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(Address) (City) (State) (Zip Code)
CHECK ONE:

[AA Certified Public Accountant
[0 Public Accountant

[0 Accountant not resident in United States or any of its possessions.
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OATH OR AFFIRMATION

, swear (or affirm) that, tothe bestof

1, __ EDWIN A. DAY

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HERITAGE BENEFITS FINANCIAL SERVICES, INC. , as

of _DECEMBER 31 ,20 13 are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

NONE
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his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(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.

() 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.

(o) Independent auditors report on internal control structure.
**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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HAGELIN & ALLOWAY PS
CERTIFIED PUBLIC ACCOUNTANTS
2200 Sixth Avenue, Suite 430
Seattle, WA 98121-1845

(206) 441-7100
FAX (206) 441-5804

INDEPENDENT AUDITOR'S REPORT

Board of Directors
Heritage Benefits Financial Services, Inc.

We have audited the accompanying financial statements of Heritage
Benefits Financial Services, Inc. which comprise the statement of
financial condition as of December 31, 2013, and the related
statements of income, 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.

Management’s 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.

Auditor’s 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 auditor’s judgment, including
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
entity’s 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 entity’s internal control.

4-



INDEPENDENT AUDITOR'S REPORT
(continued)

Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of significant estimates made by management, as well
as evaluating the overall financial statement presentation.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a 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 Heritage
Benefits Financial Services, Inc. as of December 31, 2013, and the
results of its operations and its cash flows for the year then ended
in conformity with accounting principles generally accepted in the
United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the
financial statements as a whole. The information contained in pages
13-22 is presented for purposes of additional analysis and is not a
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 related directly to the underlying accounting
and other records used to prepare the financial statements. The
information in pages 13-22 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 pages 13-22 is fairly
stated in all material respects in relation to the financial

statements as a whole.
Fageln. s(Wanyt™

Seattle, Washington
February 24, 2014



HERITAGE BENEFITS FINANCIAL SERVICES, INC.
STATEMENT OF FINANCIAL CONDITION
December 31, 2013

ASSETS
Cash and cash equivalents S 182,835
Commissions receivable, net of allowance
for doubtful accounts of $0 65,815
Loans to employees 17,000
Prepald expenses 2,255
$ 267,905
LIABILITIES AND STOCKHOLDERS' EQUITY
Accounts payable $ 5,676
Retirement contributions payable 3,000
8,676
Commitments and contingent liabilities
Stockholders' equity:
Common stock - no par value:
Authorized - 50,000 shares, issued
and outstanding - 1,000 shares 29,000
Additional paid in capital 1,375
Retained earnings 228,854
259,229

$ 267,905

See notes to financial statements.

-6-



HERITAGE BENEFITS FINANCIAL SERVICES, INC.
STATEMENT OF INCOME
For the year ended December 31, 2013

REVENUES
Commissions $ 559,411
Total revenues 559,411

EXPENSES
Salaries and payroll taxes 73,340
Employee benefits 19,956
Rent 11,757
Office expenses 15,333
Telephone 2,549
Meals and Entertainment 61
Professional fees 10,853
Dues and subscriptions 1,224
Business taxes 8,723
Registration fees and expenses 4,944
Marketing 2,714
Total expenses 151,454
NET INCOME $ 407,957

See notes to financial statements.
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HERITAGE BENEFITS FINANCIAL SERVICES, INC.
STATEMENT OF STOCKHOLDERS' EQUITY
For the year ended December 31, 2013

Common Stock

Contributed Retained

Dollars Capital Earnings
Balance - December 31, 2012 S 29,000 $ - $ 25,713
Capital contributions 2,559
Dividend Distributions (1,184) (204,816)
Net income 407,957
Other comprehensive income
Balance - December 31, 2013 S 29,000 $ 1,375 S 228,854

See notes to financial statements.
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HERITAGE BENEFITS FINANCIAL SERVICES, INC.
STATEMENT OF CASH FLOWS
For the year ended December 31, 2013
Increase (Decrease) in Cash and Cash Equivalents

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 407,957
Adjustment to reconcile net income
to net cash provided by operating
activities:
(Increase) decrease in:

Commissions receivable (43,697)
Loans to employees (17,000}
Prepaid expenses (1,299)

Increase {(decrease) in:

Accounts payable 5,008
Retirement contributions payable (9,000)
NET CASH FLOWS PROVIDED BY OPERATING ACTIVITIES 341,969

CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions 2,559
Dividend distributions (206,000)
NET CASH FLOWS (USED IN) FINANCING ACTIVITIES (203,441)
NET INCREASE IN CASH AND CASH EQUIVALENTS 138,528
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 44,307
CASH AND CASH EQUIVALENTS AT END OF YEAR S 182,835

See notes to financial statements.
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HERITAGE BENEFITS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS

1. THE COMPANY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE COMPANY - The Company is a Financial Industry Regulatory
Authority Registered Broker and Dealer. Commission revenues are
generated predominantly from the sale of private placement
securities.

INCOME TAXES - The Company has elected "S" corporation status,
effective since 2001. Under these provisions, the Company generally
does not pay Federal corporate income taxes on its taxable income.
Instead, the stockholders are liable for individual Federal income
taxes based upon the Company's taxable income.

The Company's tax returns are subject to possible examination by the
taxing authorities. For Federal income tax purposes the returns
essentially remain open to possible examination for a period of
three years after the respective filing deadlines of those returns.
For state and local tax purposes the period may extend to five
years.

RELATED PARTIES - The Company and an affiliate have separate
employees that perform functions for both companies. These shared
employees’ wages and benefits expenses cannot be allocated cost
effectively, therefore the Company will only record expenses
incurred for its employees.

ESTIMATES AND ASSUMPTIONS - Management uses estimates and
assumptions in preparing financial statements. Those estimates and
assumptions affect the reported amounts of assets and liabilities,
the disclosure of contingent assets and liabilities, and the
reported revenues and expenses.

CASH AND CASH EQUIVALENTS - The Company considers cash and cash
equivalents to include cash and those short-term, highly liquid
investments with original maturities of three months or less.

2. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15c¢c3-1), 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.

-10-



HERITAGE BENEFITS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAIL STATEMENTS
(continued)

2. NET CAPITAL REQUIREMENTS (continued)

At December 31, 2013, the Company had net capital of $174,159 and
net capital required under the Rule was $5,000. The aggregate
indebtedness to net capital ratio was .05 to 1.

The net capital rules may effectively restrict the payment of cash
dividends.

4. COMMITMENTS

The Company leases office premises under a noncancelable operating
lease. The Company shares the lease with other entities, and is not
expected to make the required minimum payments, but is obligated to
do so in the event the other entities fail to make rental payments.
The following is a schedule by years of future minimum rental
payments required under operating leases that have initial or
remaining noncancelable lease terms in excess of one year as of
December 31, 2013:

Year ending December 31,

2014 $19,158
Total minimum payments required $19,158

The Company's rental expense, under operating leases, was $11,757
during 2013.

5. EMPLOYEE PROFIT SHARING PLAN

The Company's employees are participants in a profit sharing plan.
The plan covers substantially all of the Company's employees.

The plan is a simplified employee pension plan. The Company is not
obligated for minimum contributions, but may elect to make
discretionary contributions determined by the Board of Directors.
Contributions cannot exceed twenty five percent of compensation.
Contributions of $16,750 were authorized by the Board of Directors
for 2013. The Company funds plan contributions as incurred.
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HERITAGE BENEFITS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
(continued)

6. SUBSEQUENT EVENTS

Management has evaluated subsequent events through February 24,
2014, the date that the financial statements were available to be
issued. No significant subsequent events have been identified that
would require adjustment of or disclosure in the accompanying

financial statements.
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(Plecase read instructions before preparing Form.)

This report is belng filed purgus | Check Applicable Block(s)):

1) Rule 17a-5(a)

2) Rule 17a-5() [__17] 3) Rute 17a-11 [__[18]
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TO BE COMPLETED WITH THE ANNUAL AUDIT REPORT ONLY:

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

NAME (If individual, state last, first, middle name)

HAGELIN & ALLOWAY PS
[70
ADDRESS
2200 SIXTH AVENUE, SUITE 430 SEATTLE WA 98121
LA 72 73 | 74
Number and Street City State Zip Code

CHECK ONE
Certified Public Accountant FOR SEC USE
] public Accountant
[] Accountant not resident in United States

or any of its possessions

DO NOT WRITE UNDER THIS LINE . .. FOR SEC USE ONLY

WORK LOCATION REPORT DATE DOC. SEQ. NO. CARD
MM/DD/YY
50 51 | [ 52 | 53
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC.

10.

1
12.

Receivable from non-customers

Securities and spot commodities

owned at market value:
A. Exempted securities
B. Debt securities ...........
C. Options ....ccceveernnne
D. Other securities ....

E. Spot commodities

Securities and/or other investments

not readily marketable:

A. Atcosty $

B. At estimated fair value

Securities borrowed under subordination
agreements and partners’ individual and capital
securities accounts, at market value:

A. Exempted

securities $ 150
B. Other

securities $ 160
Secured demand NOTES: .......oocvceercniiinicncrniiiienens
Market value of collateral:
A. Exempted

securities $ 170
B. Other

securities $ 180
Memberships in exchanges:
A. Owned, at

market $ 190

B. Owned, atcost ............

C. Contributed for use of the company, at

MATKEE VAIIE ....vvvvree e

Investment in and receivables from affiliates,

subsidiaries and associated partnerships

Property, furniture, equipment, leasehold
improvements and rights under lease agreements,
at cost-net of accumulated depreciation and

AMOMHZALON .vvvveeeeereeie v eees e rmeenen
L OthEE @SSELS vt secee s enenene
TOTAL ASSETS ...t

PART IIA
N3 L1
Ll
STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS
as of (MM/DD/YY) 12/31/13 99
SECFILEND. 8-51188 98
Consolidated 198
Unconsolidate 199 |
Allowable Non-Aliowable Total
182,835/ 200 $ 182,835 750
295
300 | $ 65,815 550 65,815( 810
355 600 | % 830
418
419
420
424
430 0] 850
440 610 860
460 630 880
470 640 890
650
v 660 900
480 670 910
490 680 |% 920
535 19,255 735 19,255 930
182,835( 540 | $ 85,070 740 | § 267.905| 940
OMIT PENNIES

-15-
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC.

asof 12/31/13

STATEMENT OF FINANCIAL CONDITION FOR NONCARRYING, NONCLEARING AND
CERTAIN OTHER BROKERS OR DEALERS

IABILITIES AND RSHIP

Al Non-A.l
Liabilities Liabilities Liabilities Total
13, Bank 10ans Payable ........c.covveervmrerseermmeessinnennens $ 1045 § 1255]%; $ 1470
14. Payable to brokers or dealers:
A. Clearance account.... . 1114 1315 1560
B. Other ....ccoovveeeceerrerrreens . Yo 1115 1305 1540
15. Payable to NON-CUSIOMENS .....ovcveriviincrsireniaeins 1155 1355 1610
16. Securities sold not yet purchased,
at MArket ValUe ..o s 1360 1620
17. Accounts payable, accrued liabilities,
EXPENSES ANA OET coroeerereeveverssrrsrissssasssssssnens 8,676 [1205 1385] 8,676 [1685
18. Notes and mortgages payable:
A, UNSECUrEd ..o 1210 1690
B, SEOUIEA ..vecvovirrerreereeree v eineeeesemeeeneneneiies 1211}, [1390], 1700
19. E. Liabilities subordinated to claims
of general creditors:
A. Cash bormowings: ....c.cooeveeenniiicinncneiins 1400} 1710
1. from outsiders% $ 970
2. includes equity subordination {15¢3-1 (d??
of... $ 980
B. Securities borrowings, at market value ............ [1410] 1720
from outsiders $ 990 ]
C. Pursuant to secured demand note
collateral agreements ..........cvevenvenierneseneeins 1420 1730
1. from outsiders $ 1000
2. includes equity subordination (15¢3-1(d
of ... $ 1010
D. Exchange memberships contributed for
use of company, at market value .........cccocovvveeee 1430] 1740
E. Accounts and other borrowings not
qualified for net capital purposes .......c...cocvveevnnn. 1220 1440 1750
20. TOTAL LIABILITIES «.ovevevereeeereeriicisnneneens $ 8,676 [1230] $ 1450 $ 8,676 [ 1760
21, 5008 PrOPHBIOTSRID .uvvuevreeeeeieesiecserseeeceririer et sssibs b benss e ssabe bbbt e s IESTUURROONN 8. 1770
22. Partnership (limited partners) Y [1020]) 1780
23. Corporation:
A. Preferred stock 1791
8. Common stock 29,000 | 1792
C. Additional paid=in CaPIAl .......uevrverreeeresersssmesrssecessecessnies ettt 1.375 | 1793
D. RELAINEA BAMINGS ve.oovveoreeeeececsiveressseesssssnss s ssssssssssssssssssssssssossesssessssssssssessssssssssessssssisnns 228,854 1794
[ 1) O OO 259,229
F. Less capital stock in treasury ........... 1796
24, TOTAL OWNERSHIP EQUITY .oevcrrencrrenns 259,229 | 1800
25. TOTAL LIABILITIES AND OWNERSHIP EQUITY ...eovecttieeeeeeesses e s e ssessesecscssstsssssssssssssssssssssssssassasssssasssnsessssssacs 267,905 {1810

OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

BROKER OR DEALER  HERITAGE BENEFITS FINANCIAL SERVICES, INC.

as of 12/31/13

COMPUTATION OF NET CAPITAL

Deduct ownership equity not allowable for Net Capital
Total ownership equity qualified for Net Capitat .............
Add:

B =

Total ownership equity from Statement of Financial CONGIION ......ccviviririiisieccccn e

A. Liabilities subordinated to claims of general creditors allowable in computation of net capital ...

B. Other (deductions) or allowable credits (List)

$ 259,229 3480
A )| 3490
259229  |3500

3520

3525

$ 259,229 3530

5. Total capital and allowable subordinated liabilities
6. Deductions and/or charges:
A. Total non-allowable assets from v
Statement of Financial Condition (NOtes B aNd C) .......cc.vveeerrveenrmrresmmresinnmssssnssssssnsssssnsisnnest 8 85,070 3540
B. Secured demand note dBNQUENCY ....covevrecriernimsuseninisimmsisss e 3590

C. Commodity futures contracts and spot commodities —
proprietary capital charges .........cccccoune

D. Other deductions and/or charges ...............

85,070 )[3620

7. Other additions and/or allowable credits (List) ......... 3630
8. Net capital before haircuts on securities positions 174,159 3640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities commitments 3660
B. Subordinated securities borrowings 3670
C. Trading and investment securities:
1. EXEMPIEA SEOUMLIES Loveeveririirreeerriri et st s 3735
2. Debt seCcurities .......covvreveerernrnne . 3733
3. 0plioNS ooviececi s 3730
4. Other securities .... 3734
D. Undue Concentration .. . 3650
B OHNEE (LISE)  oovevvvvveeeeemnenssrecssueenssessssssssssseesssssasssssssessssssssss s sss s sessssssasses sessssssssssnnssins 3736] ( 0 )| 3740
10, NEE CAPIEAL ..vvveceeerirircririsisin e bbb bbb bbb e e bbb E bt b e b et et et bR e b n bbb sbsb st bt $ 174,159 3750
OMIT PENNIES

-17-
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART I1A

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC.

asof _12/31/13

COMPUTATION OF NET CAPITAL REQUIREMENT

Part A

11. Minimum net capital required (6%,% Of NE 19) ...uuuuriiiieereeisinirsssss s et R s
12. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note (A) et s ae s
13. Net capital requirement (greater 0f N 11 0F 12) ..oviviiieviiiiiii st s
14. Excess net capital (fine 101858 13) ..cvvevininevciniiiiinin

15, EX0ESS N6t CApHal at 1000% (N 10 1858 10% OF 16 18) oo RS 168159 3780

COMPUTATION OF AGGREGATE INDEBTEDNESS

$ 578 [3756]
$ 5.000 3758
$ 5,000 3760

$ 169.159 3770

16. Total A.). liabilities from StAtement Of FINANCIAN COMGION ........ooovceovoreceeserssssssseessssssnssssssssisssrsssssssssssssssssssssssesesssssssssssesssnessies $ 8,676 3790
17. Add:

A, Drafts fOr iMMEAIA1e CrBAIL .....c..ovevivieereeereiieteeeee et eecass st asaees 3 3800]

B. Market value of securities borrowed for which no equivalent value

IS PAIA OF CBAIB .....vvvrvierveceecreeeereemenser s eeceesaseere s s bbb s niss $ 3810

C. Other unrecorded amounts (List) .$ 3820| $ 3830
18. TOUQl AQQIEYALE IMUBDIEUNESS -...vvevvvvessssssssssssassnereesesesessssessesssssssesssesssssssssssssssssssessssssssstsssssssssssss s bbb AR RRRSss 1 100 $ 8,676 3840
19. Percentage of aggregate indebtedness to net capital (line 18 + by ling 10) ................. . % 0.05 3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 15¢3-1(d) %, 3860

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

Part B
21. 2% of combined aggregate debit items as shown in Formuta for Reserve Requirements pursuant to Rule 15¢3-3 N/A

prepared as of the date of the net capital computation including both brokers or dealers and consolidated subsidiaries’ debits.......... $ 3970
22. Minimum dollar net capital requirement of reporting broker or dealer and minimum net capitat requirement of

subsidiaries computed in accordance with Note (A) % 3880
23. Net capital requirement (greater of line 21 or 22) ..... 3760
24, EXCESS CAPHAL (liN8 10 I8SS 23 .uuvuuurereiereeemmeriinciissesiassssanessis s st bbb bR R R 3910
25. Net capital in excess of the greater of:

A. 5% of combined aggregate debit items Or $120,000 .........cccccerrrieimiminiiers e $ 3920

NOTES:

(A) The minimum net capital requirement should be computed by adding the minimum dollar net capital requirement of the reporting broker dealer and, for each

subsidiary to be consolidated, the greater of:
1. Minimum dollar net capital requirement , or
2. 6%,% of aggregate indebtedness or 4% of aggregate debits if alternative method is used.

(B) Do not deduct the value of securities borrowed under subordination agreements or secured demand note covered by subordination agreements not in satisfactory form
and the market values of memberships in exchanges contributed for use of company (contra to item 1740) and partners’ securities which were included in non-allowable

assets.
(C) For reports filed pursuant to paragraph (d) of Rule 17a-5, respondent should provide a list of material non-allowable assets.
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC.

For the period (MMDDYY) fron010113 [3932t0 123113 3933
Number of months included in this statement 12 3931

STATEMENT OF INCOME (LOSS)

REVENUE
1. Commissions:
a. Commissions on transactions in exchange listed equity securities executed on an exchange...........c.ceccecivninns . $ 3935
b. Commissions on listed Option tranSACHONS .....oeeveeueiirrvirereineernii e eerase e v 25 3938
c. Aliother securities COMMISSIONS ....c.vvececrriirvenceriirrie e 3939
d.  TOtal SECUMLIES COMMISSIONS .vuvvevevecereeecterisseressasssseessisssesessesesesses b ss st s s es e b tssaeaessts b E b s b b se b s b s bbb s bbb s R bbb bbb et R s e e s 3940
2. Gains or losses on firm securities trading accounts
a. From market making in options on a national SECUNtieS BXCRANGE ..........ccrvernveiiieiinieeee e e 3945
b.  From all 0ther trading .........ccocoiicminciiecee e v ettt e 3949
. TOM GAIN (I0SS) vuvrereerrmrmcecrrrirrecmeeenrerrsesrssisssss s sas s bbb s eanes . TRV PRTOR O 3950
3. Gains or losses on firm securities investment aCCOUNTS ... 3952
4. Profit (1055) from Underwriting and SEIING GrOUDS ..v.vc.cceueusemsrrrresrmssssssessissssssssesssssssssssssssssssesessssssssssssssssnsssssssssssss s ssssssssssssssnssseess % 559,411 3955
5. Revenue from sale of investment COMPANY SNATES .......cccvveeirirmmerecererniscsii bbb as s 3970
6. COMMOGILIES TEVENUE .....oververirirereenrrrrereesesisisisnss s e sbs bbb stsnsnssssassssssessnas 3990
7. Fees for account supervision, investment advisory and adminiStrative SBIVICES ..........ccceeeeeriecesisns e 3975
B, DHNEITBVENUE ..o ivesereetstseenenesaessss et ssssessesssesse s eesessasesss s s ssmsseserassatbs bbb abs s e R R R R e 0 b A4S E R R AR e R0 s s bt 3995
0. TOMAI TEVEIIUE ... vveeeersrsivvtsenseesesessssssessssesssesssass s ssass e s 4582 88885 RE R8RSR AR bR $ 559,411 4030
EXPENSES
10. Salaries and other employment costs for general partners and voting StoCKhoIder OffiCers ... 60,204 4120
11. Other employee compensation and DENEFItS ... 16,382 4115
12. Commissions paid to other broker-dealers ...........cccovvevervesiininnnnenns 4140
13, INtErESt EXPENSE ...vvivvecrereceririr e . . 4075
a. Includes interest on accounts subject to subordination agreements ..........c.oveeeceeenens . [4070]
14, Regulatory fees and XPENSES .......c.ccuvirivninriiniereessssses s bbbttt a e e bbb 4,875 4195
15, OENEE BXPEMSES ...vvuvervreririrsesseesenieissssenesessessssesses s srest bbb bes bbb s e AR R SRR 844 H 1SR A AR A1 e b s A LRS00 69.993 4100
16, TOTAl EXPEIISES ..vvvevvvvmuunrmssssssessseressssssssessssessssssssssssssassssssesssssssssseessesssssssssss RS RRR AR AR RS R $ 151,454 4200
NET INCOME
17. Income (loss) before Federal income taxes and items below (tem 9 188S HBM 16) ..........cvivmneeinnciniicnissinissisians $ 407,957 4210
18. Provision for Federal income taxes (fOr PAarent ON1Y) ......cecceeerirrriceinieiniiinisss e s %8 4220
19. Equity in earnings (losses) of unconsolidated subsndlanes not included above ................................................................................... 4222
3. After FEderal INCOME tAXES OF ..veevurnrvvrvrvvcvvsssserersssssssssesssssccesssssssssnne [4338]
20. EXtraordinary QAINS (I0SSES) .ecvuuveusersecruersirierssssesiiiiisinisissesisssssssssiesssssssssssbsssssses s ss st s st s ssstas s s s ms b s sas bt es 4224
a.  After Federal inCOme taXeS Of ...cc.cvvrerreevceriiinenniinsesn s . 4239|
21. Cumulative effect of changes in accounting principles 4225
22. Net income (loss) after Federal income taxes and extraordinary HEMS .........cccouueivrimrismmnsrss s issesissersisssssss s ssasssssisisnns $ 407,957 4230
MONTHLY INCOME )
23. Income (current month only) before provision for Federal income taxes and extraordinary ems ..ot $ 4211
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC.

For the period (MMDDYY) from 123113 to 123113

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
(SOLE PROPRIETORSHIP, PARTNERSHIP OR CORPORATION)

1. BalanNCe, DEGINNING Of PEIIOU ..vvvuvvvvvvevesessensiresssssssssssssessssssssssssseeeesssissssssssssssesssssssssss e asssss R RR 000000 $ 54,713 4240
A, NELINCOME (JOSS) vvovvermrreerrrireistrrirsaniiniiress s bbbt 407.957 4250
B. Additions (Includes non-conforming capital of SO O PO RUOUTOUURRRTORRIO 9. 4262 ) 2 559 4260
C. Deductions (Includes non-conforming Capital Of .......ccerriiiseisnnenrninse i $ 4272]) 206.000 4270
2. Balance, end of PEriod (FIOM MBM 1800) ..........cccereeeeesessssmmismmmmmsascoseecessssssssssssssssssssssssssisssssmsssssssssssssssssssssssss s sissssssssssasssssss $ 259,229 [4290

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED
TO CLAIMS OF GENERAL CREDITORS

3. Balance, beginning of period N/A 4300
A, INCreases......ocovevermriirinns 4310

B, DBCIBASES ceeevveveveiriesiesreeeteressssssesaessssasescscassssesebesssssass it i esebebebab e b e s s s arerabasee s enens 4320

4. Balance, end of period (FIOM IBIM 3520) ..ottt sbess s st s $ 4330
OMIT PENNIES
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FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART 1A

BROKER OR DEALER HERITAGE BENEFITS FINANCIAL SERVICES, INC. as of 12/31113

24. If an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check one only)
A, (k)(1) — $2,500 capital category as Per RUIE 15C3-1 ... ssssssss s ssssssssssssssssssssssssssssssses 4550
{

B. (k)(2)(A) — “Special Account for the Exclusive Benefit of customers”™ maintained X 4560
C. (K/(2)(B) — All customer transactions cleared through another broker-dealer on a fully disclosed basis.

Name of clearing firm, [4335] 4570
D. (k)(3) — Exempted by order of the Commission (inClude COPY Of JBHEM) .......cvuuruvrirciiciri s ssbsnnns 4580

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

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

Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net Withdrawal or 1o
(See below Qutsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor {In or Out) Securities) Date (Yes or No)
\ 1 [4600] EDWIN A. DAY 2601 IN 3602 50,000 4603 033114 [z604] NO [7605]
%2 4610 4611 4612 4613] [4614] 4615
%3 4620 4621 4622 4623 ] [4624] 4625
%4 4630 4631 4632 4633] [4634 4635
%5 4640 4641 4642 4643] 4644 4645

Total $% 50,000 4699 ]

OMIT PENNIES

Instructions: Detail Listing must include the total of items maturing during the six month period following the report date, regardless of whether or not the capital contribution is

expected to be renewed. The schedule must also include proposed capital withdrawals scheduled within the six month period following the report date including
the proposed redemption of stock and anticipated accruals which would cause a reduction of Net Capital. These anticipated accruals would include amounts of
bonuses, partners' drawing accounts, taxes, and interest on capital, voluntary contributions to pension or profit sharing plans, etc., which have not been deducted
in the computation of Net Capital, but which you anticipate will be paid within the next six months.

WITHDRAWAL CODE: DESCRIPTIONS
1.
2.
3.

Equity Capital
Subordinated Liabilities
Accruals
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HERITAGE BENEFITS FINANCIAL SERVICES, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
December 31, 2013

NET CAPITAL

Total stockholder's equity qualified for net capital S 259,229

Deductions and/or charges:
Receivable from brokers or dealers, other (85,070)
Net capital S 174,159

AGGREGATE INDEBTEDNESS
Items included in statement of financial condition

Accounts payable $ 5,676
Retirement contributions payable 3,000
Total aggregate indebtedness S 8,676

COMPUTATION OF BASIS NET CAPITAL REQUIREMENT
Minimum net capital required S 578

Minimum dollar net capital required of

reporting broker or dealer S 5,000
Excess net capital $ 169,159
Excess net capital at 1000% S 168,159
Ratio: Aggregate indebtedness to net capital .05 to 1
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HAGELIN & ALLOWAY PS
CERTIFIED PUBLIC ACCOUNTANTS
2200 Sixth Avenue, Suite 430
Seattle, WA 98121-1845

(206) 441-7100
FAX (206) 441-5804

INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

Board of Directors
Heritage Benefits Financial Services, Inc.

In planning and performing our audit of the financial statements of
Heritage Benefits Financial Services, Inc. (the Company) as of and
for the year ended December 31, 2013, in accordance with auditing
standards generally accepted in the United States of America, we
considered the Company's internal control over financial reporting
(internal control) as a basis for designing our auditing procedures
for expressing our opinion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness of the
Company's internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange
Commission, we have made a 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 17a-5(g) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net
capital under Rule 17a-3(a) (11) and for determining compliance with
the exemptive provisions of Rule 15c¢3-3.

Because the Company does not carry securities accounts for customers
or perform custodial functions relating to customer securities, we
did not review the practices and procedures followed by the Company
in any of the following:

1. Making the quarterly securities examinations, counts,
verifications, comparisons and recordation of differences
required by Rule 17a-13.

2. Complying with the requirements for prompt payment for
securities under Section 8 of Federal Reserve Regulation T of
the Board of Governors of the Federal Reserve System.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

(Continued)

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 Commission's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are
to provide management with reasonable, but not absolute assurance
that assets for which the Company has responsibility are safeguarded
against loss from unauthorized use or disposition and that
transactions are executed in accordance with management's
authorization and recorded properly to permit preparation of
financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) 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.

A deficiency in internal control exists when the design or operation
of a control does not allow management or employees, in the normal
course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies,
in internal control, such that there is a reasonable possibility
that a material misstatement of the Company's financial statements
will not be prevented or detected and corrected on a timely basis.

-24-



INDEPENDENT AUDITOR'S REPORT ON INTERNAL
CONTROL REQUIRED BY RULE 17a-5 OF THE
SECURITIES AND EXCHANGE COMMISSION

(Continued)

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 Commission 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 a
material inadequacy for such purposes. Based on this understanding
and on our study, we believe that the Company's practices and
procedures were adequate at December 31, 2013, to meet the
Commission's objectives.

This report is intended solely for the information and use of the
Board of Directors, management, the Securities and Exchange
Commission, the Financial Industry Regulatory Authority and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone
other than these specified parties.

QQ%QW 5 QoD

Seattle, Washington

February 24, 2014
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