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HEDEDHHEEE

OATH OR AFFIRMATION

I, Sarah Cyphers , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Chauney Securities, Inc. as
1

June 30 20 13 are true and corrcct. I further swear (or affirm) that

]

of
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:

OFFICIAL SEAL
FRANK 8. CHAUNER
NOTARY PUBLIC, STATE OF HLLINOIS
EXPIRATION 03/18/14

Signatur

Ve, CH(\(’W‘MD\ tance (e r

Title

B oo

Notary Public

l his report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condmon

(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.

() 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 [5¢3-3.

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

consolidation.
(I) 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.

.ﬂ

OME O

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

To the Shareholder and
Board of Directors
Chauner Securities, Inc.
Northbrook, lllinois

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Chauner Securities, Inc. (Company), as of
June 30, 2013 and the related statement of income, changes in stockholder’s 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 the
financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s 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 of 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 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 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.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of June 30, 2013, and the resuilts 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.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as a whole.
The information contained in Schedule | is presented for the purpose of additional analysis and is not a required
part of the basic 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 Schedule | 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 | is fairly stated in all
material respects in relation to the financial statements as a whole.

Rt P« A LS

Reilly, Penner & Benton, LLP
August 26, 2013
Milwaukee, Wisconsin




CHAUNER SECURITIES, INC.
Northbrook, lllinois

Statement of Financial Condition
June 30, 2013

ASSETS
Assets
Cash and cash equivalents $ 184,759
Accounts receivable 17,184
Total Assets 201,943
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Accrued administrative expenses 111,541
Commissions payable 12,463
Accounts payable 2,629
Total Liabilities 126,633
Stockholder's Equity:
Common stock, $.01 par value; 10,000 shares
authorized, 1,000 shares issued and outstanding 10
Additional paid-in-capital 9,990
Retained earnings 65,310
Total stockholder's equity 75,310
Total liabilities and stockholder's equity $ 201,943

The accompanying notes to financial statements
are an integral part of these statements.
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CHAUNER SECURITIES, INC.
Northbrook, lllinois

Statement of Income
Year Ending June 30, 2013

Income:
Commission income $ 506,003 .
Managing dealer fees 181,315
Mutual fund fees 41,210
Other income 242
Total income 728,770
Expenses:
Commissions 477,774
Administrative fees 218,448
Regulatory fees 16,948
Legal and accounting 14,550
Other 103
Total expenses 727,823
Net income $ 947

The accompanying notes to financial statements
are an integral part of these statements.
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CHAUNER SECURITIES, INC.
Northbrook, lllinois

Statement of Changes in Stockholder's Equity
Year Ending June 30, 2013

Additional Total
Common Paid In Retained Stockholder's

Stock Capital Earnings Equity
Balance, July 1, 2012 $ 10 $ 9990 $ 64,363 $ 74,363
Net Income -—- —-- 947 947
Balance, June 30, 2013 $ 10 $ 9990 $ 65,310 $ 75,310

The accompanying notes to financial statements
are an integral part of these statements.

7




CHAUNER SECURITIES, INC.
Northbrook, lllinois

Statement of Cash Flows
Year Ending June 30, 2013

Cash Flows from Operating Activities:
Net income $ 947

Adjustments to reconcile net income to net cash
provided (used) by operating activities:
Changes in assets and liabilities:

Commissions receivable (16,419)
Accounts payable 2,366
Consulting fee payable 90,341
Commissions payable 2,982

Net cash provided by operating activities 80,217

Cash and equivalents, beginning of year 104,542
Cash and equivalents, end of year $ . 184,759

The accompanying notes to financial statements
are an integral part of these statements.
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CHAUNER SECURITIES, INC.
Northbrook, Hlinois

Notes to Financial Statements
June 30, 2013

1. Summary of Significant Accounting Policies

Business Activity

Chauner Securities (the “Company”) is a registered security broker dealer. The Company is a non-carrying
broker dealer with no client securities or funds physically held or under the control of the broker dealer.

Method of Accounting

The Company utilizes the accrual method of accounting for financial purposes.

Cash and Equivalents

The Company recognizes cash and cash accounts with maturity dates of three months or less as cash
equivalents in the financial statements. Cash includes all cash balances deposited with local and national

financial institutions.
Reserves and Custody of Securities

The Company is exempt from the full requirement of SEC Rule 15¢3-3 as no customer’s funds or securities
are held or under the control of the Company.

Securities Transactions

The Company recognizes commission revenue and related expense arising from securities transactions on
a trade date basis. Transactions involving registered traded securities are processed though a clearing

broker-dealer.
Income Taxes

The Company is a corporation for federal and state income tax purposes. For federal income tax purposes,
the Company’s earnings of $947 during the current fiscal year were offset by a net operating loss carryover
from prior years.

The Company's remaining federal net operating loss carryover from June 30, 2013 of $17,408 is available to
offset profits in ensuing years until June 30, 2039. This results in a deferred tax asset of approximately
$4,000. However, a corresponding allowance has been recorded because the realization of this amount is

uncertain.

For state purposes, the lllinois net operating loss carryover of $19,758 to June 30, 2013 has been
suspended by law until 2014 due to the poor economic state of affairs prevailing in the State of lllinois
government budgets. The Company was not liable for state incomes taxes at June 30, 2013 due to net
income levels that are below the base limit of $1,000.

The Company is of the opinion, that there are no reasonably possible changes that may occur within the
ensuing twelve month for any income tax adjustments that will have a material effect on the financial

statements.




CHAUNER SECURITIES, INC.
Northbrook, lliinois

Notes to Financial Statements
June 30, 2013
(Continued)

1. Summary of Significant Accounting Policies (Continued)
Income Taxes (Continued)

The Company's evaluation at June 30, 2013 revealed no uncertain tax positions that would have a material
impact on the financial statements. The Company is no longer subject to U.S. federal informational tax
return examinations for years ending before June 30, 2010 and state examinations for years beginning
before June 30, 2010.

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

Subsequent Events

Management has evaluated all subsequent events through August 26, 2013 for possible inclusion as a
disclosure in the financial statements. There were no subsequent events that required recognition or

disclosure.

2. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15¢3-
1), which requires that the ratio of aggregated indebtedness to net capital, both as defined, shall not exceed
15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1. At June 30, 2013, the Company’s net capital and required
net capital were $74,779 and $8,442, respectively. The ratio of aggregate indebtedness to net capital was
1.69to 1.

3. Filing Requirements

There were no liabilities subordinated to claims of creditors during the period ended June 30, 2013.
Accordingly, a statement of changes in liabilities subordinated to claims of creditors is not included in the
financial statements as required by ruie 17a-5 of the Securities and Exchange Commission.

4. Concentrations

The Company is subject to concentration of risk primarily from financial and economic conditions prevalent
in investment markets. The ability of the Company to market their products to investors is directly influenced
by these prevailing conditions to which the Company has no control.

The Company's primary business is the structuring and marketing of private real estate securities and their
entities primarily located in the United States of America.

These investments are highly influenced by the credit markets, real estate economic conditions and investor
psychology. These investments are largely long term illiquid investments with limited marketability after the
initial investment.
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CHAUNER SECURITIES, INC.
Northbrook, Hllinois

Notes to Financial Statements
June 30, 2013
(Continued)

4. Concentrations (Continued)

The ability of the Company to market products is controlled by governmental and other industry regulators.
The Company is subject to the rules and regulations of these agencies. These regulations increase costs of
compliance and changes in rules may adversely affect the ability of the Company to conduct future security

offering in this regulated environment.
5. Revenue Concentrations

Approximately 81% of the Company'’s revenue was received through four types of business (ranging from
11% to 26% of revenue) for the year ended June 30, 2013.

6. Related-Party Activity

The Company has entered into an agreement with a related entity to share office space and administrative
services. Rent, office services and other overhead amounts are to be allocated based upon the agreement
between the respective parties.

The Company incurred a total of $218,448 for administrative expenses during the fiscal year. The related
entity was due $111,541 at June 30, 2013.

7. Statement of Financial Condition Risk

As discussed in Note 1, the Company’s customer securities transactions are introduced on a fully disclosed
basis with its clearing broker-dealer. The clearing broker-dealer is responsible for the execution, collection
and payment of funds and receipt and delivery of securities relative to customer transactions. Off-balance
sheet risk exists with respect to these transactions due to the possibility that the customers may be unabie to
fulfill their contractual commitments, wherein the clearing broker-dealer may charge any losses it incurs to
the Company. The Company seeks to minimize this risk through procedures designed to monitor the credit
worthiness of its customers.

11




CHAUNER SECURITIES, INC.
Northbrook, lllincis

Schedule I: Computation of Aggregated Indebtedness
and Net Capital Under Rule 15¢3-1
June 30, 2013

Aggregate Indebtedness

Commissions payable $ 12,463
Accounts payable 2,629
Consulting fee payable 111,541
Total Aggregate Indebtedness $ 126,633
Minimum required net capital (6 2/3% of aggregate indebtedness) $ 8,442

Computation of Basic Net Capital Requirement:

Stockholder's equity $ 75,310
Deductions:
Haircuts on securities (531)
Net Capital 74,779
Net capital requirement (minimum) 8,442
Capital in excess of minimum requirement $ 66,337
Ratio of aggregate indebtedness to net capital 1.69t0 1

Reconciliation with Company's Computation (included in Part IA of Form X-17A-5 as of June 30):

Net capital, as reported in Company's Part liA (unaudited) FOCUS report: $ 74,782
Net effect of audit reclassifications (3)
Net capital per audit report $ 74,779

COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS UNDER RULE 15¢3-3
Chauner Securities, Inc. is exempt from Rule 15¢3-3 under the provision of Rule 15¢3-3(k)(1).
INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS UNDER RULE 15c3-3

Chauner Securities inc. is exempt from Rule 15¢3-3 under the provision of Rule 15¢3-3(k)(1).

See independent Auditors’' Report
12
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Independent Auditors’ Report on Internal Control

Board of Directors
Chauner Securities, Inc.
Northbrook, lllinois

In planning and performing our audit of the financial statements of Chauner Securities, Inc., as of and for the year
ended June 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 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 includes 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 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 the 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 in the United States of America. 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.

13 Reilly, Penner & Benton LLP
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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
changed with governance. We consider the following deficiency in the Company’s internal control to be a

significant deficiency:
Segregation of Duties

The Company operates its accounting and reporting function with a small number of individuals, which
precludes a proper segregation of duties. This condition is not, however, unusual in entities the size of
Chauner Securities, Inc. It is important for management to be aware of this condition, and to realize that the
concentration of duties and responsibilities in one individual is not desirable from a control point of view.
Under these conditions, the most effective controls rest in management’s knowledge and monitoring of
matters relating to the Company’s financial affairs.

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 entity’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 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 June 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.
/%“Ag‘ . k

Reilly, Penner & Benton, LLP
August 26, 2013
Milwaukee, Wisconsin
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independent Auditors’ Report on Applying Agreed-Upon
Procedures Related to an Entity’s SIPC Assessment Reconciliation

To the Sharehoider and

Board of Directors of Chauner Securities, Inc.
666 Dundee Road

Northbrook, lllinois

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 [General Assessment
Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation (SIPC) for the year ended June 30,
2013, which were agreed to by Chauner Securities, Inc. and the Securities and Exchange Commission, Financial
Industry Regulatory Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating Chauner
Securities, Inc. compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7).
Chauner Securities, Inc. management is responsible for the Chauner Securities, Inc. compliance with those
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 for those parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been requested or for
any other purpose. The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursements entries [SIPC-6 and check disbursement] noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended June 30,
2013, as applicable, with the amounts reported in Form SIPC-7 for the year ended June 30,
2013, noting total deductions understated by $1,620 resulting in an overpayment of fees by

$4;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers [no adjustments to compare] noting no differences;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related schedules and working papers supporting the adjustments [sales reports] supporting
the adjustments noting no differences; and

5. Compared the amount of any overpayment applied, if any and applied it to the current
assessment with the Form SIPC-7 on which it was originally computed noting no differences.

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 the specified parties listed above and is not intended to be
and should not be used by anyone other than these specified parties.

%ﬁw—* et (P

August 26, 2013
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i SECURITIES INVESTOR PROTECTION CORPORATION i
{ vy P.O. Box 92185 Washinglon, D.C. 20090-2185 ! i
- SIPG-7 202 371 8300 SIPC-7
(5 REV 7710) General Assessment Reconciliation (33 REV 7/ 101
T For the fiseal year ended 6/30/2013
o {Read carciully the insinnctions in your Working Copy belore compleiing this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1. Name ol Member address. Designated Exaniining Authority, 1934 Acl registration no. and month in which fiscal year ends for
— purposes of the audil requirement of SEC Rule 17a-5:
- Note: If any of the informalion shown on the
033980 FINRA JUN mailing label requires correclion. please e-mail
CHAUNER SECURITIES INC any corrections to form@sipc.org and so
- 666 DUNDEE RD STE 803 indicate on the form filed.
NORTHBROOK Il 60062-2735
Name and teiephone number of person to
' contact respecting this form.
2. A. General Assessment (item 2e from page 2] b { Dl (O
| B. Less payment made with SIPC-6 filed (exclude interest) ( Qég
Date Paid
| C. Less prior overpayment applied (
0. Assessmeni batance due or (overpayment) :?"4{
E. inierest computed on iate payment (see insiruction E) for______days at 20% per annum
. Total assessment balance and interes| due (or overpayment carried forward) 3 ] l J
G. PAID WITH THIS FORM: _
—t Check enclosed. payable lo SIPC j’q I
Total (must he same as F above) b {
H. Overpayment carried forward 8 J
~L

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC mambear submilling this fmm and the

—~  person by whom it is execuled represent thereby ( h 6( \S \{\H S ]
that all intormation contained herein is true. correct WA CCLL’f t,
{Mitme o ‘9n|| aralipn P arluerstng o Liher BEELTN mu:

and complete. ‘
. n/{  Cvohen

(/\ll[h(“i( s Difiraiure)
Dated the (8 day ol \)u{ 20/\3 . Ch((’j (Jémo mm/ﬁ 0#1/0/-

This form and the asscssment ‘nymom is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
{or @ period of not fess than 6 years, the latest 2 years in an easily accessible place.
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