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OATH OR AFFIRMATION

I, Karen L. Finke , swear/(é/r;afﬁréﬁ \'}'that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertammg to the firm of
Commerce Brokerage Services, Inc. i . 51 , as

of December 31 ,20 13 , are true an& cbrrect I f‘urther swgar (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprletary mterest in any account
classified solely as that of a customer, except as follows: : :

Fen . L. Limhe

Signature

Treasurer
Title

See Attachment
Notary Public

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

(a) Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows

(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.

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

1 (n) Areport descrlbmg any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

ﬁ O OHHBEORSERED

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

STATE OF MISSOURI )
) ss.
COUNTY OF JACKSON )

On this 27" day of February, 2014, before me personally appeared Karen L. Finke
to me personally known, who being by me duly sworn did say that she is the Treasurer of
Commerce Brokerage Services, Inc., and that said instrument was signed by authority of
its Board of Directors and said Karen L. Finke acknowledged said instrument to be the
free act and deed of said corporation.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my notarial
stamp at my office in Kansas City, Missouri, the day and year last above written.

\ U\,M,WD B éﬁm@%‘“

Notary Publie—

My Commission Expires: 3-15-16

CHERYL BARNETT
Notary Public-Notary Seal
STATE OF MISSOURI
Jackson County
My Commission Expires Mar. 15, 2016
Commission # 12415239




COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Financial Statements and Schedules
Part 111

December 31, 2013 and 2012

(With Report of Independent Registered Public Accounting Firm Thereon)



COMMERCE BROKERAGE SERVICES, INC.

Table of Contents

Report of Independent Registered Public Accounting Firm
Balance Sheets

Statements of Earnings

Statements of Stockholder’s Equity

Statements of Cash Flows

Notes to Financial Statements

Schedules
1 Computation of Net Capital Requirement — Rule 15¢3-1

2 - Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3
3 Information for Possession or Control Requirements under Rule 15¢3-3

Report of Independent Registered Public Accounting Firm on Internal Control Pursuant to
Securities and Exchange Commission Rule 17a-5

Report of Independent Registered Public Accounting Firm on Applying Agreed-Upon
Procedures Pursuant to SEC Rule 17a-5(e)(4)

Page

12
13
14

15

17



ra ey

KPMG LLP

Suite 1000

1000 Walnut Street

Kansas City, MO 64108-2162

Report of Independent Registered Public Accounting Firm

The Board of Directors
Commerce Brokerage Services, Inc:

We have audited the accompanying financial statements of Commerce Brokerage Services, Inc.
(the Company), which comprise the balance sheets as of December 31, 2013 and 2012, and the related
statements of earnings, stockholder’s equity, and cash flows for the years 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 U.S. generally accepted accounting principles; 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 audits. We conducted
our audits in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audits 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 auditors’ 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.

Opinion

In our opinion, the financial statements referred to above present fairly in all material respects, the financial
position of Commerce Brokerage Services, Inc. as of December 31, 2013 and 2012, and the results of its
operations and its cash flows for the years then ended in accordance with U.S. generally accepted
accounting principles.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International”), a Swiss entity.
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Other Matter

Our audits were conducted for the purpose of forming an opinion on the financial statements as a whole.
The information contained in Schedules 1, 2, and 3 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 in Schedules 1, 2, and 3 has been subjected to the auditing
procedures applied in the audits 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 Schedules 1, 2, and 3 is fairly stated in all material respects in relation to
the financial statements as a whole.

KPMe LLP

Kansas City, Missouri
February 27, 2014



COMMERCE BROKERAGE SERVICES, INC.

(A Wholly Owned Subsidiary of
Commerce Bank)

Balance Sheets
December 31, 2013 and 2012

Assets

Cash $

U.S. government securities

Receivable from clearing organization

Furniture, equipment, and leasehold improvements, at cost less
accumulated depreciation and amortization of $772,514
in 2013 and $694,591 in 2012

Current income taxes receivable

Deferred income taxes, net

Other assets

Total assets $
Liabilities and Stockholder’s Equity
Liabilities:
Accounts payable and accrued expenses $
Current income taxes payable
Total liabilities

Stockholder’s equity:
Common stock, $5 par value. Authorized, 6,000 shares; issued
and outstanding, 5,000 shares
Additional paid-in capital
Retained earnings

Total stockholder’s equity
Total liabilities and stockholder’s equity $

See accompanying notes to financial statements.

2013 2012
1,379,475 1,957,438
7,499,130 5,998,710

181,392 202,998
163,955 208,605
91,148 —_
155,650 142,154
134,322 387,923
9,605,072 8,897,828
780,737 1,072,914
— 82,105
780,737 1,155,019
25,000 25,000
685,069 687,168
8,114,266 7,030,641
8,824,335 7,742,809
9,605,072 8,897,828




COMMERCE BROKERAGE SERVICES, INC.

(A Wholly Owned Subsidiary of
Commerce Bank)

Statements of Earnings
Years ended December 31, 2013 and 2012

2013 2012
Revenues:
Commissions $ 10,849,812 10,039,466
Interest income 8,033 7,321
Other income 333,418 365,332
Total revenues 11,191,263 10,412,119
Expenses:
Salaries and benefits 6,006,732 6,015,666
Rent and fees paid to affiliates, net 1,609,436 1,520,905
Clearing charges 479,157 417,273
Advertising 21,266 21,746
Regulatory fees 134,064 136,342
Office supplies and postage 143,633 157,639
Online subscriptions 216,205 263,973
Travel and entertainment 78,168 73,506
Depreciation and amortization 90,573 89,543
Other 658,330 576,664
Total expenses 9,437,564 9,273,257
Earnings before income taxes 1,753,699 1,138,862
Income tax expense (benefit):
Current 683,570 434,548
Deferred (13,496) 3,185
Total income tax expense 670,074 437,733
Net earnings $ 1,083,625 701,129

See accompanying notes to financial statements.



COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Statements of Stockholder’s Equity
Years ended December 31, 2013 and 2012

Additional
Common paid-in Retained
stock capital earnings Total

Balance at December 31, 2011 $ 25,000 591,161 6,329,512 6,945,673
Net earnings — — 701,129 701,129
Stock-based compensation — 80,551 —_ 80,551
Net tax benefits related to

equity compensation plans — 15,456 — 15,456
‘Balance at December 31,2012 25,000 687,168 7,030,641 7,742,809
Net earnings — — 1,083,625 1,083,625
Stock-based compensation - 23,475 — 23,475
Net tax detriments related to

equity compensation plans — (25,574) — (25,574)
Balance at December 31, 2013 $ 25,000 685,069 8,114,266 8,824,335

See accompanying notes to financial statements.



COMMERCE BROKERAGE SERVICES, INC.

(A Wholly Owned Subsidiary of

- Commerce Bank)

Statements of Cash Flows

Years ended December 31, 2013 and 2012

Cash flows from operating activities:
Net earnings
Adjustments to reconcile net earnings to net cash (used in)
provided by operating activities:
Depreciation and amortization
Deferred income taxes
Current income taxes
Net increase in U.S. government securities
Decrease in receivable from clearing organization
Stock-based compensation
Net tax (benefits) detriments related to equity compensation
plan
(Increase) decrease in other assets
Increase (decrease) in accounts payable and accrued
expenses

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Purchases of furniture, equipment, and leasehold improvements
Sale of furniture, equipment, and leasehold improvements

Net cash provided by (used in) investing activities

Cash flows from financing activity:
Net tax benefits (detriments) related to equity compensation plans

Net cash provided by (used in) financing activity
Increase (decrease) in cash

Cash at beginning of year

Cash at end of year

Cash payments (net of refunds) of income taxes

See accompanying notes to financial statements.

$

2013 2012

1,083,625 701,129
90,573 89,543
(13,496) 3,185
(198,827) 103,536
(1,500,420) (499,205)
21,606 29,331
23,475 80,551
25,574 (15,456)
240,951 (136,595)
(292,177) 126,844
(519,116) 482,863
(33.273) —
— 1,834
(33,273) 1,834
(25,574) 15,456
(25,574) 15,456
(577.963) 500,153
1,957,438 1,457,285
1,379,475 1,957,438
882,397 331,012



COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Notes to Financial Statements

December 31, 2013 and 2012

(1) Summary of Significant Accounting Policies

(@)

(b

(©

(d)

(e

Organization and Purpose of Company

Commerce Brokerage Services, Inc. (the Company) is a wholly owned subsidiary of Commerce
Bank (the Parent). Commerce Bank is a wholly owned subsidiary of Commerce Bancshares, Inc.
(CBI). The Company is registered with the Securities and Exchange Commission to conduct a
general securities business. Current activities consist of providing investment services to customers
for a variety of securities including mutual funds, exchange-listed and over-the-counter equity
securities, options, municipal bonds, corporate bonds, and U.S. government debt issues. The
Company also sells fixed and variable annuities, which are investment products provided by
insurance companies. :

Transactions for equities, options, and a substantial portion of the Company’s mutual fund sales are
executed and cleared through National Financial Services LLC, a clearing organization that also
maintains customer brokerage accounts on a fully disclosed basis.

Basis of Presentation

The accompanying financial statements are prepared in accordance with U.S. generally accepted
accounting principles. Certain amounts in the prior year’s financial statements have been reclassified
for consistent presentation.

Cash

Cash includes cash on hand and cash received from customers held by the Company as of year-end
that is due to National Financial Services LLC. As of December 31, 2013, this balance was $0, while
at December 31, 2012, this balance was $336,199, which represented cash received from customers.
A corresponding liability is recorded in accounts payable and accrued expenses.

Commissions

The Company acts as a broker-dealer or agent to buy and sell securities or insurance contracts on
behalf of its customers. In return for such services, for most transactions, the Company earns a
commission each time a customer enters into a buy-or-sell transaction. For equity securities
purchased, the commission is recorded as a receivable from the customer, and for securities sold, it is
recorded as a reduction in the payable to the customer. For other security and contract transactions,
such as sales of mutual funds, fixed or variable annuities, etc., a concession is earned and becomes
part of the customer’s price of the security or contract. Commissions and concessions, along with
any related expenses, are recorded on a settlement date basis. As of December 31, 2013 and 2012,
$27,566 and $212,885, respectively, represents commission receivables from investment and
insurance companies and is recorded in other assets.

U.S. Government Securities

Investment securities generally consist of U.S. government securities with initial maturities of six
months. They are stated at fair value, which is based on published bid prices. The fair value

7 (Continued)
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COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Notes to Financial Statements

December 31, 2013 and 2012

measurement is considered to be a Level 1 measurement within the fair value hierarchy of
Accounting Standards Codification (ASC) 820-10-35. Changes in fair value are recorded in current
earnings in the statements of earnings.

Securities transactions are recorded on a trade-date basis.

Furniture, Equipment, and Leasehold Improvements

Furniture, equipment, and leasehold improvements are stated at cost less accumulated depreciation
and amortization. Depreciation and amortization are computed on the straight-line basis using
estimated useful lives, ranging from four to ten years. Leasehold improvements are amortized over
the lesser of the economic useful life of the improvement or the remaining term of the lease.

Income Taxes

The Company is included in the consolidated federal income tax return filed by CBI. Amounts
provided for income tax expense are based on income reported for financial statement purposes and
do not necessarily represent amounts currently payable under tax laws. Current income taxes are
calculated on a separate return basis utilizing currently enacted tax laws and rates. The amount of
expense or benefit is either remitted to or received from CBI. Deferred income taxes are provided for
temporary differences between the financial reporting bases and income tax bases of the Company’s
assets and liabilities using the tax rates and laws that are expected to be in effect when the
differences are anticipated to reverse. The effect on deferred tax assets and liabilities of a change in
tax rates is recognized as income or expense in the period that includes the change. The significant
components of the net deferred tax asset as of December 31, 2013 included a deferred tax asset of
$94,224 relating to unearned fee income, $31,699 relating to stock-based compensation and $90,417
relating to accrued expenses, and a deferred tax liability of $45,011 relating to depreciation and
$13,406 relating to prepaid expenses. The significant components of the net deferred tax asset as of
December 31, 2012 included a deferred tax asset of $110,365 relating to unearned fee income,
$92,631 relating to stock-based compensation and $40,976 relating to accrued expenses and a
deferred tax liability of $65,025 relating to depreciation and $33,186 relating to prepaid expenses.
The Company did not have any unrecognized tax benefits at December 31, 2013 and 2012.

Stock-Based Compensation

The Company complies with the accounting requirements of ASC 718 for stock-based
compensation. Employees of the Company receive shares of CBI common stock in connection with
equity compensation plans at CBI. The fair value of awards granted to employees of the Company is
determined at the date of grant and recognized as compensation expense and a corresponding capital
contribution ratably over the period the award is earned.

Use of Estimates

To prepare these financial statements in conformity with U.S. generally accepted accounting
principles, management has made a number of estimates and assumptions relating to the reporting of
assets and liabilities and the disclosure of contingent assets and liabilities at the date of the financial

8 (Continued)



@)

COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
~ Commerce Bank)

Notes to Financial Statements

December 31, 2013 and 2012

statements, as well as the reported amounts or revenues and expenses during the reporting period.
Actual results could differ from those estimates.

() Subsequent Events

The Company evaluated potential subsequent events through February 27, 2014, which is the date
that the financial statements were issued.

Related-Party Transactions

A significant portion of the Company’s expenses represent payments to the Parent and affiliated companies
for rent on the Company’s offices, various administrative services provided to the Company, and fees
under revenue-sharing arrangements. Under an ongoing agreement that was effective January 1, 2011, the
Company was reimbursed by an affiliated company for certain expenses, paid by the Company on the
affiliate’s behalf, which support revenue production at the affiliate. The reimbursements primarily relate to
occupancy, data processing, and management fee expenses.

The following table shows the amounts paid (received) by the Company to (from) the Parent and affiliated
companies for the years ended December 31, 2013 and 2012:

, 2013 2012
Rent $ 730,823 702,995
Fees paid to affiliates 969,309 943,275
Expenses reimbursed from affiliate (90,696) (125,365)

$ 1,609,436 1,520,905

The Company leases office space from the Parent under month-to-month arrangements. Rent expense
aggregated approximately $61,000 per month in 2013 and $59,000 per month in 2012. As of December 31,
2013, the Company had an intercompany receivable due from the Parent of $89,192 for federal and state
income taxes, while in 2012, the Company had an intercompany payable due to the Parent of $82,105.
During 2013, the Company paid the Parent $878,897 for income taxes, and in 2012, the Company paid the
Parent $330,376 for income taxes. The Company maintains interest and noninterest-bearing deposit
accounts at the Parent. These balances amounted to $1,379,475 and $1,957,438 at December 31, 2013 and
2012, respectively.

Employees of the Company held 6,351 nonvested shares and 2,001 stock appreciation rights (of which all
were exercisable) at December 31, 2013. These awards are settled in the common stock of CBI when
exercised. During 2013, 12,867 stock appreciation rights were exercised. The Company recorded
additional paid-in capital in 2013 of $23,475 relating to stock-based compensation cost.

9 (Continued)
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COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Notes to Financial Statements

December 31, 2013 and 2012

Fair Value of Financial Instruments

The following table presents the carrying amounts and estimated fair values of the Company’s financial
instruments at December 31, 2013 and 2012:

Level in fair
value 2013 2012
measurement Carrying Carrying
hierarchy amount Fair value amount Fair value
Financial assets:
Cash - Level 1 $ 1,379,475 1,379,475 1,957,438 1,957,438
U.S. government securities Level 1 7,499,130 7,499,130 5,998,710 5,998,710
Receivable from clearing ~
organization Level 1 181,392 181,392 202,998 202,998
Other assets Level 1 27,566 27,566 212,885 212,885
Financial liabilities:
Accounts payable and accrued
expenses Level 1 $ 636,877 636,877 888,014 888,014

The carrying amounts shown in the table are included in the balance sheets under the indicated captions.

The following methods and assumptions were used to estimate the fair value of each class of financial
instrument:

. Some of the Company’s financial instruments are not measured at fair value on a recurring basis, but

the carrying amounts approximate fair value because of the liquidity or short maturity of these
instruments. Such financial assets and financial liabilities include cash, receivable for clearing
organization, and accounts payable and accrued expenses.

J The fair value of investments in U.S. government securities is based on published bid prices in an
active market for identical assets and liabilities as of the reporting date and are categorized in
Level 1 of the fair value hierarchy.

. Other assets are comprised of commission receivables from investment and insurance companies.
The carrying amount approximates fair value because of the short-term nature of these receivables.

. Accounts payable and accrued expenses consist of deferred fees, accrued incentives and sales
commissions, accounts payable, and other accrused liabilities. The carrying amount approximates
fair value because of the short-term nature of these liabilities.

10 (Continued)
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COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Notes to Financial Statements
December 31, 2013 and 2012

Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC
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 (and the rule of the
“applicable” exchange 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 December 31, 2013, the Company had regulatory net
capital of $7,570,469, which was $7,320,469 in excess of its required net capital of $250,000.

11



COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Computation of Net Capital Requirement — Rule 15¢3-1
December 31, 2013

Total stockholder’s equity per balance sheet
Less:
Nonallowable assets
Haircuts on securities
Cash at affiliate in excess of estimated four weeks’ average expenses
Other adjustments

Net capital
Minimum net capital requirement

Excess of net capital over minimum net capital requirement
Aggregate indebtedness

Ratio aggregate indebtedness to net capital

&

Schedule 1

8,824,335

543,170
20,007
690,475
214

7,570,469
250,000

7,320,469

780,737
0.10to 1

There are no material differences between the preceding computation and the Company’s corresponding

unaudited part I of Form X-17A-5 as of December 31, 2013.

See accompanying report of independent registered public accounting firm.
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Schedule 2
COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3

December 31, 2013

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of subparagraphs (k)(2)(i) and
(k)(2)(ii) of that rule.

See accompanying report of independent registered public accounting firm.

13



Schedule 3
COMMERCE BROKERAGE SERVICES, INC.
(A Wholly Owned Subsidiary of
Commerce Bank)

Information for Possession or Control Requirements under Rule 15¢3-3
December 31, 2013

The Company is exempt from Rule 15¢3-3 pursuant to the provisions of subparagraphs (k)(2)(i) and
(k)(2)(ii) of that rule.

See accompanying report of independent registered public accounting firm.
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KPMG LLP

Suite 1000

1000 Walnut Street

Kansas City, MO 64106-2162

Report of Independent Registered Public Accounting Firm on Internal
Control Pursuant to Securities and Exchange Commission Rule 17a-5

The Board of Directors
Commerce Brokerage Services, Inc.:

In planning and performing our audit of the financial statements of Commerce Brokerage Services, Inc.
(the Company), a wholly owned subsidiary of Commerce Bank, as of and for the year ended December 31,
2013 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. The study included tests of compliance with 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 the
recordation of differences required by Rule 17a-13, and

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 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.

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.

15

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
{"KPMG International ), a Swiss entity.



IS iGy

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 and 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, 2013, to
meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the
Securities and Exchange Commission, the Financial Industry Regulatory Authority, and other regulatory
agencies which rely on Rule 17a-5(g) under the Securities and 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.

KPMe LLP

Kansas City, Missouri
February 27,2014

16



razu IS

KPMG LLP

Suite 1000

1000 Walnut Street

Kansas City, MO 64106-2162

Report of Independent Registered Public Accounting Firm on Applying
Agreed-Upon Procedures Pursuant to SEC Rule 17a-5(e)(4)

The Board of Directors
Commerce Brokerage Services, Inc.:

In accordance with Rule 17a-5(¢)(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 December 31, 2013, which were agreed to by Commerce Brokerage Services,
Inc. (the Company) and the Securities and Exchange Commission, the Financial Industry Regulatory
Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating the Company’s
compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The
Company’s management is responsible for the Company’s 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 of 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 disbursement
records entries noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2013, with the amounts reported in Form SIPC-7 for the year ended December 31, 2013 noting no
differences;

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

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.

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.
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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.

KPme LIP

Kansas City, Missouri
February 27,2014
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SECURITIES INVESTOR PROTECTION CORPORATION i
PO, 8@;{ 82185 Washington, D,C. 20080-2185 %
S

| 202-371-8300
Genara! Asseasment Reconciliatisn

e
QA}

l (33-REV 7/10) | REV 7/10)
' For the fiscal year snded $2/31/2043 m—

{Read carefully the instructions In your Working Copy before complating this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL VEAR TMDINGS

1. Name of Member, address, Designated Examin ngs Amhm iy, 1834 Act registration no. and month in which fiseal vear snds for
purposes of the audit requirament of SEC Rulg 173-5

% ootmE  MKRA  DEC ; ' E Note: i any of the information shown on the
i

COMMERCE BROKERAGE SERVICES ING 1618 ¢ mailing %ai;x?% réguires correction, please e-mall
PO BOX 16891 any corrections o form@sipe.org and 2o

CLAYTOMN 120 831051404 indicate on the form filed,

Name and telephone number of persan to
contact respecting this form,

i E Raren ¥inke 81l6-760-7711

General Assessment {item 2a from page 2) : $ 4,126.00

g:zz:zs»

Less payment made with SIPC-6 filed (exclude interest) { 2,379.00 )

l 7/23/2013
[iate Paid

o

P
st

Less prior z}vemaymﬂﬁ* applie

Assessmant balance due or {overpayment) . 1,747.00

Interest computed on late payment (see instruction E) for___ - davs al 20% per annum

Total assessment balance and interest due {or overpayment carried forward $ _1,747.00

. PAID WITH THIS FORM:
Cheok enclosed, payable {o SIPC
Total {must i:;e same as F above) $ 1,747.00

® M om oo

H. Overpayment carried forward i }

. Subsidiaries [8) and predecessors (P Included In this form {glve name and 1984 Act regisiration number):

e SIPC member sgbmiﬁ ing this form and the
zsar by whom it Is execulad represent thereby Commerce Brokerage Rexrvices, Inc.

at all information contained herein Is true, corract _ _
and comp faig. ) ) (Naxzie of Corparation, Partnership o other organization)
Rarin 4
l ’ {Authurized Signature)
gled the 24  day of Japuary L2014 . Treasurer ’

{Title}

- Blis iorm and the asscssment payment is due 80 days axm the snd of the fiscal year. Retain the Working Cony of this form
y & perivd of not loss than 6 years, the latest 2 vesrs in an easily accessible mme

& Dates:

= Postmarked Received Reviewed

s Caloulations e Bocumentgton Forward Copy

== Exceptions:

50

F Disposition of exceptions:
1



ETERMINATION OF “SIPC NET OPERATING REVEHUES"
AHD GENERAL ASSESSMENT

Amounis for the fiscal peried
beginning 12813
and snding 12/34/2413

ftem Ko , Eliminals conlsg
2a. Total revenue (FOCUS Ling 12/Part LA Line 8, Code 4030} ; $ 11,025,977

2b. Additions:
{1} Total revenues from the securities business of subsidiaries {except foreign subsidiaries} and
predecessors not included above.

{2) Net loss from principal transactions in securities in frading ascounts,

{3) Net logs from principal ransactions In commoditias In trading accounis.

{4} interest and dividend sxpense deducted in delermining item 22,

{5) Nat loss trom managemant of or participation in the underwriting or distribution of securitiss.

{8} Expenses other than adveriising, printing, reoistration fess and legal fees deducted in determining net
oroflt from management of or participation in underwriting or distribution of seourities.

{7} Mat loss from securities in invesimen! aecounis.

Total additions

2¢. Daductions:
{1} Revenues from the distribution of shares of a registered open end investment company or unit
investmant trust, from the sale of varigble annuities, rom the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate
aocounts, and from transactions in securily fulures produsts. 8,896,542

{2} Revenugs irom commodity fransactions,

{3} GCommissions, floor brokerage and clearance paid to other SIPC members in connestion with
seourities transactions. 479,157

{4} Reimbursements for postage v connselion with proxy solieitation,

{8} Nel gain from securities in invesiment ascounis,

(6} 100% of commissions and markups sarnad from fransactions in {i} certilicates of deposit and
[} Treasury bills, bankers acceptances of commercial paper thal mature nine months or less
from issuanse dals.

{7} Direct expenses of printing advertising and lagal fees incurred In conneetion with other ravenus
rolated to the securities business {revenue detined by Sactipn 16{9){L} of the Act),

{8 Other revenue not related either directly oy Indirectly to the securities business.
{See instruction L}

{Deductions in excess of $108,000 require documentation)

{8} {1} Total interest and dividend sxpense (FOCUS Line 22/PARY lIA Line 13,
Gode 4075 plus line 2b{4) above] but aol in excess

of total inferest and dividend Income, $ 0
{ii} 40% of margin interest samed on customers seeurities 68
acsounts {40% of FOCUS line 8, Cude 3880, $
Enter the greater of line (I} or (1)) 68
Total deductions 9,375,767
2d. SIPC Net Operating Revenues | ¢ 1,650,210
2e, General Assessment @ .0025 ~ $ 4,126

{to page 1, Hne 2.4

]



