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OATHORAFFIRMATION

l, UA GOFF ,swear(or affirm) that, to the

bestof my knowledgeandbelief the accompanyingfinancial statement and supporting schedules pertaining to thefirmof

CAPITOLSECURITIESMANAGEMENT,INC. , as of

DECEMBER31 , 20 16 ,are tn.ieand correct. I further swear(or affirm) that neitherthecompany

norany partner, proprietor,principleofficer ordirectorhas any proprietaryinterest in anyaccountclassifiedsoleyas thatof

A customer,exceptas follows:

JACLYNMARIEOAKES
NOTARYPUBLIC (sign reCHIEFFINANCIALOFFICER

MYCOMMISSIONEXPIRES3/31/20 -7,

Notary PuMc

Thisreport**contains(checkall applicable boxes):

0 (a) Facing page.

2 (b) Statement of FinancialCondition.

(c) Statementof Income(Loss).

(d) Statement of Changes in FinancialCondition.

(e) Statement of Changes in Stockholders'Equity or Partners' or SoleProprietorsCapital.

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

(g) Computation of Net Capitai.

(h) Computation for Determination of ReserveRequirementsPursuant to Rule 15c3-3.

(i) Information Relating to the Possession or control requirements UnderRule 15c2-3.

(j) A Reconciliation.Including appropriate explanation, of the Computation of Net Capital Under Rule 15c3-1 and the
Computation for Determination of theReserve Requirements UnderExhibit A of Rule 15c3-3.

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

(l) An Oath orAffirmation.

(m) A copyof the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previousaudit.

** For conditions of confidential treatment of certainportions of this filing,see section240.17a-6(e)(3).



CAPITOL SECURITIES MANAGEMENTilNC.

STATEMENTOF FINANCIAL CONDITION

As of andfor the YearEnded December 31,2016

And

Report of Independent Registered Public Accounting Firm



t

CAPITOLSECURITIES MANAGEMENT,INC.

TABLE OF CONTENTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM.....................................1

FINANCIAL STATEMENT
Statement of Financial Condition..................... . . . . . ............ . ............................................2
Notes to Financial Statements........................................................,...................................,......3- 7



LARRYD.LIBERFARB,P.C.
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AND RNANCIAL ADv/ISORS

11Vanderbilt Avenue, Suite 220,Norwood,Massachusetts 02062
Tel. (781)255-8800 Fax(78L) 255-9217
&Mail: Info@Liberfarb.com

Report of Independent RegisteredPublic Accounting Firm

To the Board of Directors

of CapitolSecuritiesManagement,Inc.

We have audited the accompanying statement of financial condition of Capitol Securities
Management,Inc.asof December 31,2016,andthe related notes to the financialstatements.This
financial statement is the responsibility of Capitol Securities Management, Inc.'s management.
Our responsibility is to expressan opinion on this financial statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States).Those standardsrequire that we plan and perform the audit to
obtain reasonable assuranceabout whether the statement of financial condition is free of material

misstatement. An audit includes examining,.on a test basis,evidence supporting the amounts and
disclosures in the statement of financial position.An audit also includes assessingthe accounting
principles used and significant estimatesmade by management, aswell as evaluating the overall
statement of financial position presentation. We believe that our audit provides a reasonablebasis
for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Capitol Securities Management, Inc. as of December 31,2016 in
accordancewith accounting principles generally acceptedin the United States of America.

oc sac e /

ebru 10,2017



CAPITOL SECURITIES MANAGEMENT, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2016

ASSETS
Current Assets:

Cashandcash equivalents $ 917,239
Receivable from broker dealers and clearing organization 548,121
Notes receivable 152,667

Total current assets 1,618,027

Non-Current Assets:

Propertyand equipment,net 267,400
Notes receivable 254,753
Other assets 338,884
Deposits with clearing organization 100,000

Total non-current assets 961,037
Total assets $ 2,579,064

LIABILITIES AND STOCKHOLDER'S EQUITY
Current Liabilities:

Accounts payable $ 20,380
Accrued expenses 704,957
Rent abatemerit payable 14,062

Total current liabilities 739,399

Non-Current Liabilities:

Deferred income taxespayable 55,000
Deferred incentive liability 319,000
Rent abatement payable 70,307

Total non-current liabilities 444,307

Total liabilities 1,183,706

Stockholder's Equity
Common stock,$1 par value; 5,000 shares

authorized; 100 shares issued and outstanding 100

Additionalpaid-in capital 65,900

Retainedearnings 1,329,358
Total stockholder's equity 1,395,358
Total liabilities and stockholder's equity $ 2,579,064

See Notes to Financial Statements and Independent Accountant's Report
2



CAPITOL SECURITIESMANAGEMENT,INC.

NOTESTO FINANCIALSTATEMENTS

DECEMBER31,2016

Note 1-Organization and nature of business

Organization- CapitolSecurities Management,Inc. (the "Company") is a broker dealer registeredwith
the Securitiesand Exchange Commission(SEC),and is a memberof the Financial IndustryRegulatory
Authority, Inc. (FINRA).The Company is a wholly owned subsidiary of CS Financial Group, Inc. (the
"Parent").The Parent's liability, as the sole shareholder of the Company, is limited in that in any
proceedingbrought by or in the name of the Company,the Parent shall not have liability for damages
other than for willful misconductor a knowingviolationof criminal law.

The Companyis a registered broker-dealer under the Securities Exchange Act of 1934. The Company
is also an investment advisor registeredunderthe InvestmentAdvisorsAct of 1940.

Note 2·--Summary of significant accounting polleies

Basis of presentation - The preparation of the Company's financial staternehts in conformity with
accounting principlesgenerally accepted in the United States of America requires managementto
make estimates and assumptions as to reported amountsand disclosures in the financlai statements.
Managementbelievesthat the estimates usedin preparingthe financial statementsare reasonableand
prudent. Actual results could differ from the estimatesincluded in the financial statements.

Cashand cash equivalents - For purposes of the statementof cash flows, the Company considers all
highly liquid debt instruments purchasedwith a maturity of three months or less to be cashequivalents.

Accountsreceivable - Accounts receivable is comprisedof receivablesfrom broker dealers. These are
collected in a shortperiod of time, and basedon past experience, management has determined that an
allowancefor doubtfulaccounts is not necessary.

Notes receivable - Notes receivable consistsof arrangementswith certain employees. Each note has
specíficterms that are based on the nature of the respective employee agreement.

Property and equipment- Propertyand equipmentis recor.dedat cost Depreciation is computedonthe
straight linebasis overtheir estimated useful lives, which range from five to seven years.Purchases
under$1,000 are charged to expense as incurred; major renewals and betterments, which extend the
useful life of the asset is capitalized.When Items of property and equipment are sold or retired, the
related cost and accumulated depreciation are removedfrom the accounts and any gain or loss is
included in the results of operations. Leasehold improvements are amortized over the lesser of the
economic.usefullife of the improvementor the term of the lease,

income taxes - The Company accounts for income taxes using the asset and liability method.Deferred
tax assets. and liabilities are recognized for the future tax conseqences attributable to differences
between the financial statement carrying amountof existing assets and liabilities and their raspective
tax bases.Deferred tax assets and liabilities are measured using enacted taxrates expectedto apply to

taxable income in the years in which those temporary differencesare expected to be recovered in
income. Deferred tax assets are reduced by a valuation allowance if it is more likely than not that the
tax benefits will not be realized. Managementhas evaluatedtax positions that could have a signifloant
effect on the financial statements and determined that the Company had no uncertain tax positions at
December31, 2D16.
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CAPITOL SECURITIESMANAGEMENT,INC.

NOTESTO FINANCIALSTATEMENTS

DECEMBER31, 2016

Note 2-Summary of significant accounting policies (continued)

Fair \/alue Measurements - The carrying amounts of total current assets and total liabilities
approximatesfair value, because of the short term nature of theseinstruments.The contractual interest
rates associatedwith these assets or liabilities are consideredto be at market rates.

Deposits with Clearing Organizations- Deposits with clearingorganizations consist of cashwhich has
been placed,with the Company's clearing organization in the normal course of business. These
transactionsare recorded on a trade date basis.At December31, 2016, the Companyhad $100,000in
cashon depositwith the Company's clearing organization.

Note 3-Off balance sheet risk and concentration of credit risk

Off balance sheet risk - The Company's customers' securities transactions are introduced on a fully
disclosedbasis with a clearing broker/dealer.

The Company currently has a clearing agreementwith Pershing, LLC ("Pershing") to clear all trade
transactions.The Company is required to maintain a cash deposit of $100,000 with Pershing in
accordance with the terms of the clearing agreement.

The clearing broker/dealer carries all of the accounts of the customers of the Company, and is
responsible for execution, collection of and paymentof funds, and receipts and delivety of securities
relative to customer transactions.Off balance sheet risk existswith respect to these transactions,due
to the possibility that customers may be unable to fulfill their contractual commitments. The clearing
brokerldealermay charge any losses it incurs to the Company.The Company seeks to minimizethis
risk through proGedures designed to monitor the credit worthiness of its customers, and customer
transactions are executed properly by the clearing/broker dealer.

The Company is engaged in various trading and brokerage activities whose counterp.arties primarily
include broker-dealers, banks and other financial institutions. In the event counterparties do hot fpifill
their obligations, the Company may be exposed to risk.The risk of default depends on the credit
worthiness of the counterparty òr issuer of the instrument. It is the Company's policy to review, as
necessary,the credit standing of each counterparty withwhich it conducts business.

Concentration of credit risk - The Company places its cash and cash equivalents on deposit with
financial institutions in the United States, The Federal Deposit Insurance Corporation(FDIC) provides
insurance coverage for up to $250,000 for substantially all depository accounts and temporarily
providesunlimitedcoverage, through December 31, 2016, for certain qualifying and participating non-
Interest.bearing transaction accounts. The Company, from time to time, may have amountson deposit
in excessof the insured limits. As of December31, 2016,the Company had$667,239, which exceeded
these insured amounts.

The Company maintains cash and securities in excess of the established limit insured by the Securities
investors ProtectionCorp (SIPC),
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CAPITOL SECURITIESMANAGEMENT,INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER31, 2016

Note 4--Net capital requirements

As a registered broker-dealer, the Company is subjectto the Securities and Exchange Commission's
Uniform Net Capital Rule ("Rule 15c3-1"). Rule 15c3-1 requires the maintenance of minimum net
capitaland requlres that the ratio of aggregateindebtednessto det capital, both as defined, shall not
exceed15 to 1.

Rule 15c3-1 further requlres that equity capital may not be withdrawri, or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1. In addition,certain advances, payment of dividends,
and other equity withdrawals are subject to certain notification provisions of Rule 1503-1. At December
31, 2016, the Company had net capital of $380,007, as definedunder Rule15c3-1, whichrespectively
exceeded the requirementsby $130,007.The Company'sratio of aggregateindebtednessto netcapital
at Deóember31, 2016 was 2.97 to 1.

Note 5-Retirement plan

The Company provides a 401(k) savings plan,which covers substantially all employees meeting
minimum age and service requirements. The Company at its discretion may match employee
contributionsto the plan.

Note 6-Property and equipment

Propertyandequipmentat December31, 2016 consistsof thefollowing:

Computerequipment $ 153,940
Furnitureandfixtures 295,235
Leaseholdimprovements 203,246

652,421
Less accumulated depreciation (385,021)

Netproperty and equlipment $ 267,400

Note 7----Operating leases

The Company leases office space at ten locations.AIl leases are accountedfor as operating leases.
Leaseterms expire over thenext one to eight years and containrenewal options.

The Company entered into a sublease agreement for one of its locations in April 2014. The sublease
expires in August 2017 when the lease term expires.

Some of the leases include excess operating expense clauses and scheduled rent increases at
specified intervals during the terms of the leases.
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CAPITOL SECURITIESMANAGEMENT,INC.

NOTES TO FINANCIAL STATEMENTS

DECEMBER31, 2016

Future minimum lease payments under non-canceliable operating leasesare as follows:

Years endingDecember 31,
2017 $ 949,215
2018 705,408
2019 610,138

2020 621,651
2021 636,467
Thereafter 756,787

$ 4,279,666

Note S-Notes receivable

As described in Note 2, the Company has eleven outstanding notes with related parties. At December
31, 2016, the notes receivable balance totaled $407,420. The agreements' payment terms specify that
the borrowers will make monthly payments over various time perlods as detailed in each individual
note.These paymentsareto be withheld from the related party'smonthly pay.These notes are non-

interest bearing; management has determined imputed interest to be immaterial. The current portion of
the receivable totaled $152,667at December31, 2016.

Note 9-income taxes

The provisionfor federal and state incometaxes, for theyear endedDecember31, 2016 is as follows:

Deferred income taxexpense
Federal $ 41,000
State 14,000

55,000

Provisionfor incometaxes $ 55,000

The income tax provision differs from the expense that would result from applying federal and state
statutory rates to income before income taxes becausethe Company is subject to deferred income
taxes.A portion of meals and entertainment and key man life Insurance are not tax deductible. The
Company as part of one of its lease agreements received six months of free rent. This benefit also
impactsdeferredincometaxes.

The Company is a memberof a group that flles a consolidatedtax return.The separate retum method
is used to allocate current and deferred taxes among the group membens when issuing separate

financialstatements. In the current year, the Company included this amount as part of the incometaxes
payable recorded on the balance sheetas a deferredtax liability of $55,000,
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CAPITOLSECURITIESMANAGEMENT,INC.

NOTESTO FINANCIALSTATEMENTS

DECEMBER 31, 2016

The Companyis subject to routine auditsby taxing jurisdictions,however,there are currently noaudits
in progress. The Company remains subject to examinationsby U.S.Federal and various state
authoritiesfor yearsendingafter December31, 2013.

Note 10-Related Parties

The Company received a capital contribution of $300,000 from the Parent and rnade distributionsof
$930,000to the Parentfor the year ending Déóember31, 2016.

Note 11-Litigation

The Company is involved in various legal proceedingsarising in the ordinary course of its business
activities.The Company believes that these variousasserted claims and litigation will not materially
affect its financial position, future operating results or cash flows,although no assurance can be given
with respectto the ultimateoutcome of any such claimsor litigation.

Note 12--Subsequent Events

Managementhas evaluated subsequent events through February 10, 2017, the date on which the
financial statements were available to be issued.There were no subsequent events that require

adjustment or disclosurein the financial statements.
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