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OATH OR AFFIRMATION

1, Greg Overschmidt , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

K. W. Chambers & Co. as
of April 30 ,20_ 13 , are true and correct. 1 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:

.l Pa)
Nt SN BRADSAW
- g Sig!
resident
Title

Notary Public —

—]

his refory/** 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.

(¢) 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 O00RREEREE

> ORE

*

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

(0) Independent auditor's report on internal control required by rule 17-5
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WE GET IT. IT’S ALL ABOUT YOU.
CPAs and Business Advisors

Independent Auditors’ Report

Board of Directors
K.W. Chambers & Co.
St. Louis, Missouri

We have audited the accompanying financial statements of K.W. Chambers & Co. (the “Company,” a Missourl
corporation), which comprise the statement of financial condition as of April 30, 2013, and the related
statements of income, changes in ownership 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.

Auditors’ 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 from 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 the 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. 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.

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

1034 S. Brentwood Boulevard, Suite 2000
St. Louis, MO 63117

office: 314.884.4000

fax: 314.884.4001




Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of K.W. Chambers & Co., as of April 30, 2013, 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.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
information contained in Schedule 1 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 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 Schedule 1 is fairly stated, in all
material respects, in relation to the financial statements taken as a whole.

June 25, 2013 /P\wak 8) M)&D‘{D(Q‘

St. Louis, Missouri Certified Public Accountants
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K.W. CHAMBERS & CO.

STATEMENT OF FINANCIAL CONDITION
April 30, 2013

Assets
Cash $ 84,728
Receivables from brokers or dealers 48,780
Prepaid expenses 34,763
Securities owned, at fair value 3,300
Total Assets $ 171,571

Liabilities and Ownership Equity

Payable to brokers or dealers $ 37,804
Accounts payable and accrued liabilities 4,487
Total Liabilities 42.291

Common stock, $1.00 par value; 30,000 shares authorized;

17,500 shares issued 17,500
Additional paid-in capital 27,018
Retained earnings 98,762

143,280

Less: treasury stock, at cost; 4,500 shares (14,000)
Total Ownership Equity 129,280

Total Liabilities and Ownership Equity $ 171,571

See the independent auditors’ report and accompanying notes to financial statements. Page 3



K.W. CHAMBERS & CO.

STATEMENT OF INCOME
For the Year Ended April 30, 2013

Revenues
Commissions $ 83,968
Revenue from sale of investment company shares 863,288
Account supervision and investment advisory fees 1,927
Insurance and other 935,250
Gain on firm securities investment accounts 2,681
Total Revenues 1,887,114

Expenses
Employee compensation and benefits 259,338
Commaissions 1,274,397
Other expenses : 307,337
Total Expenses 1,841,072
Income Before Income Taxes 46,042
Income Tax Expense 7,075
Net Income $ 38,967

See the independent auditors’ report and accompanying notes to financial statements. Page 4



K.W. CHAMBERS & CO.

STATEMENT OF CHANGES IN OWNERSHIP EQUITY
For the Year Ended April 30, 2013

Common Additional Total
Shares of Common Stock Stock Paid-In Retained Treasury Ownership
Issued Treasury Issued Capital Earnings Stock Equity
Balance - May 1, 2012 17,500 (4,500) $ 17,600 $ 27,018 $ 59,795 $ (14,000) $ 90,313
Net Income 38,967 38,967
Balance - April 30, 2013 17,500 (4,500) $ 17,500 $ 27,018 $ 98,762 $ (14,000 $ 129,280
Page 5

See the independent auditors’ report and accompanying notes to financial statements.



K.W. CHAMBERS & CO.

STATEMENT OF CASH FLOWS
For the Year Ended April 30, 2013

Cash Flows from Operating Activities
Net income $ 38,967
Adjustments to reconcile net income to net cash
provided by operating activities

Gain on firm securities investment accounts (2,681)
Reinvestment of dividends (3,556)
Changes in assets and liabilities
Receivables from brokers or dealers 4,361
Prepaid expenses 5,194
Payable to brokers or dealers (14,643)
Accounts payable and accrued liabilities (1,786)
Total Adjustments (13,111)
Net Cash Provided by Operating Activities 25,856

Cash Flows from Investing Activities
Proceeds from redemption of securities 84,807

Cash Flows from Financing Activities

Payments on note payable (25,936)
Net Increase in Cash 84,727
Cash and Cash Equivalents - Beginning of Year 1
Cash and Cash Equivalents - End of Year $ 84,728

Supplemental Disclosures of Cash Flow Information

Income taxes paid $ 7,905

See the independent auditors’ report and accompanying notes to financial statements. Page 6
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K.W. CHAMBERS & CO.

NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2013

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist in understanding the
Company's financial statements. These accounting policies conform to accounting principles generally
accepted in the United States of America and have been consistently applied in the preparation of the
financial statements.

Nature of the Business

K.W. Chambers & Co. (the “Company”), was incorporated on February 29, 1962, and is a broker and
dealer in securities registered with the Securities and Exchange Commission (“SEC”) under Rule
15¢3-3(k)(2)(ii), which provides that all the funds and securities belonging to the Company's
customers be handled by a correspondent broker-dealer. The Company's customer base is primarily
located in Missouri, Illinois, Arkansas, California, Indiana, Iowa, Minnesota, Mississippi, South
Carolina, Wisconsin, Texas, and Tennessee. The Company does not require collateral to secure
receivables.

The Company has an agreement with a clearing broker to clear securities transactions, carry
customers' accounts on a fully disclosed basis and perform certain recordkeeping functions.

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
certain reported amounts and disclosures. Accordingly, actual results may differ from those
estimates.

Recognition of Income and Expenses

Commission income and clearing fees related to securities transactions are recognized on a settlement
date basis because all such transactions are cleared through another broker-dealer which operates on
this basis. Reporting such transactions on a trade date basis would not result in a material difference.

Cash and Cash Equivalents

The Company considers all liquid investment instruments purchased with a maturity of three months
or less to be cash equivalents.

The Company's cash deposits in financial institutions are covered by FDIC insurance which is subject
to certain limitations and conditions.

Securities

Securities, which consist of warrants, are recorded at cost, which approximates fair value as
determined by quoted market prices.

Fair Value Measurements

The Company measures and discloses the fair value of investments in accordance with Financial
Accounting Standards Board (“FASB”) ASC 820-10, Fair Value Measurements. FASB ASC 820-10
defines fair value as the exchange price that would be received for an asset or paid to transfer a
liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. The Company determines

See the independent auditors’ report. Page 7



K.W. CHAMBERS & CO.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

the fair values of its financial instruments based on the fair value hierarchy established in FASB ASC
820-10, which requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The standard describes three levels of inputs that
may be used to measure fair value.

Financial instruments are considered Level 1 when valuation can be based on quoted prices in active
markets for identical assets or liabilities. Level 2 financial instruments are valued using quoted prices
for similar assets or liabilities, quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data of substantially the full term of the
assets or liabilities. Financial instruments are considered Level 3 when their values are determined
using pricing models, discounted cash flow methodologies or similar techniques and at least one
significant model assumption or input is unobservable and when determination of the fair value
requires significant management judgment or estimation. The Company had no investments
classified as level 3 during fiscal year 2013 or as of April 30, 2013.

Income Taxes

The Company accounts for income taxes using the asset and liability approach. The asset and lLiability
approach requires the recognition of deferred tax assets and liabilities for the expected future tax
consequences of temporary differences between the carrying amounts and the tax basis of the assets
and liabilities. The Company files its income tax returns using the cash basis of accounting.

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB ASC
740-10, Income Taxes. Under that guidance the Company assesses the likelihood, based on their
technical merit, that tax positions will be sustained upon examination on a more likely than not basis
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. The Company has analyzed the tax positions taken and
concluded that as of April 30, 2013, there are no uncertain positions taken that would require
recognition of a liability (or asset) or disclosure in the financial statements. The Company recognizes
the accrual of any interest and penalties related to unrecognized tax benefits in income tax expense.
No interest or penalties were recognized in fiscal year 2013. Federal and state income tax returns are
subject to examination by the respective taxing authorities, generally for three years after they were
filed.

Subsequent Events

Management has evaluated the impact on the financial statements, if any, of subsequent events
through June 25, 2013.

2. NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule
15¢3-1), 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. The Company had net
capital of $91,217 which was $66,217 in excess of its required minimum net capital of $25,000. The
Company's ratio of aggregate indebtedness to net capital was 0.46 to 1.

See the independent auditors’ report. Page 8



K.W. CHAMBERS & CO.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. POSSESSION OR CONTROL REQUIREMENTS

There were no material inadequacies in the procedures followed in adhering to the exemptive
provisions of SEC Rule 15¢3-3(k)(2)(il). The Company promptly transmits all customer funds and
securities to the clearing broker who carries the customer accounts; therefore, the Company does not
have any possession or control of customer funds or securities.

4. NOTE PAYABLE

The Company had a note payable consisting of an amount financed with an insurance company for
payment of an insurance premium, payable in monthly installments of $3,824, including interest at
6.95%. Such note payable was paid off in February 2013.

5. LEASE

The Company leases its office space on a month-to-month basis from an entity related by common
ownership. Rent expense was $18,240 for the year ended April 30, 2013.

6. 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.

7. RELATED PARTIES

The Company shares office space and employees with an entity that has a common stockholder. The
Company received commission income of $365,172 and paid expenses of $162,494 to the related party.
Additionally, the Company received $30,216 in rebates from the related party based upon the volume
of trades processed and also received $9,792 of interest income from the related party associated with
the Company's client account balances.

The Company has a Selling Group Agreement with an entity that has a common stockholder. The
Company, who has registered representatives with the Financial Industry Regulatory Authority
(“FINRA”), refers customers to the entity. The entity agrees to pay the Company up to 60% of the fees
charged by the entity for its services. Advisory fee income from the entity was $1,927.

See the independent auditors’ report. Page 9



K.W. CHAMBERS & CO.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. INCOME TAXES

A reconciliation of income tax expense (benefit) computed at the federal statutory rate and the income
tax expense for the year ended April 30, 2013, is as follows:

Income Tax Expense (Benefit) at Statutory Rate $ 6,906
Nondeductible Expenses 4,436
State Income Taxes, Net of Federal Benefit 2,878
Accrual to Cash Effect (6,376)
Other (769)

$ 7,075

See the independent auditors’ report. Page 10
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K.W. CHAMBERS & CO.

SUPPLEMENTARY INFORMATION PURSUANT TO RULE 17a-5

For the Year Ended April 30, 2013

Computation of Net Capital

Total ownership equity

Deductions and/or changes
Nonallowable assets
Prepaid expenses

Net capital before haircuts on securities positions
Haircuts on securities positions

Net capital

Computation of Aggregate Indebtedness

Payable to brokers or dealers
Accounts payable and accrued liabilities

Total aggregate indebtedness

Computation of Basic Net Capital Requirement

Minimum net capital required
Excess net capital
Percentage of aggregate indebtedness to net capital

Schedule 1

129,280

34,763

94,517
3,300

91,217

37,804
4,487

42,291

25,000
66,217

46%

The Company's net capital of $91,217 is $66,217 in excess of the $25,000 minimum net capital

requirement of the National Futures.

Statement Pursuant to Rule 15¢3-3

The Company has claimed exemption from Rule 15¢3-3 pursuant to section (k)(2)(II). All customer
transactions are cleared through a broker-dealer on a fully disclosed basis and the Company does not

hold funds for the accounts of its customers.

Statement Pursuant to Paragraph (d)(4) of Rule 17a-5

There are no material differences between this computation of net capital pursuant to Rule 15¢3-1
and the corresponding computation prepared by K.W. Chambers & Co. and included in the

Company's unaudited Part IIA FOCUS report filing as of April 30, 2013.

Page 11
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Independent Auditors’ Report on Internal Control
Required by Rule 17a-5

Board of Directors
K.W. Chambers & Co.
St. Louis, Missouri

In planning and performing our audit of the financial statements and supplemental information of K. W.
Chambers & Co. (the “Company”), as of and for the year ended April 30, 2013, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing an
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 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 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 security examinations, counts, verifications and comparisons, and the 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.

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by Rule 15¢3-3.

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 previously 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.

1034 S. Brentwood Boulevard, Suite 2000
St. Louis, MO 63117
office: 314.884.4000
fax: 314.884.4001




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 periodsis 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 and correct,
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 previously.

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 April 30, 2013, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,

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.
Runk 2 Oereisiia £C
June 25, 2013

St. Louis, Missouri Certified Public Accountants
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Independent Accountants’ Report on
Applying Agreed-Upon Procedures

Board of Directors
K.W. Chambers & Co.

St. Louis, Missouri

In accordance with Rule 17a-5(e)(4) under the

Securities Exchange Act of 1934, we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

(Form SIPC-
which were agreed to by K.
Regulatory Authority, Inc., and SIPC, so
Chambers & Co.’s compliance with
SIPC-7). K.W. Chambers & Co.’s management is respo

7) to the Securities Investo

r Protection Corporation (“SIPC”
W. Chambers & Co., the Securities and Exchange Com.
lely to assist you and the other specified parties in evaluating KW
neral Assessment Reconciliation (Form
nsible for K.W. Chambers & Co.’s compliance with those

the applicable instructions of Ge

) for the year ended April 30, 2013,
mission, Financial Industry

requirements. This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American

Institute of Certified Public Accountants. The sufficiency of these

procedures is solely the responsibility of those parties specified in this report. Consequently, we make no

representation regarding the suffy

this report has been requested or for any other purpose.

Our procedures and findings are as follows:

ciency of the procedures described below either for the

purpose for which

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records
entries (General Account Check Register Report and Vendor QuickReport Expense Detail) noting no
differences.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended April 30, 2013, as
applicable, with the amounts reported in Form SIPC-7 for the year ended April 30, 2013, noting the
following exceptions:

Item No. Per Amount Per Amount Per
Form SIPC7 Form SIPC-7 Form X-17A-5 Variances
2a $1,891,685 $1,887,114 $4,571
2b Total Additions 1,891,685 1,887,114 4,571
2¢(1) 1,532,684 1,528,114 4,570
2¢(5) 2,681 2,681
2¢ Total Deductions 1,535,365 1,530,795 4,570
2d 356,320 356,319 1
2e 891 891
3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences betwee
deductions: revenue from the sa
investment advisory fees, revenue from the business of insurance, an
the securities business.

n adjustments per Form SIPC-7 and the support schedules for listed
le of investment company shares, account supervision and
d other revenue not related to

1034 S. Brentwood Boulevard, Suite 2000

St. Louis, MO 63117
office: 314.884.4000
fax: 314.884.4001
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4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers (SIPC-7 Supporting Schedule) supporting the adjustments noting no
differences.

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed noting no differences (if applicable). There was no overpayment
to apply.

We were not engaged to, and did not conduct an examination, the objective of which would be the expression
of an opinion on compliance. Accordingly, we do not express such an opinion. Had we performed additional
procedures other matters might have come to our attention that would have been reported to you.

This report is intended solely for the information and use of K.W. Chambers & Co., and the Securities and
Exchange Commission, Financial Industry Regulatory Authority, Inc., and SIPC, and is not intended to be

and should not be used by anyone other than these specified parties.
m& (bn&f&lﬁ .(JC
June 25, 2013

St. Louis, Missouri Certified Public Accountants
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