associates Inc

Notes to Financial Statements

Note Fair Value Considerations

Substantially all of the Companys financial instruments are carried at fair value or amounts that

approximate fair value The Companys remaining financial instruments are generally short-term in nature

and liquidate at their carrying values

Under the Fair Value Measurements Topic of the FASB Codification fair value is the price that would be

received to sell an asset or paid to transfer liability in the principal or most advantageous market for the

asset or liability in an orderly transaction between market participants at the measurement date This

topic establishes fair value hierarchy which prioritizes the inputs used in measuring fair value into three

broad levels as follows

Level Quoted prices are available in active markets for identical assets or liabilities as of the

reported date The types of assets and liabilities included in level are highly liquid and

actively traded instruments with quoted prices

Level Pricing inputs are other than quoted prices in active markets but are either directly or

indirectly observable as of the reported date The types of assets and liabilities included in

level are typically either comparable to actively traded securities or contracts or priced with

models using highly observable inputs

Level Significant inputs to pricing have little or no observability as of the reporting date The types

of assets and liabilities included in level are those with inputs requiring significant

management judgment or estimation such as the complex and subjective models and

forecasts used to determine the fair value of financial transmission rights

Money market funds are stated at the net asset value NAV per share of the fund The NAV is primarily

determined based on the underlying assets and liabilities held in the fund These financial instruments are

classified as level in the fair value hierarchy

The following table presents the fair value hierarchy for those assets and liabilities measured at fair value

on recurring basis as of March 31 2014 As required by the Fair Value Measurements Topic of the

FASB Codification financial assets and liabilities are classified in their entirety based on the lowest level

of input that is significant to the fair value measurement The Companys assessment of the significance

of particular input to the fair value measurement requires judgment and may affect the valuation of fair

value assets and liabilities and their placement within the fair value hierarchy levels

Total Quoted Significant

Carrying Prices in Other Significant

Value at Active Observable Unobservable

March 31 Markets Inputs Inputs

2014 Level Level Level

Assets

Money market fund included within

cash and cash equivalents 239419 239419

There have been no changes in valuation techniques used for any assets measured at fair value or

significant transfers of assets between levels and of the fair value hierarchy during the year ended

March 31 2014

10



Heartland Investment Associates Inc

Notes to Financial Statements

Note Indemnifications

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 or its affiliates The

Company also indemnifies some clients against potential losses incurred in the event specified third-party

service providers including sub-custodians and third-party brokers improperly execute transactions The

maximum potential amount 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 have to

make material payments under these arrangements and has not recorded any contingent liability in the

financial statements for these indemnifications

The Company provides representations and warranties to counterparties in connection with variety of

commercial transactions and occasionally indemnifies them against potential losses caused by the

breach of those representations and warranties The Company may also provide standard

indemnifications to some counterparties to protect them in the event additional taxes are owed or

payments are withheld due either to change in or adverse application of certain tax laws These

indemnifications generally are standard contractual terms and are entered into in the normal course of

business The maximum potential amount of future payments the Company could be required to make

under these indemnifications cannot be estimated However the Company believes it is unlikely it will

have to make material payments under these arrangements and has not recorded any contingent liability

in the financial statements for these indemnifications

11



Heartland Investment Associates Inc

Schedule Computation of Net Capital and Aggregate

Indebtedness Pursuant to Rule 15c3-1

March 31 2014

Computation of net capital

Total stockholders equity from the statement of financial condition

Total nonallowable assets and other charges

Equipment and leasehold improvements

Prepaid expenses

Petty cash

Commissions and fees receivable

Net capital before haircuts on securities positions

Haircuts on securities positions money market fund account

Net capital

Computation of aggregate indebtedness

Item from statement of financial condition

Payables

Total aggregate indebtedness

Computation of basic net capital requirement

Minimum net capital required the greater of 2/3% of total

aggregate indebtedness or $50000

Excess net capital net capital less net capital requirement

Percentage of aggregate indebtedness to net capital

Statement pursuant to paragraph of Rule 17a-5

331955

24969

23194

250

2.500

281042

4818

276224

269519

269519

50000

226224

.98 to

There are no material differences between the amounts presented in the computations of net capital set forth

above and the amounts reported in the Companys unaudited Part II of Form X-17a-5 as of March 31 2014

12



Heartland Investment Associates Inc

Schedule II Computation for Determination of Reserve Requirements

Under Rule 15c3-3

March 31 2014

None the Company is exempt from Rule 15c3-3 pursuant to the provisions of subparagraph k2ii thereof

Heartland Investment Associates Inc

Schedule Ill Information Relating to Possession or Control Requirements

Under Rule 15c3-3

March 31 2014

None the Company is exempt from Rule 15c3-3 pursuant to the provisions of subparagraph k2ii thereof

13



McGladr.y LLP

McGladrey

Independent Auditors Report

on Internal Control

To the Board of Directors

Heartland Investment Associates Inc

Hiawatha Iowa

In planning and performing our audit of the financial statements of Heartland Investment Associates Inc

the Company as of and for the year ended March 31 2014 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 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 7a-5g in making the periodic

computations of aggregate indebtedness and net capital under Rule 7a-3a1 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 and comparisons and the

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 generally accepted accounting principles Rule 7a-

5g 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

14
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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 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

as described in the second paragraph of this report were adequate at March 31 2014 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

Rule 7a-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

iiJ

Cedar Rapids Iowa

May 27 2014
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