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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Carlile and Company, Certified Public Accountants
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OATH OR AFFIRMATION

1, B. Forrest Thompson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
American Heritage Church Finance, Inc. 4 as

»

of September 30 ,2003 , 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:

Ny

man
f’ﬂmhMm “Signature
3 fMyComnusslonDD'lm
o'n®  Expires June 14, 2008 fog ) 01//44/
7T Tile

Notary Public

This report ** contains (check all applicable boxes):

(a) Facing Page. A

(b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{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.

(J) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

@ (1) An Oath or Affirmation.

O (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

B 03 00 B el ol 4 (4 LA Bl

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CARLILE AND COMPANY

Certploc! Sicblls Aoccountunts

861 WEST MORSE BOULEVARD, SUITE 1
WINTER PARK, FLORIDA 32789

(407) 847-1722

Independent Auditor’s Report

Board of Directors
American Heritage Church Finance, Inc.
Orlando, Florida

We have audited the accompanying balance sheet of American Heritage
Church Finance, Inc. as of September 30, 2003, and the related
statements of income, changes in stockholders’ equity, changes in
liabilities subordinated to claims of general creditors, and cash
flows for the year then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility 1is
to express an opinion on these financial statements based on our
audit.

We conducted our audit in accordance with generally accepted
auditing standards. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatements. An audit
includes examining, on a 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 a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of
American Heritage Church Finance, Inc. as of September 30, 2003,
and the results of its operations and its cash flows for the year
then ended in conformity with generally accepted accounting
principles.




Our audit was made for the purpose of forming an opinion on the
basic financial statements taken as a whole. The information
contained in the accompanying schedule, Computation of Net Capital,
is presented for the purposes of additional analysis and is not a
required part of the Dbasic financial statements, but is
supplementary information required by Rule 17-A5 of the Securities
and Exchange Commission. Such information has been subjected to the
auditing procedures applied in the examination of the basic
financial statements and, in our opinion, is fairly stated in all
material respects in relation to the basic financial statements
taken as a whole,

Y2’ &

November 13, 2003

CARLILE AND COMPANY ~ CERTIFIED PUBLIC ACCOUNTANTS




AMERICAN HERITAGE CHURCH FINANCE, INC.
BALANCE SHEET
SEPTEMBER 30, 2003

ASSETS
Current assets
Cash in bank $ 250,681
Certificates of deposit 28,649
Fees receivable 42,273
Total current assets 321,603
Office furniture and equipment S 55,287
Less accumulated depreciation 40,771
14,516
Deferred income taxes benefit (Note 3) 1,377
$_ 337,496
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities
Accounts payable $ 4,770
Accrued expenses 43,938
Income taxes payable ' 1,446
Total current liabilities 50,154
Stockholder’s equity
Common stock, $.05 par value,
authorized, issued and
outstanding 10,000 shares S 500
Capital in excess of par 16,571
Retained earnings ' 270,271
‘ 287,342
$ 337,496
Read notes to financial statements 3
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AMERICAN HERITAGE CHURCH FINANCE, INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED SEPTEMBER 30, 2003

Revenues
Bond administration fees $ 697,332
Bond commission fees 1,185,040
Other income, interest 633
Total revenues 1,883,005
Expenses
Salaries $ 108,160
Commissions 1,041,755
Professional fees 9,910
Administrative fee 408,000
Advertising and marketing 8,323
Automobile 2,635
Printing _ 6,941
Depreciation 7,536
Licenses and compliance 60,576
Dues and fees 1,283
Travel and entertainment 16,131
Rent 26,186
Office 10,990
Telephone : 32,681
Insurance 2,398
Postage 20,900
Equipment rental 17,585
Payroll taxes 20,566
Employee benefits 11,504
Total expenses 1,814,060
Income before taxes on income 68,945
Taxes on income (Notes 1 and 3) 15,703

Net income S 53,242

Read notes to financial statements 4
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AMERICAN HERITAGE CHURCH FINANCE, INC.

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30,

Cash flcws from operating activities

Net income

Adjustments to reconcile net income
to net cash provided by
operating activities

Depreciation

Decrease
Decrease
Decrease
Decrease
Decrease

in
in
in
in
in

fees receivable
accounts payable
deferred tax benefit
accrued expenses
income tax payable

Total adjustments

Net cash provided by
operating activities

Cash flows required by investing activities
Purchase of office furniture and equipment

Net increase in cash

Cash, beginning of year

Cash, end of year

Supplemental disclosures

Income taxes paid

Interest paid

2003

7,536

19,267
1,382)

897
22,542)

5,520)

Read notes to financial statements
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$

53,242

( 1,744)

51,498

( 2,823)
48,675
230, 655

$__ 279,330

$ 20,326

$ NONE




AMERICAN HERITAGE CHURCH FINANCE, INC.
STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEAR ENDED SEPTEMBER 30, 2003

Balance,
October 1, 2002

Add net income
for the year

Balance,
September 30, 2003

Common Stock

Capital in
Number of Excess Retained
Shares Amount of Par Earnings

10,000 s 500 $ 16,571 $217,029

53,242

10,000 s 500 $_16,571 $270,271

Read notes to financial statements o
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AMERICAN HERITAGE CHURCH FINANCE, INC.
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

Subordinated liabilities at
October 1, 2002 $

Increases

Decreases

Subordinated liabilities at
September 30, 2003 S

Read notes to financial statements
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AMERICAN HERITAGE CHURCH FINANCE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

1. Summary of significant accounting policies

ORGANIZATION

The Company was incorporated on January 30, 1984 under the
laws of the State of Florida as a broker-dealer of
securities. The Company administers church bond based loan
programs and assists in bond sales on commission basis, as
necessary.

REVENUES AND COST RECOGNITION

Bond administration fees are recognized at the point when
minimum bond programs subscriptions are met. All other
revenues and expenses are accounted for using the accrual
method of accounting which recognizes revenues when earned
and expenses when incurred.

STATUTORY REPORTING

The Company files quarterly FOCUS reports with the SEC as
required under SEC rule 17A-5, using Form X-17A-5, Part
11A.

The Company complies with the exemption under SEC rule
15¢3-3 from filing a determination of reserve requirements
and information relating to possession and control. This
exemption is available since the Company does not put at
risk any customer funds or securities.

OFFICE FURNITURE, EQUIPMENT AND DEPRECIATION
Additions to office furniture and equipment are recorded

at cost. Depreciation is provided using the straight-line
method over estimated useful lives of 5 to 7 years.

CARLILE AND COMPANY - CERTIFIED PUBLIC ACCOUNTANTS



AMERICAN HERITAGE CHURCH FINANCE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

INCOME TAXES

The Company follows the cash basis of accounting for
income tax purposes which recognizes revenues when
received rather than earned, and expenses when paid rather
than when incurred (see Note 3).

USE OF ESTIMATES

The preparation of financial statements in conformity with
generally accepted accounting principles requires
management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

2. Related Party Transactions

The Company’s sole stockholder is also the sole
stockholder of American Heritage Institutional Services,
Inc. The Company shares offices, employees and expenses
with this corporation and provides services to some of the
same customers.

Payments to this related company were:

Administrative fee $_ 408,000
Equipment rental $ 4,000

The Company leases office space from its sole shareholder
for $25,560 annually.

CARLILE AND COMPANY - CERTIFIED PUBLIC ACCOUNTANTS
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4.

5.

AMERICAN HERITAGE CHURCH FINANCE, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2003

Deferred income taxes

The Company records deferred income taxes resulting from
the timing differences in the recognition of revenues and
expenses for financial statement and income tax purposes

(see Note 1). The components of taxes on income are as
follows:
Current $ 14,806
Deferred 897
Total S 15,703

Liabilities Subordinated to Claims of General Creditors

The Company had no liabilities subordinated to claims of
genexral creditors at September 30, 2003.

NASD Compliance Review

During the current fiscal vyear, the NASD completed a
review of the Company’s compliance with NASD Rules of
Conduct. As a result of this review, the NASD presented
findings and alleged rule violations to the Company.

The Company waived its rights to a formal comﬁlaint and
appeals and pursuant to the NASD Code of Procedure,
submitted a Letter of Acceptance, Waiver and Consent
("AWC”) for the purpose of proposing a settlement of the
alleged rule violations stated by the NASD. This “AWC”
was accepted and a monetary sanction of $40,000 was
imposed and paid by the Company in July 2003. The
President was also suspended for 90 calendar days.

10
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AMERICAN HERITAGE CHURCH FINANCE, INC.
SUPPLEMENTARY INFORMATION
PURSUANT TO RULE 17A-5 OF THE SECURITIES EXCHANGE ACT OF 1934

AS OF SEPTEMBER 30, 2003

CARLILE AND COMPANY - CERTIFIED PUBLIC ACCOUNTANTS
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AMERICAN HERITAGE CHURCH FINANCE, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15c¢c-3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
AS OF SEPTEMBER 30, 2003

Total stockholders’ equity qualified for
net capital $ 287,342

Add: Liabilities subordinated to claims of
general creditors allowable in compu-
tation of net capital -0-

Other deductions or allowable credits -0-

Total capital and allowable subordinated
liabilities 287,342

Deductions and/or charges
Non-allowable assets:

Fees receivable S 42,273

Net office furniture and equipment 14,516

Deferred income tax benefit 1,377
( 58,166)

Net capital before haircuts on

securities positions 229,176
Haircuts on securities 70
Net capital 229,106
Less required capital 5,000
Excess net capital $_ 224,106
Aggregate indebtedness $ 50,154
Net capital $ 229,106
Ratio: Aggregate indebtedness to net capital .218912
11
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AMERICAN HERITAGE CHURCH FINANCE, INC.
RECONCILIATION WITH COMPANY’S COMPUTATION
AS OF SEPTEMBER 30, 2003

Net capital, as reported in Company’s Part II
(Unaudited) FOCUS Report $

Net audit adjustments

Net capital (audited) per page 11

CARLILE AND COMPANY + CERTIFIED PUBLIC ACCOUNTANTS

193,310

35,796

$__ 229,106
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CARLILE AND COMPANY

861 WesT MORSE BOULEVARD, SUITE 1
WINTER PARK, FLORIDA 32789

(407) 647-1722

November 13, 2003

Board of Directors
American Heritage Church Finance, Inc.
Orlando, Florida

We have audited the financial statements of American Heritage
Church Finance, Inc. for the year ended September 30, 2003 and have
issued our report thereon dated November 13, 2003. As part of our
audit, we made a study and evaluation of the Company’s systems of
internal accounting control (which included the procedures for
safeguarding securities) to the extent we considered necessary to
evaluate the system as required by generally accepted auditing
standards. The purpose of our study and evaluation, which included
obtaining an understanding of the accounting system, was to
determine the nature, timing and extent of the auditing procedures
necessary for expressing an opinion on the financial statements.

We also made a study of the practices and procedures followed by
the Company in making the periodic computations of aggregate
indebtedness and net capital under rule 17a-3(a) (11) and the
procedures for determining compliance with the exempt provisions of
rule 15¢3-3. We did not review the practices and procedures
followed by the Company in making the quarterly securities
examinations, counts, verifications and comparisocons, and the
recording of differences required by rule 17a-13 or in complying
with the requirements for prompt payment for securities under
section 8 of Regulation T of the Board of Governors of the Federal
Reserve System, Dbecause the Company does not carry security
accounts for customers or perform custodial functions relating to
customer securities.

The management of the Company 1s responsible for establishing and
maintaining a system of internal accounting 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 control procedures 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. The objectives of a system
and 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 the preparation of financial statements in accordance
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 any internal accounting control
system or the practices and procedures referred to above, errors or
irregularities may nevertheless occur and not be detected. Also,
projection of any evaluation of them to future periods is subject
to risk and that they may become inadequate because of changes in
conditions or that the degree of compliance with them may
deteriorate.

Our study and evaluation made for the limited purpose described in
the first paragraph would not necessarily disclose all material
weaknesses in the system. Accordingly, we do not express an opinion
on the system of internal accounting control of Bmerican Heritage
Church Finance, Inc. taken as a whole. However, our study and
evaluation disclosed no condition that we believed to be a material
weakness.

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 purpose 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 September 30, 2003, to meet the
Commission’s objectives.

This report is intended solely for the use of management and the
Securities and Exchange Commission of the United States of America
and the states in which the Company does business and should not be
used for any other purpose.

Gt 2

CARLILE AND COMPANY
Certified Public Accountants
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