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OATH OR AFFIRMATION

1, Kathleen T. Cheevers , Swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
vCheevers & Company ‘ , as

of December 31 ‘ ,20 04 , 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: i

None

J %
) //)/'7 = /f
Kooite (et ——
Sworn and subscribed to me on the - g — &

day of February, 2005. Signature

President

Title

Notary Public

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

@ (a) Facing Page. '

[H (b) Statement of Financial Condition.

(¢) Statement of Income (Loss).

I (d) Statement of Ehzrgsk WKRERECHPCoaHE. Cash Flows.

@ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

[0 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

& (i) Information Relating to the Possession or Control Reéquirements Under Rule 15¢3-3.

O (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.

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

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

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Accountants and Auditors
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(312) 939-8739
INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Cheevers & Company
Chicago, Illinois 60605

I have audited the accompanying statement of financial condition of Cheevers & Company as
of December 31, 2004, and the related statements of income, changes in stockholder’s equity
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the
Securities Exchange Act of 1934. These financial statements are the responsibility of the
Company’s management. My responsibility is to express an opinion on these financial
statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that I plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
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. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Cheevers & Company as of December 31, 2004, and the results of its
operations and cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

My audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in my opinion, is fairly stated in all material
respects in relation to the basic financial statements taken as a whole.

Certlﬁe -; Pubhc Acc

0
Chicago, Hlinois
February 23, 2005




CHEEVERS & COMPANY

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2004

ASSETS -

Cash

Receivables from broker/dealers

Securities owned, at market value

Deposits with brokers

Exchange membership, at cost-
(Market value $19,000)

Other assets

Total assets

LIABILITIES AND STOCKHOLDER’S EQUITY

Liabilities
Accounts payable and accrued expenses
Stockholder’s Equity

Common stock, no par value; authorized
10,000 shares; issued and outstanding

5,000 shares $ 5,000
Additional paid in capital 240,211
Retained earnings 2.083.492

Total stockholder’s equity

Total liabilities and stockholder’s equity

$ 1,515,163
635,880
405,597

81,623

36,000

3.111

$ 2677374

$ 348,671

2.328.703

$ 2677374

The accompanying notes to the financial statements are an integral part of this statement.




CHEEVERS & COMPANY
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2004

Revenue
Floor brokerage $ 4,282,851
Net trading (3,246)
Interest and dividends ' 24,331
Total revenue | $ 4,303,936
Expenses
Compensation and related expenses 1,724,788
Clearing and execution charges 43,258
Communications 7,889
Other operating expenses 296.775
Total expenses 2.072.710
Net income $ 2231226

The accompanying notes to the financial statements are an integral part of this statement.




CHEEVERS & COMPANY
STATEMENT OF CHANGES IN STOCKHOLDER'’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2004

Additional Total
Common Paid In Retained Stockholder’s
Stock  Capital Earnings Equity
Balance, January 1, 2004 $ 5,000 §$ 240211 $ 1,377,836 $ 1,623,047
Net income 2,231,226 2,231,226
Dividends paid (1.525,570) _(1.525.570)

Balance, December 31, 2004 $ 5000 $ 240211 $ 2083492 §$ 2328703

The accompanying notes to the financial statements are an integral part of this statement.




CHEEVERS & COMPANY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2004

Cash Flows From (Used) In Operating Activities:

Net income $2,231,226

Changes in assets and liabilities: ,
Receivables from broker/dealers 52,598
Deposits with brokers 10,382
Other assets 1,213
Accounts payable and accrued expenses 116,818

Net cash from (used) in operating

Activities $ 2412237
Cash Flows From (To) Investing Activities:
Increase in securities owned (12.249)
Net cash from (to) investing
Activities . (12,249)
Cash Flows From (To) Financing Activities:
Payment of shareholder’s dividends (1,525.570)
Net cash from (to) financing activities (1,525,570)
Net increase (decrease) in cash ' 874,418
Cash at beginning of year , 640.745
Cash at end of year $ 1515163

Supplemental Information:
The following cash amounts were paid
during the year ended December 31, 2004 for
Income taxes $ -0-
Interest expense  $§ -0-

The accompanying notes to the financial statements are an integral part of this statement.



CHEEVERS & COMPANY
NOTES TO FINANCIAL STATEMENTS
- DECEMBER 31, 2004

49 Summary of Significant Accounting Policies

The Company was incorporated under the laws of the State of Illinois on December
27, 1993. The Company is registered with the Securities and Exchange Commission and is a
member of the National Association of Securities Dealers, Inc. The Company’s principal
business is providing floor execution on the Chicago Stock Exchange. Operations commenced

during June, 1994.

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements, as well as the

reported amounts of revenues and expenses during the reporting period. Actual results could
differ from these estimates.

Brokerage income is earned and recorded on the settlement date of the transaction.
Securities owned are valued at quoted market prices consistent with industry practice.

Property and equipment are stated at cost and depreciated using the straight line and
accelerated method over the estimated useful lives of the assets.

For purposes of the statement of cash flows, the Company considers all cash on hand,
amounts due from banks and short-term investments to be cash equivalents.

(2)  Net Capital Requirements

The company is subject to the Securities and Exchange Commission Uniform Net
Capital Rule (Rule 15¢3-1). Under this rule, the Company is required to maintain “net capital”
equivalent to $100,000 or 6 2/3% of “aggregate indebtedness”, whichever is greater, as these
terms are defined.

Net capital and aggregate indebtedness change from day to day, but at December 31,

2004, the Company had net capital and net capital requirements of $1,936,141 and $100,000,
respectively. The net capital rule may effectively restrict the payment of cash dividends.

3) S Corporation Election

The Company has elected S Corporation status for federal income tax purposes.
Income taxes are therefore the responsibility of the Company’s sole stockholder.



CHEEVERS & COMPANY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004

4) Securities Owned

Marketable securities owned consists of trading and investment securities at quoted
market values, as illustrated below:

_ Owned

Corporate domestic common stocks-
at market $ 7,982
Money Market Investment 72,435
Corporate bonds 25,260
Municipal bonds : 299.920
Total $ 405597

(5) Retirement Plan

The Company has a profit sharing plan (defined contribution) retirement plan covering
all employees with one year of service. The amount of contributions to the plan is determined
annually by the Board of Directors, and may vary from zero to fifteen percent of covered
compensation. :

Contributions to the plan were $179,368 for the year ended December 31, 2004. This
amount is reflected in accrued expenses at December 31, 2004.

6) Subsequent Event

The Company owned a membership on the Chicago Stock Exchange as of December
31, 2004. Effective February 9, 2005, pursuant with the approval of the SEC, the Exchange
has undergone demutualization. As a result, each member will receive 1,000 shares of CHX
Holdings, Inc. and a trading permit which will initially cost $6,000 per year. The members
will own 100% of the common stock of CHX Holdings, Inc.



SUPPLEMENTARY SCHEDULES




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA
BROKER OR DEALER Cheevers ' & Company as of 12/3 ]. /04
COMPUTATION QF NET CAPITAL
1. Total ownership equity from Statement 0f FINZNCIAI CONMIION wuuvvuunsvevruussrsssssesmmssssesimsssmsssrasmmemssresssssrasssensssssssssssssssssssssssssssssstsess $ 2,328,703 [3480
2. Deduct ownership equity not allowable for Net CAPILAL .......covrireeniiesie st e censsesssssstssstesbiss bt srssssssssssnnasisnsansssonsassanes % { 3430
3. Total ownership equity QUALITIed fOr NEt CAPIE] ...c.vvvivivmsessssnsssrsemsissrssssssssssssssstsss s ssssosssssstsssassssmsasssssssisasissss essasssssosssstos 2,328,703 [3500
4. Add:
A. Liabilities subordinated to claims of general creditors allowable in computation of REt CAPHAl..crverrieermriminercerssesenserersssesee 3520
B. Other (deductions) or allowable Credits (LISt} ..mmemnmerimmemsiosmssssissserinsesssensssasessssssssssnsens 3525
5. Total capital and allowable SUDOTAINGLET [FADITIES ...ccoovuvrsrrervesmsessssiimimmsessnss s isssnrsssasssssssstsmsissssssssesssbsssssesss s s s snsas s st $ 2,328,703 |3530
6. Deductions and/or charges:
A, Total non-aliowable assets from . ‘
Statemnent of Financial Condition (NOLS B 81 C) uvvvvvvvercveessersssssssaneosessesassisssssmssssanesd i$ 365,670  [3540
B. Secured demand NOE GEIINGUBNCY c.ucvvreuciiecnsiemnenrssrmssssesesssssnsssssasssssssesesssssessssssssessassssasssens | 3590
C. Commodity futures contracts and spot commodities -
proprietary capital charges ............... 3600
D. Other deductions and/0r CRAIGES .......vussemsisessessemsssssmsmssssessanenss 3610]  ( 365,670)(3620
7. Other additions and/or allowable CTEGIS (LISE) ......eveeicesmisierisccsinisermseses s snssesesssasssscsosesessesssesssseseassensssnssssssesssssssessssssassssnns 3630
8. Net capital before haircuts on securities positions 208 1,963,033 [3640
9. Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)):
A. Contractual securities commitments w$ ] 3660
B. Subordinated SECUNLES DOITOWINGS .....cvvvrvervsuserermescsnrisissnrsssnssssessinsssssencsmsssssssssesessessssssanns 1 3670
C. Trading and investment securities:
1. Exempted securities 3735
2. DebtSECUIHES ..c.ovvernrecrmremrenmerseesrseninsereneees 3733
3. OPHONS weocvvereesnrrressssemesasesernnsens 3730
4. Other SBCURMES ....cvvuvncere s esncescnrssessicsens 26,892 3734
D. Undug CONCENIration .......cc..vevcrmemmrmsenssvesereserenssesaneen: 3650
B OMher (LIS wooveeoresmmusrsmemssnmmsmmmmssssssesinmssmsssssssessessusasasssssssssrssssasnanias 3736] { 26,892 )[3740]
10, N CAPHE! .ov.vvesvsesssesessesssssssssssesssntsses s ssso s s s s s st $_ 1,936,141 375

There are no -material modifications between the above
audited net capital computation and the Company's
unaudited filing.

See Auditor's Report.

OMIT PENNIES

SEC 1696 (02-03) 7 of 16



FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART Il1A

BROKER OR DEALER Cheevers & Company asof 12/31/04

COMPUTATION OF NET CAPITAL REQUIREMENT

PartA

11, Minimum net capital requIred (6%,% 0F N8 19) wvcuvummuescvreucmsesinorumsessmesssesesssesemsesesssamsassss masessssssssssssssss asssssscs sasesess reseseteseenees $ 23,245 [3756
12. Minimum doftar net capital requirement of reporting broker or dealer and minimum net capital requirement

of subsidiaries computed in accordance with Note (A) wueuerninnne 100,000 13758
13. Net capital requirement (greater of line 11 or 12) ........ 00,000 J3780
14. Excess net capital (line 10 less 13) 1,836,141 ]3770
15. Excess net capital at 1000% (lNe 101855 10% OF (118 13) vovvvorurveveccrsomersimencsesressessnssiscorsssssmssesesesessmsses sssssesesssvessssaressresnsosios o 1,901,274 13780

COMPUTATION OF AGGREGATE INDEBTEDNESS

16. Total A.L. ffabilities from Statement of FINANCIAI CONGIION cuuserevvvvesmmsssmmeeervasscssmansescrrmmmmsssesaresss $ 348,671 [3730]
17. Add:

A. Drafts for immediate credit wesensearssisesenisensssesones 21 [3800]

B. Market value of securities borrowed for whlch no equwalent value

is paid or credited SOOI 3810

C. Other unrecorded AMOUNES (LISE) v..uuurvvusevsrsvensusnseesmescannsesssssssrssssssssssssssons sssssssssssssassrsesensesasen $ 3820 $ 3830
18. Total aggregate INEBIEANESS ... occvvvucrrereersrisesseimsessesseessasassssneeesesssssesenssessssssessaisssssecsisenss U 348,671 {3840
19. Percentage of aggregate indebtedness to net capital (line 18 =+ by ling 10) ...vvevrverveeeeen o % 18 {3850
20. Percentage of debt to debt-equity total computed in accordance with Rule 1563-1{d) ...eceecrrrrrnrcrccnccmmnrersnene % ) 3880

COMPUTATION OF ALTERNATE NET CAPITAL REQUIREMENT

~ PartB

21, 2% of combined aggregate debit items as shown in Formula for Reserve Requiréments pursuant to Rule 15¢3-3
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 capital requirement of

subsidiaries computed in accordance with Note (A)....... 3880
23. Net capital requirement (greater of line 21 or 22) ......... 3760
24, Excess capital (ling 101858 23).rvcmmrvnrmessinssscsonssisnarisnnsesiscasans 3910
25. Net capital in excess of the greater of:

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

There are no material modifications between the above

NOTES audited computations and the Company's unaudited filing.

(A} The minimum net capital requirement shoufd be compurted by adding the minimum dolfar net capital requirement of the reporting broker deafer 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 altemative method is used.

() 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 shou(d provide a list of material non-aflowable assets.

See Auditor's Report.

SEC 1696 (02-03) 9 of 16




FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT
PART IIA

BROKER ORDEALER ~ Cheevers & Company . asof _12/31/04

EXEMPTIVE PROVISION UNDER RULE 15¢3-3

24. If an exemption from Rule 15¢3-1 is claimed, identify below the section upon which such exemption is based (check ane only)

4550

A (k){1) ~ $2,500 capital category as Per RUE 1531 wuvvrvrvmerinmsmmsismreessssseesessssesssisssissesesessssssonserssessens
(

B. (k)(2)(A) — “Special Account for the Exclusive Benefit of cUStOMErS” MAINTAINET ......cecrirrrmicssieseismienesinee s scssssessennss [ 4560
C. (K){(2){B) — All customer transactions cleared through another broker-dealer on a fully disciosed basis, i
Name of clearing firm, [4335 K(2) (ii) 4570
D. (k){3) — Exempted by order of the Commission (INCIUGE COPY OF IBREM ..uvrierreinmmisimenisernneressemsisssrasseesronsssnesnsassssmsesssssses 4580
Ownership Equity and Subordinated Liabilities maturing or proposed to be withdrawn within the next six months
and accruals, (as defined befow), which have not been deducied in fhe computation of Nef Capital.
Type of Proposed Amount to be
Withdrawal or Withdrawn (cash (MMDDYY) Expect
Accrual Insider or amount and/or Net . Withdrawal or fo
(See below Outsider? Capital Value of Maturity Renew
for code ) Name of Lender or Contributor (in or Out) Securities) Date (Yes or No)
% : 4600 4601 4602 4603 {4604 4605
% Ja670] . [3617) [4B12] [4813) 4] [4675)
% 4620 4621 4622 [4623] fa524 4625
9 4630 4631 [4632 : 4633] 4634 4635
% [4640] 4641] 4642 4643 [4544] [4645]
Total §% 4699]
OMIT PENNIES

Instructions: Detaif 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. Equity Capital
2. Subordinated Liabilities
3 ) Accruals

See Auditor's Report.
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BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
220 SOUTH STATE STREET - SUITE 1910
CHICAGO, ILLINOIS 60604

Member TELEPHONE
AMERICAN INSTITUTE OF : (312) 939-0477
CERTIFIED PUBLIC ACCOUNTANTS
ILLINOIS CPA SOCIETY FAX

‘ (312) 939-8739
Board of Directors
Cheevers & Company

In planning and performing my audit of the financial statements of Cheevers & Company
for the year ended December 31, 2004, I considered its internal control structure,
including procedures for safeguarding securities, in order to determine my auditing
procedures for the purpose of expressing my opinion on the financial statements and not
to provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, I have
made a study of the practices and procedures (including tests of compliance with such
practices and procedures) followed by Cheevers & Company that I considered relevant to
the objectives stated in rule 17a-5(g), in making the periodic computations of aggregate
indebtedness and net capital under rule 17a-3(a)(11). The Company is not subject to the
quarterly securities examinations, counts, verifications and comparisons and the
recordation of differences required by Rule 17a-13 because it conducts a business with
only those who are members of an Exchange. I did not review the practices and
procedures followed by the Company (i) in complying with the requirements for prompt
payment for securities under Section 8(b) of Regulation T of the Board of Governors of
the Federal Reserve System; and (ii) in obtaining and maintaining physical possession or
control of all fully paid and excess margin securities of customers as required by Rule
15¢3-3, because the Company does not carry accounts for customers or perform custodial
functions relating to customer securities and has no procedures relating thereto.

The management of the Company is responsible for establishing and maintaining an
internal control structure and the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estimates and judgements by management are
required to assess the expected benefits and related costs of internal control structure
policies and 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. Two of the objectives of an
internal control structure 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 any internal control structure or the practices and
procedures referred to above, errors or irregularities 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.

My consideration of the internal control structure would not necessarily disclose all
matters in the internal control structure that might be material weaknesses under
standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of the specific internal
control structure elements does not reduce to a relatively low level the risk that errors or
irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. However, my study and evaluation
disclosed that a lack of segregation of functions exists. Although this condition may be
considered to be a material weakness in internal control, it is a common condition in
entities of this size. This condition was considered in determining the nature, timing and
extent of the procedures to be performed in my audit of the financial statements of
Cheevers & Company for the year ended December 31, 2004, and this report does not
affect my report thereon dated February 23, 2005.

I 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 my study, I believe that the Company’s practices and procedures
were adequate at December 31, 2004 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange

Commission, the National Association of Securities Dealers, Inc. and other regulatory
agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 and

should not be used for any other purpose.

Certified Public Acccﬁg{tant

Chicago, Illinois
February 23, 2005




