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S.R.Snodgrass,A.C.· 2!OOCorporatcDrive,Suite400' Wexford,Pennsylvania 15090-8399' Phone:(724)934-0344' Facsimile:(724)934-0345

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

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 the
assessment of the risks of material misstatement of the fmancial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Company'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 Company's 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.

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.

Auditor's Responsibility

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.

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Allegheny Investments, Ltd.
(the "Company") as of December 31, 2012; the related statement of comprehensive income, changes
in stockholders' equity, and cash flows for the year then ended that are filed pursuant to Rule 17a-5
under the SecuritiesExchangeAct of 1934;and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Board of Directors and Stockholders
Allegheny Investments, Ltd.

INDEPENDENTAUDITOR'S REPORT

.SNODGRASS
CERTfTlEr) PUBl.IC ACC()FNT,\"iTS
ANI) COSSULTAN'rS



VVexford,Pennsylvania
February 27,2013

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The information contained in Schedules I, II, III, and IV 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 relates directly to the underlying accounting
and other records used to prepare the financial statements. The information in Schedules I, II, III, and
IV 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 fmancial
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 I, II,
III, and IV is fairly stated in all material respects in relation to the financial statements as a whole.

Other Matter

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Allegheny Investments, Ltd. as of December 31, 2012, 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.

•
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The accompanying notes are an integral part of the fmancial statements.

$ ==3::::!:,3=:3:::::8,=69=6=
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

2,170,444Total stockholders' equity

116,430
2,034,695

(14,431)

33,750

STOCKHOLDERS' EQUITY
Common stock - voting; no par value; 25,000
shares authorized; 1,320 shares issued and
1,254 shares outstanding

Class N non-voting stock; no par value;
25,000 shares authorized; none issued and outstanding

Paid-in capital
Retained earnings
Treasury stock, 66 shares at cost

1,1682252Total liabilities

920,916
2472336

$
LIABILITIES

Commissions payable
Accrued expenses

LIABILITIES AND STOCKHOLDERS' EQUITY

$ 596,528
50,000

1,177,017
1,219,334
125,871
2,918

1672028

$ 3,338;696Total assets

Cash and cash equivalents
Broker deposit
Trading securities, net
Receivables, net
Accounts receivable - related party
Furniture and fixtures - net of accumulated depreciation of $194,481
Prepaid expenses

ASSETS

ALLEGHENY INVESTMENTS, LTD.
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2012
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Commissions ~ Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur.

Advertising Costs - The Company's policy is to expense advertising costs in the year in which they occur.
Advertising expense for the year ended December 31,2012, amounted to $152,166.

Receivables - Receivables primarily consist of revenue due to the Company being a distributor for various
investment and insurance products. The Company has reviewed the accounts receivable, and management
considers the balance at year-end to be substantially collectible.

Concentrations of Credit Risk - The Company's principal activities include sales of securities, real estate
partnerships, annuities, and insurance contractswith the majority of the clients located in the western Pennsylvania
area. The Company maintains its cash in bank deposit accounts which, at times, may exceed federally insured
limits. The Companyhas not experienced any losses in such accounts. The Company believes it is not exposed to
any significant credit risk on cash and cash equivalents.

Cash Flows - For purposes of the Statement of Cash Flows, the Company considers highly liquid investments,
purchased with original maturities of three months or less that are not held for sale in the ordinary course of
business, to be cash equivalents.

Depreciation expense for the year ended December 31, 2012, amounted to $3,449.

Furniture and fixtures

Economic Lives/
Recovery Period·

3 - 10 years

Assets

Assets and their economic lives or recovery period are as follows:

Depreciation - Depreciation is calculated using straight-line and various accelerated methods over the useful lives
of the assets.

Furniture and Fixtures- Furniture and fixtures are carried at cost. Maintenance and repairs are charged to expense
as incurred. Upon sale or retirement, the related cost and accumulated depreciation are removed from the accounts
and any gain or loss is recognized.

Investments - Investments in equity securities that have readily determinable fair values are classified and
accounted for as trading securities. Realized and unrealized gains and losses on trading securities are included in
other income.

Use of Estimates - The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets and
.liabilitiesand 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.

Nature of Operations - Allegheny Investments, Ltd. (the "Company") is a full-service broker dealer firm, offering
access to a wide range offmancial products and services, and specializing in consumer-oriented financial planning.

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

ALLEGHENY INVESTMENTS, LTD.
NOTES TO THE FINANCIAL STATEMENTS
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The Company and an affiliated corporation have entered into a seven-year and five-month lease for the facilities
they currently occupy. The total monthly rental is $0 for the first five months; $29,304 for the next three and a half
years; and $30,847 for the remaining three and half years. The Company's portion of these rental payments is $0
for the first five months; $19,103 for the next three and half years; and $20,109 for the remaining three and a half
years. During 2007, the Company and an affiliated company entered into an additional lease agreement for office
space on an additional floor of the facility that they currently occupy. The total monthly rental for the additional
space is $0 for the first two months; $8,691 for the next 22 months; and $9,148 for the remaining 41 months. The
Company's portion of these rental payments is $0 for the first two months, $5,666 for the next 22 months and
$5,964 for the remaining 41 months.

7. OPERATINGLEASES .

The Company has a receivable of $125,871 from an affiliated corporation for various expenses that have been
allocated between the corporations based on calculations.

6. RELATED-PARTYTRANSACTIONS

The Company is involved in a joint profit sharing plan under Section 401(k) of the Internal Revenue Code with the
other member of its controlled group, All full-time employees are eligible for the plan, regardless.of age or years
of service. The Company's allocated contribution was approximately $155,164 to the plan during the year ended
December 31,2012.

5. PROFIT SHARINGPLAN

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB ASC 740, Income
Taxes. Under that guidance, the Company assesses the likelihood, 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 a change. There is currently no liability for uncertain tax positions and no known
unrecognized tax benefits. The Company's federal and state income tax returns for taxable years ending prior to
2009 are closed for purposes of examination by the Internal Revenue Service and state taxing authorities.

The Company, with the consent of its stockholders, has elected to have its income taxed as an S Corporationunder
Section 1372 of the Internal Revenue Code, which provides that in lieu of corporate income taxes, the stockholders
are taxed on their proportionate share of the.Company's taxable income. Therefore, no provision or liability for
federal or state income taxes is included in these financial statements.

4. INCOME TAXES

The Company has cash of approximately $50,000, which has been segregated in a special reserve account for the
benefit of customersunder Rule 15c3-3 of the Securities and Exchange Commission.

3. CASHRESERVE

Trading securities gains included in earnings as of December 31, 2012, include $18,658 of dividends and $8,079
related to the change in unrealized gains for assets held at December 31, 2012.

$ ===:::::!1,=17::::7:!:::,0=17=Total

1,169,520
7,497

$Mutual funds - municipals
Other investments

2012

Investment securities have been classified according to management's intent. A summary of investments classified
as trading at December 31, 2012, is as follows:

2. INVESTMENTS
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The following disclosures show the hierarchal disclosure framework associated with the level of pricing
observations utilized in measuring assets and liabilities at fair value. The three broad levels are defined as follows:

11. FAIR VALUESOF FINANCIAL INSTRUMENTS

The Company is subject to legal proceedings and claims which have arisen in the ordinary course of its business
and have not been fully adjudicated. These actions, when finally concluded and determined, will not, in the
opinion of management, have a material adverse effect upon the financial position of the Company.

10. LITIGATION

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rules (Rule 15c3-1),
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net
capital shall not exceed 15 to 1. At December 31, 2012, the Company had net capital of $1,293,650 which was
$1,043,650 in excess of its required net capital of $250,000. The Company's net capital ratio was .90 to 1.

9. NET CAPITALREQUIREMENTS

The stockholdersof the Company entered into an agreement stipulating, among other things, the terms under which
the Company's stock can be sold or transferred. The agreement provides that ownership of the Company will be
determined by the cumulative gross revenues produced for the Company by each revenue producer at a price
determined in accordance with the agreement. ' The agreement also requires that the Company redeem the shares
owned by a stockholder upon death, disability, or retirement if those shares are not purchased by any of the other
stockholders.

8. STOCKHOLDERS' EQUITY

Rental expense ~ounted to $337,587 for the ye~ ended December 31,2012.

327,663
330,621
330,621
343,741
346,365'

1,490,417

$2013
2014
2015
2016
2017

Thereafter

AmountYear Ended

The following is a schedule of future minimum rental payments required under the above leases as of
December 31, 2012:

The Company and an affiliated corporation have entered into a nine-year lease for the facilities they currently
occupy. The first payment on this lease agreement will commence in March of 2013. The total monthly rental is
$42,257 for the first three years; $44,269 for the next three years; and $46,282 for the remaining three years. The
Company's portion of these rental payments is $27,552 for the first three years; $28,864 for the next three years;
and $30,176 for the remaining three years.

7. OPERATING LEASES (Continued)
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As certain assets such as furniture and equipment are not considered financial instruments, the estimated fair value
of financial instruments would not represent the full value of the Company. Cash and cash equivalents, broker
deposit, investments, trading and receivables would be considered financial instruments. At December 31, 2012,
the carrying amount of all financial instruments approximates fair value. Inaddition, the Company is obligated for
the delivery of financial instruments that are not included on the accompanying Statement of Financial Condition.
The fair value of these financial instruments approximates the commitment amount, as disclosed in Note 12, to
deliver these financial instruments.

Financial instruments are defined as cash, evidence of ownership interest in an entity, or a contract that creates an
obligation or right to receive or deliver cash or another financial instrument from or to a second entity on
potentially favorable or unfavorable terms. Fair value is defined as the amount at which a financial instrument
could be exchanged in a current transaction between willing parties other than in a forced liquidation or sale. If a
quotedmarket price is available for a financial instrument, the estimated fair value would be calculated based upon
the market price per trading unit of the instrument.

Fair value is defined as the amount at which a financial instrument could be exchanged in a current transaction
between willing parties other than in a forced or liquidation sale. Ifa quoted market price is available for a
financial instrument, the estimated fair value would be calculated based upon the market price per trading unit of
the instrument..Trading investment securities are valued based upon quotedmarket prices.

December 31, 2012
Level I Levelll Level III Total

Assets:
Investments,trading $ 111771017 $ $ $ 11177,017

Total $ 111771017 $ $ $ 11177,017

The following tables present the assets reported on the Statement of Financial Condition at their fair value as of
December 31,2012, by level within the fair value hierarchy. Financial assets and liabilities are classified in their
entirety based on the lowest level of input that is significant to the fair value measurement.

This hierarchy requires the use of observablemarket data when available.

Valuations derived from valuation techniques in which one or more significant inputs or significant
value drivers are unobservable.

Level III:

Pricing inputs are other than the quoted prices in active markets, which are either directly or
indirectly observable as of the reported date. The nature of these assets and liabilities includes items
for which quoted prices are available but traded less frequently and items that are fair-valued using
other financial instruments, the parameters of which can be directly observed.

Level II:

Quotedprices are available in active markets for identical assets or liabilities as of the reported date.Level I:

11. FAIR VALUES OF FINANCIAL INSTRUMENTS (Continued)
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Management has reviewed events occurring through February 27, 2013, the date the financial statements were
issued, and no other subsequent events occurred requiring accrual or disclosure.

13. SUBSEQUENT EVENTS

In accordance with industry practice, the Company records clients' transactions on a trade date basis with
settlement dates that generally can occur up to 30 days subsequent to the trade date. The Company is, therefore,
exposed to risk of loss on these transactions in the event of the client's or broker's inability to meet other terms of
their contracts, in which case the Company may have to purchase or sell financial instruments at prevailing market
prices. The exposure to loss would be the difference in market prices between the date the financial instrument
was traded and the date the financial instrument was ultimately disposed. At December 31, 2012, the Company
had unsettled transactions of approximately $3,874,232.

12. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK
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