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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Bradford R. Dooley & Associates
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OATH OR AFFIRMATION

I, 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

— Cheevers & Company, Inc, , as
of December 31 ,20_11 , aretrue 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

/) /]
Sworn ang subscribed to me on / Tk
the7 y of Fébruary, 2012. Signature

- OFFICIAL SEAL
NOT::YPM -1/
i - STATE OF LLINOIS

otary Public

is reporf ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c) 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.

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

HOR 0O O0000000H&E

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BRADFORD R. DOOLEY & ASSOCIATES
Accountants and Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606

Member TELEPHONE
AMERICAN INSTITUTE OF (312) 939-0477
CERTIFIED PUBLIC ACCOUNTANTS
ILLINOIS CPA SOCIETY FAX
(312) 939-8739

INDEPENDENT AUDITOR’S REPORT

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

We have audited the accompanying statement of financial condition of Cheevers & Company,
Inc. as of December 31, 2011, that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on the financial statement 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 statement is free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 statement referred to above presents fairly, in all material respects, the

financial position of Cheevers & Company, Inc. as of December 31, 2011, in conformity with
accounting principles generally accepted in the United States of America.

) 2 D) e

Bradford R. Dooley &ﬂss\ociates

Chicago, Illinois
February 24, 2012



CHEEVERS & COMPANY, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2011

ASSETS
Cash $ 943,549
Receivables from broker/dealers 658,258
Securities owned, at market value 612,255
Deposits with brokers 510,521
Investment in CHX Holdings, Inc. 36,000
Other assets 154.872
Total assets $ 2915455
LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities
Accounts payable and accrued expenses $ 380,777
Note payable 208,938
Total liabilities 589,715
Stockholders’ Equity
Common stock; no par value;
authorized 10,000 shares;
issued and outstanding 9,500 shares 5,000
Additional paid in capital 240,211
Treasury stock (208,938)
Retained earnings 2,289,467
Total stockholders’ equity 2325740
Total liabilities and stockholders’ equity $ 2915455

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



CHEEVERS & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

(1)  Organization and Description of Business

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 Financial Industry Regulatory Authority, Inc. The Company’s principal business is
providing floor execution on the Chicago Stock Exchange. Operations commenced during
June, 1994.

2 Summary of Significant Accounting Policies

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent 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.

Cash Equivalents
The Company considers all highly liquid investments with an original maturity when
purchased of three months or less to be cash equivalents.

Revenue Recognition
Brokerage income is earned and recorded on the settlement date of the transaction.

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

Income Taxes

The Company has elected to be taxed under Subchapter S of the Internal Revenue Code.
Accordingly, the taxable income or loss of the Company is allocated to the shareholders, who
are responsible for taxes thereon. The Company is subject to State of Illinois replacement tax
which has been included in the determination of net income and is included within the other
operating expense in the Statement of Income.

FASB guidance requires the evaluation of tax positions taken or expected to be taken in the
course of preparing the Company’s tax returns to determine whether the tax positions are
“more-likely-than-not” of being sustained “when challenged” or “when examined” by the
applicable tax authority. Tax positions not deemed to meet the more-likely-than-not threshold
would be recorded as a tax benefit or expense and liability in the current year.

Management has reviewed the Company’s tax positions for the open tax years (current and
prior three tax years) and concluded that no provision for income tax is required in the
Company’s financial statements. Such open tax years remain subject to examination by tax
authorities.



CHEEVERS & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2011

(3)  Fair Value Measurement

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. In
determining fair value, the Company may use various valuation approaches, including market,
income and/or cost approaches. The fair value hierarchy requires an entity to maximize the
use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. Fair value is a market-based measure considered from the perspective of a market
participant. As such, even when market assumptions are not readily available, the Company’s
own assumptions reflect those that market participants would use in pricing the asset or
liability at the measurement date. The fair value measurement accounting guidance describes
the following three levels used to classify fair value measurements:

Level 1 — Quoted prices in active markets for identical assets or liabilities.

Level 2 — Quoted prices in markets that are not active or for which all significant inputs are
observable, either directly or indirectly.

Level 3 — Unobservable inputs that are significant to the fair value of the assets or liabilities.

The availability of observable inputs can vary and in certain cases, the inputs used to measure
fair value may fall into different levels of the fair value hierarchy. In such cases, the level
within the fair value hierarchy is based on the lowest level of input that is significant to the fair
value measurement. The Company’s assessment of the significance of a particular input to a
fair value measurement requires judgment and consideration of factors specific to the asset or
liability.

The following represents the Company’s fair value hierarchy for assets at December 31, 2011:

Investments, at fair value Level 1

U.S. Treasury Securities $ 600,000
Common Stock 12,255
Total $ 612255

6] Note Payable

Pursuant to a stock redemption agreement, the Company acquired five-hundred (500) shares
from a former employee. The Company has entered into a note payable with the former
employee in the amount of $208,938. The note provides for interest at the annual rate of three
and one quarter (3.25%) percent and is payable in thirty-six (36) monthly installments
commencing January 1, 2012.

5) Treasury Stock

Treasury stock consists of five-hundred (500) shares of common stock and is recorded at cost.



CHEEVERS & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

6) 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, 2011, the
Company had net capital and net capital requirements of $1,860,456 and $100,000,
respectively. The net capital rule may effectively restrict the payment of cash dividends.

@) 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 $210,000 for the year ended December 31, 2011. This amount
is reflected in accrued expenses at December 31, 2011.

t)) Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties
primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the counterparty or issuer of the instrument. It is
the Company’s policy to review, as necessary, the credit standing of each counterparty.

9 Commitments

The Company leases its office facilities under a lease that expires at June 15, 2015. For the
year ended December 31, 2011, rent expense was $160,840 which also included monthly
equipment rental charges. The office lease provides for minimum annual rental payments plus
operating costs. The future minimum lease payments under this lease are:

Year Ended Minumum
December 31 Rent
2012 $101,780
2013 101,780
2014 101,780
2015 50,890
Subtotal 356,230
Thereafter -0-

Total 56,230



CHEEVERS & COMPANY, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2011

8) Subsequent Events

In accordance with the provisions set forth in FASB ASC Topic 855, Subsequent Events,
management has evaluated subsequent events through February 24, 2012, the date the
financial statements were available for issuance. Management has determined that there are
no material events that would require adjustment to or disclosure in the Company’s financial

statements.



BRADFORD R. DOOLEY & ASSOCIATES
Accountants and _Auditors
209 WEST JACKSON BLVD - SUITE 404
CHICAGO, ILLINOIS 60606

Member TELEPHONE
AMERICAN INSTITUTE OF (312) 939-0477
CERTIFIED PUBLIC ACCOUNTANTS
ILLINOIS CPA SOCIETY FAX
(312) 939-8739
To the Board of Directors
Cheevers & Company, Inc.

In planning and performing our audit of the financial statements of Cheevers & Company, Inc.
(the Company) as of and for the year ended December 31, 2011, 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 the purpose of 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 (SEC), 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 obj ectives stated in Rule 17a-
5(g) in making the periodic computations of aggregate indebtedness and net capital under
Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule
15¢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 quarterly securities examinations, counts, verifications, and 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.

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 SEC’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 the 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.

Our consideration of internal control was for the limited purpose described in the first and
second paragraphs and would not necessarily identify all deficiencies in internal control that
might be material weaknesses. We did not identify any deficiencies in internal control and
control activities for safeguarding securities that we consider to be material weaknesses, as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SEC to be adequate for its purposes in
accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures, as described in the second
paragraph of this report, were adequate at December 31, 2011, to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the SEC, the Financial Industry Regulatory Authority, Inc., 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.

@ @»QJ ‘“krfm
Bradford R. Doole}&ég)ciates

Chicago, Illinois
February 24,2012



