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OATh OR AFFIRMATION

Peter Barski .swearoraffirmthattothebeStof

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

CCH1TR Capital nagrmt Caipany

of Deceitir 31 20 08 are true and correct farther 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 acusiorner except as follows

Mary Brougher

NOTARY PUBLIC STATE OF ILLINOIS
Financial Officer

My Commission Expires May 19 2009 Title

142LA
otary Public

This report contains cheek all applicable boxes

Facing Page

Statement ofpixiancial
Statement of Income Loss
Statement Of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Ii Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule l5c3l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation betseen the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

in copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist orfound to have existed since the date oftheprevious audit

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3.
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Report of Independent Registered Public Accounting Firm

The Board of Directors

COUNTRY Capital Management Company

We have audited the accompanying statements of financial condition of COUNTRY Capital

Management Company COUNTRY Capital wholly owned subsidiary of COUNTRY Life

Insurance Company as of December 31 2008 and 2007 and the related statements of income

changes in stockholders equity and cash flows for the years then ended These financial

statements are the responsibility of COUNTRY Capitals management 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 Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement We were not engaged
to perform an audit of COUNTRY Capitals internal control over financial reporting Our audits

included consideration of internal control over financial reporting as basis for designing audit

procedures that are appropriate in the circumstances but not for the purpose of expressing an

opinion on the effectiveness of COUNTRY Capitals internal control over fmancial reporting

Accordingly we express no such opinion An audit also includes examining on test basis
evidence supporting the amounts and disclosures in the financial statements assessing the

accounting principles used and significant estimates made by management and evaluating the

overall financial statement presentation We believe that our audits provide reasonable basis for

our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of COUNTRY Capital Management Company at December 31 2008 and

2007 and the results of its operations and its cash flows for the years then ended in conformity
with U.S generally accepted accounting principles

Our audits were conducted for the purpose of forming an opinion on the basic financial

statements taken as whole The information contained in Schedules and II is presented for

purposes of additional analysis and is not required part of the 2008 basic financial statements

but is supplementary infonnation required by Rule 7a-5 under the Securities Exchange Act of

1934 Such information has been subjected to the auditing procedures applied in our audit of the

2008 basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

Chicago Illinois

February 23 2009
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COUNTRY Capital Management Company

Statements of Financial Condition

Assets

Cash and cash equivalents

Fixed income securities at fair value Note

Accounts receivable

Interest receivable

Due from affiliates

Income taxes recoverable

Total assets

Liabilities

Accounts payable and accrued expenses

Due to affiliates

Deferred tax liability

Total liabilities

December 31

2008 2007

1015962 1118553

552414

34630 73242

5343

53981 84169

85645 439335

1747975 1715299

45777 101123

531430 518645

4535

581742 619768

Stockholders equity

Preferred stock par value $100 per share

Authorized 10000 shares issued and outstanding None

Common stock stated value $50 per share

Authorized issued and outstanding 10000 shares

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

500000

666233

1166233

1.747.975

500000

595531

1095531

$1715299

See accompanying notes
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COUNTRY Capital Management Company

Statements of Income

Revenues

Marketing fees

Insurance sales

Mutual fund sales

College savings plans

Service fees from parent

Investment income

Change in unrealized gain on securities

Total revenues

Year Ended December 31

2008 2007

829621 1331017

668745 1108282

55900 55590

3000000 3240000

40781 46796

11423 122

4606470 5781807

Expenses

Commission expense

Insurance sales

Mutual fund sales

College savings plans

General management services Note

Professional services

Dues and assessments

Other

Total expenses

Income before income taxes

Income taxes Note

Current expense

Deferred expense

Net income

See accompanying notes

41090

4535

45625

70..702

618342

437936

27318

3369793

6754

5693

24307

4490143

116327

974657

707609

26026

3383839

26658

4061

23317

5146167

635640

24945

24945

610.695
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COUNTRY Capital Management Company

Statements of Changes in Stockholders Equity

Common

Stock

Preferred

Stock

Retained

Earnings

Accumulated

Deficit

Balance December 31 2006

Net income

Balance December 31 2007

Net income

Balance December 31 2008

See accompanying notes

Total

500000 15164 484836

610695 610695

500000 595531 1095531

70702 70702

500000 666233 1166233
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COUNTRY Capital Management Company

Statements of Cash Flows

Operating activities

Net income

Adjustments to reconcile net income to net cash

provided by operating activities

Unrealized gain on securities

Amortization

Decrease in due from affiliates

Decrease in accounts receivable

Increase decrease in interest receivable

Increase decrease in income taxes recoverable

Increase decrease in accounts payable and accrued

expenses

Increase in due to affiliates

Increase in income taxes payable

Net cash provided by operating activities

Investing activities

Proceeds from maturities of investments

Purchase of securities

Net cash used in provided by investing activities

See accompanying notes

Year Ended December 31

2008 2007

70702 610695

11423 122
609 18

30187 76815

38612 2097

5343 6612

353692 435095

55347 5269

12786 86453

4535

437792 352706

350000

540383

540383 350000

Increase decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

102591

1118553

1.015.962

702706

415847

1118553
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COUNTRY Capital Management Company

Notes to Financial Statements

December 31 2008

Nature of Operations and Organization

Organization and Operations

COUNTRY Capital Management Company COUNTRY Capital is wholly owned subsidiary

of COUNTRY Life Insurance Company COUNTRY Life which is wholly owned

subsidiary of the illinois Agricultural Holding Co which in turn is subsidiary of the Illinois

Agricultural Association

COUNTRY Capitals primary business is to serve as broker-dealer of mutual funds variable

annuities variable universal life insurance and college savings plans for the agents of

COUNTRY Financial COUNTRY Marketing fees from variable annuity and variable

universal life insurance products represented approximately 18% and 23% of total revenues in

2008 and 2007 respectively Marketing fees from mutual funds represented approximately 15%
and 19% of total revenues in 2008 and 2007 respectively and are generated through the sales of

mutual funds offered by unaffihiated brokers and by COUNTRY Trust Bank wholly owned

subsidiary of COUNTRY Life Marketing fees from sales of college savings plans represented

1% of total revenues in both 2008 and 2007 Although COUNTRY Capital is registered in 27

states its principal market is illinois

COUNTRY Capital is party to service agreement with COUNTRY Life in recognition of the

benefits provided to COUNTRY Lifes agency force by the availability of compliant registered

insurance and financial products Under the terms of the service agreement COUNTRY Life

paid COUNTRY Capital an annual service fee of $3000000 and $3240000 in 2008 and 2007

respectively The service fees generated under this agreement accounted for 65% and 56% of

COUNTRY Capitals total revenues in 2008 and 2007 respectively

Significant Accounting Policies

Basis of Presentation

The accompanying fmancial statements have been prepared in accordance with U.S generally

accepted accounting principles GAAP

Use of Estimates

The preparation of financial statements requires management to make estimates and assumptions

that affect the amounts reported in the financial statements and accompanying notes Actual

results could differ from those estimates

0808-0976928



COUNTRY Capital Management Company

Notes to Financial Statements continued

Significant Accounting Policies continued

New Accounting Standards

The Financial Accounting Standards Board FASB issued Statement of Financial Accounting

Standards SFAS No 157 Fair Value Measurements which provides enhanced guidance for

using fair value to measure assets and liabilities SFAS No 157 also requires expanded

disclosure of the methods employed when assets and liabilities are measured and the effect the

fair value measurement has on earnings SFAS No 157 applies whenever other standards require

or permit assets or liabilities to be measured at fair value COUNTRY Capital adopted SFAS
No 157 effective January 2008 which did not have an impact on the financial statements

The FASB issued SFAS No 159 The Fair Value Option for Financial Assets and Financial

Liabilities SFAS No 159 allows entities to voluntarily choose at specified election dates to

measure many financial assets and fmancial liabilities at fair value SFAS No 159 is effective

for fiscal years begirming after November 15 2007 The Company elected not to adopt the

recognition provisions of SFAS No 159 effective December 31 2008

Pending Accounting Pronouncements

The FASB Interpretation No 48 FIN 48 Accounting for Uncertainty in Income Taxes an

Interpretation of SFAS No 109 clarifies the accounting for uncertainty in income taxes

recognized in an enterprises fmancial statements in accordance with SFAS No 109 Accounting

for Income Taxes The FASB recently fmalized FIN 48-3 which will defer the effective date of

FiN 48 for certain nonpublic entities Accordingly COUNTRY Capital has deferred FIN 48
COUNTRY Capitals accounting policy recognizes uncertain tax positions as liability when it

becomes probable the position will not be sustained and the amount can be reasonably estimated

COUNTRY Capital does not expect the adoption of FIN 48 to have material effect on the

financial position or operating results

Investments

Investments are carried at fair market value The valuation of these securities is based upon

prices obtained from independent pricing services Unrealized gains or losses are recognized on

the statements of income

0808-0976928



COUNTRY Capital Management Company

Notes to Financial Statements continued

Significant Accounting Policies continued

Cash and Cash Equivalents

Cash and cash equivalents include cash balances and investments with initial maturities of three

months or less including money market mutual funds Money market mutual funds are valued

based on the reported net asset value per share of the fund

Marketing Fees

Marketing fees on insurance and mutual fund sales are recognized as revenue when the fees are

earned by COUNTRY Capital

Investments

The amortized cost and fair value of COUNTRY Capitals investments in fixed income

securities at December 31 2008 are as follows

Issuer

Amortized Unrealized

Cost Gain

Unrealized

Loss

Fair

Value

Corporate bonds 540991 11423 552414

COUNTRY Capital did not have investments in fixed income securities at December 31 2007

The contractual maturities of fixed income securities at December 31 2008 were as follows

2008

Due after one year through five years

Total securities

Amortized Fair

Cost Value

540991 552414

540991 552414

0808-0976928



COUNTRY Capital Management Company

Notes to Financial Statements continued

Net Capital Requirements

Pursuant to the net capital provisions of Rule 15c3-l of the Securities Exchange Act of 1934
COUNTRY Capital is required to maintain minimum amount of net capital equal to the greater

of 6-2/3% of aggregate indebtedness or $5000 Net capital and the related net capital ratio may
fluctuate on daily basis At December 31 2008 and 2007 COUNTRY Capital had net capital

of $1018216 and $472160 respectively and net capital requirements of $38481 and $41318
respectively COUNTRY Capitals ratio of aggregate indebtedness to net capital was 0.57 to

and 1.31 to at December 31 2008 and 2007 respectively The net capital rules may effectively

restrict the payment of advances or cash dividends

Related-Party Transactions

COUNTRY Capital is party to service contract with CC Services Inc CC Services an

affiliated company whereby CC Services provides essentially all necessary management and

operational services required to run COUNTRY Capitals business The cost of services

provided to COUNTRY Capital from CC Services totaled $3268055 and $3279518 in 2008

and 2007 respectively

Income Taxes

COUNTRY Capital files its tax return on separate company basis The effective tax rate differs

from the prevailing corporate tax rate due principally to the effect of state income taxes and the

release of the deferred tax valuation allowance Deferred income taxes result from the difference

in the bases of investments for financial reporting and tax purposes

The components of income tax expense for the years ended December 31 2008 and 2007 are as

follows

2008

Current

Deferred

Income tax expense

2007

Current

Deferred

Income tax expense

Federal State Total

32510 8580 41090

3998 537 4535

36508 9117 45625

12459 12486 24945

12459 12486 24945

0808-0976928



COUNTRY Capital Management Company

Notes to Financial Statements continued

Income Taxes continued

COUNTRY Capital has deferred tax liability of $4535 in 2008 due to the unrealized gain on

securities In 2007 COUNTRY Capital had deferred tax asset of $1200 offset by valuation

allowance of $1200

COUNTRY Capital made tax payments of $105960 and $86645 during 2008 and 2007

respectively and received refunds of $418603 in 2008

0808-0976928
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COUNTRY Capital Management Company

Schedule Computation of Net Capital and

Aggregate Indebtedness Under Rule l5c3-l

December 31 2008

Aggregate indebtedness

Accounts payable and accrued expenses and due to affiliates 577208

Net capital

Common stock 500000
Retained earnings 666233
Total stockholders equity 1166233

Add
Deferred tax liability 4535

Less

Disallowed receivables 95222
Securities haircut 57329 152551

Net capital 1018217

Capital requirements

Minimum net capital requirement greater of

$5000 or 6-2/3% of aggregate indebtedness 38481
Net capital in excess of requirements 979736
Net capital as above 1018217

Ratio of aggregate indebtedness to net capital 0.57 to

There were no material differences between the audited Computation of Net Capital included in

this report and the corresponding schedule included in COUNTRY Capital Unaudited

December 31 2008 Part hA FOCUSfiling

0808-0976928
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COUNTRY Capital Management Company

Schedule II Statement Relating to Certain

Determinations Required Under Rule 5c3-3

December 31 2008

COUNTRY Capital is exempt under Rule 5c3-3 paragraph k1 of the Securities Exchange

Act of 1934 as COUNTRY Capital has limited business activities mutual funds and variable

annuities only

0808-0976928
12



Supplementary Report of Independent Registered Public Accounting Firm

on Internal Control Required by SEC Rule 7a-5

The Board of Directors

COUNTRY Capital Management Company

In planning and performing our audit of the financial statements of COUNTRY Capital

Management Company COUNTRY Capital as of and for the year ended December 31 2008 in

accordance with auditing standards generally accepted in the United States we considered its

internal control over fmancial reporting internal control as 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 COUNTRY Capitals internal control

Accordingly we do not express an opinion on the effectiveness of COUNTRY Capitals internal

control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by COUNTRY Capital including

consideration of control activities for safeguarding securities The study included tests of such

practices and procedures that we considered relevant to the objectives stated in Rule 17a-5g in

making the periodic computations of aggregate indebtedness and net capital under

Rule 17a-3a1 and for determining compliance with the exemptive provisions of

Rule 5c3-3 Because COUNTRY Capital 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 COUNTRY Capital in any of the following

Making quarterly securities examinations counts verifications comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of COUNTRY Capital 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 SECs 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 COUNTRY Capital has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in accordance with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

0808-0976928
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Because of inherent limitations in internal control or 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

control deficiency exists when the design or operation of control does not allow management
or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination

of control deficiencies that adversely affects the entitys ability to initiate authorize record

process or report financial data reliably in accordance with generally accepted accounting

principles such that there is more than remote likelihood that misstatement of the entitys

fmancial statements that is more than inconsequential will not be prevented or detected by the

entitys internal control material weakness is significant deficiency or combination of

significant deficiencies that results in more than remote likelihood that material misstatement

of the financial statements will not be prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that

COUNTRY Capitals practices and procedures as described in the second paragraph of this

report were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management
the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and it is not intended to be and should not be used by anyone other than these

specified parties

444iut 47LLP
Chicago illinois LJ-f
February 23 2009

0808-0976928
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Ernst Young LLP

Assurance Tax Transactions Advisory

About Ernst Young

Ernst Young is global leader in assurance

tax transaction and advisory services

Worldwide our 130000 people are united

by our shared values and an unwavering

commitment to quality We make difference

by helping our people our clients and our wider

communities achieve potential

www.ey.com
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