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OATH OR AFFIRMATION

Matthew E. h :
é o wyne , swear (or affirm) that, to the best of

b

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

Capital Analysts Incorporated : a5

1)

: December: 31 10
of , 20

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

,-are true and correct. 1 further swear (or affirm) that

classified solely as that'of a customer, except as follows:
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Srgna e

regident & Chief Executlve Offlcer

; Title
KENNETH J. RYAN

Netary Public, State of Ohio
'y Commission Expires June 28, 2011

(a) Facing Page.
(b) Statement of Financial Condition.
(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 Clalms of Credltors
() Computatron of Net Capital.
th) Computatron for Determination of Reserve Requrrements Pursuant to Rule 15¢3-3.
(i) Information Relating to the Possession or Control Requlrements Under Rule 15¢3-3.
() A Reconciliation, 1ncludmg appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
o Computatlon for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3..
(k) A Reconciliation between the audited and unaudited Statements of Fmancral Condmon with respect to methods of
consohdatlon - : ~
. (l) An Oath or Afﬁrmatron
(m) A copy of the SIPC Supplemental Report.
(n) A report descrrblng any material inadequacies found to exist or found to have ex1sted since the date of the prev1ous audit.
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Report of Independent Registered Public Accounting Firm

The Board of Directors
Capital Analysts Incorporated

We have audited the accompanying statement of financial condition of Capital Analysts
Incorporated (the Company), an indirect wholly-owned subsidiary of The Western and Southern
Life Insurance Company, as of December 31, 2010. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition based on our audit.

We conducted our audit 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 the Company’s internal control over financial reporting, Our audit
included consideration of internal control over financial reporting as a basis for designing 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 over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the statement of financial condition,
assessing the accounting principles used and significant estimates made by management, and
evaluating the overall statement of financial condition presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition, referred to above presents fairly, in all
material respects, the financial position of Capital Analysts Incorporated at December 31, 2010,
in conformity with U.S. generally accepted accounting principles.

ézvmt ¥ MLL?
February 25, 2011

1102-1233400 . 1
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Assets

Cash and cash equivalents

Capital Analysts Incorporated

Statement of Financial Condition

December 31, 2010

Commissions and concessions receivable

Receivable from affiliates
Due from clearing firm
Other receivables
Securities, at fair value

Deferred income tax asset from affliate

Premises and equipment (net of accumulated depreciation of $1,768,415)
Deposits with brokers
Prepaid expenses

Investments held under deferred compensation plan, at fair value

Total assets

Liabilities and stockholder’s equity

Liabilities:

Commissions and concessions payable

Payable to affiliates

Accrued expenses and other liabilities
Deferred compensation plan liability

Total liabilities

Stockholder’s equity:

Common stock, $50 par value, 1,000 shares authorized;
500 shares issued and outstanding

Additional paid-in capital
Accumulated deficit
Total stockholder’s equity

Total liabilities and stockholder’s equity

See accompanying noles.

1102-1233400

$ 696,289
3,641
437,735
284,903
347,865
5,174,684
1,264,225
1,425,794
110,000
356,541
2,298,999

$ 12,400,676

$ 286,557
727,750
913,920

2,298,999

4,227,226

25,000
13,685,611
(5,537,161)

8,173,450

$ 12,400,676




Capital Analysts Incorporated
Notes to Statement of Financial Condition

Year Ended December 31, 2010

1. Organization and Nature of Business

Capital Analysts Incorporated (the Company) is a wholly-owned subsidiary of Columbus Life
Insurance Company (the Parent), which is wholly-owned by The Western and Southern Life
Insurance Company (WSLIC). The Company is a licensed broker-dealer in all states and a
registered investment advisor in 49 states, with a national network of independent registered
representatives that introduce customer transactions placed through the Company.

2. Significant Accounting Policies
Cash and Cash Equivalents

Cash and cash equivalents include all cash balances and highly liquid investments with a
maturity of three months or less at the date of purchase.

Income Taxes

The Company is included in the consolidated federal income tax return with WSLIC. ASC 740,
Income Taxes, requires a systematic and rational allocation of tax expense to members of the
consolidated group. Accordingly, the Company records a provision for income taxes under the
separate return method as permitted under ASC 740. The benefit from any losses of the
Company is available to offset income of others within the consolidated group or the Company’s
future taxable income within the period of limitations, in accordance with the Company’s tax
sharing agreement. '

The Company has reviewed its tax positions taken on federal income tax returns for each of the
three open tax years and as of December 31, 2010, and has determined that no provision for
uncertain tax positions is required in the financial statements.

The gross amount of deferred income tax assets recorded at December 31, 2010 is $1,264,225.
The Company had no gross deferred tax liabilities recorded at December 31, 2010. The net
deferred income tax assets are primarily attributable to timing differences between the
recognition of expense on a GAAP and tax basis for contributions made to the deferred
compensation plan discussed in Note 6 and net operating loss carryforward. There was no
significant difference between the Company’s effective tax rate and the statutory corporate tax
rate of 35%. The amount of taxes currently due from WSLIC as of December 31, 2010 was
$153,983 and is included in receivable from affiliates.

1102-1233400 3



Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
Investments

The Company held an investment in a corporate bond with a fair value of $5,158,950 at
December 31, 2010. The bond earns interest at 2.9% annually and matures on January 14, 2013.
The bond was contributed to the Company from the Parent in September 2010, Changes in
unrealized gains and losses on the bond are recognized in the statement of operations.

Investments held under the Company’s deferred compensation plan, are stated at fair value, with
the change in unrealized gains or losses recognized through the statement of operations.

The Company, at times, has long or short positions resulting from trading errors that are covered
within a short period of time, which is usually one day. At December 31, 2010, the fair value of
long positions resulting from trading errors totaling $15,734 were included in securities on the
statement of financial condition.

Fair Value Measurements

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value
is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market
for the asset or liability or, in the absence of a principal market, the most advantageous market.
Valuation techniques that are consistent with the market, income or cost approach, as specified
by FASB ASC 820, are used to measure fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value
into three broad levels:

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

Level 2 inputs are inputs (other than quoted prices included within level 1) that are
observable for the asset or liability, either directly or indirectly.

1102-1233400 4



Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)

Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset or
liability. Unobservable inputs are developed based on the best information available under
the circumstances and may include the Company’s own data. :

The following table presents the financial instruments carried at fair value as of December 31,
2010 by caption on the statement of financial condition by ASC 820 valuation hierarchy defined
above:

Level 1 Level 2 Level 3 Total

Money market funds $ 2,665 $ - $ - $ . 2,665
Corporate bond - 5,158,950 - 5,158,950
Mutual funds 7,921 - - 7,921
Real estate investment trust - 7,813 - 7,813
Deferred compensation

Plan (mutual funds) 2,298,999 — . — 2,298,999
Total financial instruments $ 2309,585 § 5,166,763 $ - $ 7,476,348

There were no significant transfers in and out of Levels 1, 2, or 3 during the year ended
December 31, 2010.

Capitalization of Assets

Furniture and fixtures, computer hardware, and computer software are stated at cost, less
accumulated depreciation computed on a half year convention. Leasehold improvements are
stated at cost, less accumulated depreciation computed on a straight line basis. Furniture and
fixtures are depreciated over seven to ten years. Computer hardware is depreciated over three
years. Computer software is depreciated over five years.

Computer software includes capitalized internally developed software costs that are expenditures

related to the development of a new imaging and workflow system for the Company. As working
components of the system are moved into production, they are depreciated.

1102-1233400 5



Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the 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.

3. Deposits with Clearing Broker

At December 31, 2010, the Company had deposited funds of $110,000 with unrelated broker-
dealers.

4. Related-Party Transactions

WSLIC charges the Company a fee for services rendered, including the cost of employees,
certain facilities, printing, and data processing. The Company transacts business with the
following affiliates: Columbus Life Insurance Company, Integrity Insurance Company, Eagle
Realty Group, and Touchstone Funds. '

5. Benefit Plans

The eligible full-time employees of the Company are covered under the Western & Southern
Affiliated Company Employee Retirement 401(k) Savings Plan (the Savings Plan), which is a
contributory plan. Employees of the Company can contribute an amount not less than 1% of their
periodic compensation up to the maximum annual contribution allowed by current law.
Employee contributions become eligible for Company match beginning the first month following
the first 12-month period during which the employee worked a minimum of 1,000 hours. The
Company matched one half of eligible contributions up to a maximum match of 2% in 2010.
Effective January 1, 2011, the Company will match half of eligible contributions up to a
maximum match of 4%. In years where WSLIC exceeds its business expectations, the
Company’s matching contribution could increase to as much as half of eligible contributions up
to 6%. The Savings Plan is subject to the provisions of the Employee Retirement Income
Security Act of 1974 (ERISA).
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Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

5. Benefit Plans (continued)

Prior to January 1, 2010, eligible employees of the Company were covered under the Western &
Southern Affiliated Companies Retirement Plan (the Retirement Plan), which is a defined
contribution plan to provide additional income after retirement. Eligible participants include
employees of the Company who were over 21 years of age and had more than 1,000 hours of
service during a 12 month period. Under the Retirement Plan, each participant was provided with
an allocation of the Company’s contribution that is determined by an annual resolution of the
Board of Directors. The Retirement Plan was subject to provisions of ERISA. As of January 1,
2010, the Retirement Plan was frozen and no new participants will be added. The vested portion
of the Retirement Plan accounts will be available to employees in a lump sum when they leave
WSLIC or retire.

Effective January 1, 2010, eligible employees of the Company are covered under the Western &
Southern Pension Plan (the Pension Plan), which is a defined benefit plan that provides a lifetime
annuity upon retirement that is based on a percentage of the final average pay and years of
service under the Pension Plan.

Certain employees of the Company are covered under the Western & Southern Affiliated
Companies Supplemental Executive Retirement Plan (SERP), which is established for the
purpose of providing deferred compensation to selected employees considered highly -
compensated under ERISA. The SERP is intended to qualify as an unfunded plan and to comply
with section 409A of the Internal Revenue Code.

6. Deferred Compensation Plan

The Company sponsors a deferred compensation plan for certain producers. The Company
purchases mutual funds as directed by the plan participants to fund its related obligations. Such
securities are held in a rabbi trust for the participants and are recorded in the Company’s
statement of financial condition at fair value, with changes in value being recognized by the
Company in unrealized appreciation or depreciation on investments held under deferred
compensation plan. Changes in the Company’s liability, which are stated at contributions to date
plus accumulated investment gains or losses, are recognized by the Company in change in
deferred compensation plan liability.
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Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

7. Premises & Equipment
The following summarizes the Company’s premises and equipment at December 31, 2010.

Accumulated Net Carrying

Cost Depreciation Value
Furniture and fixtures $§ 607,491 $ (293,877) $ 313,614
Computer hardware 208,169 (207,308) 861 .
Computer software 2,264,458 (1,231,102) 1,033,356
Leasehold improvements 114,091 (36,128) 77,963
Total § 3,194,209 $ (1,768,415) $ 1,425,794

8. Regulatory Requirements

The Company is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule
15¢3-1 (the Rule), which requires that the Company maintain a minimum net capital level of the
greater of $250,000 or 6 2/3% of aggregate indebtedness, and a ratio of aggregate indebtedness
to net capital not to exceed 15 to 1, as those terms are defined by the Rule. At December 31,
2010, the Company’s net capital, as defined, was $3,875,145 which was $3,625,145 in excess of
required net capital, and its ratio of aggregate indebtedness to net capital was 0.50 to 1.

The Company carries no customer accounts and promptly transmits all customer funds and’
securities to its clearing broker.

9. Contingencies

Beginning in the fall of 2010, arbitration proceedings have been filed against the Company
involving allegations of misconduct of a former registered representative. An estimate of the
possible loss or range of loss cannot be made. Management of the Company believes that the
resolution of these matters will not result in any material adverse impact on the financial position
and operations of the Company.

The Company is involved in various legal and regulatory matters arising in the normal course of

business. Management of the Company believes that the resolution of these matters will not
result in any material adverse impact on the financial position and operations of the Company.
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Capital Analysts Incorporated

Notes to Statement of Financial Condition (continued)

10. Subsequent Events

Management has evaluated the impact of all subsequent events on the Company through
February 25, 2011, the date the financial statements were issued and available and has
determined that there were no subsequent events requiring recognition or disclosure in the
financial statements, other than listed below. '

In January 2011, the Company sold $1,000,000 par of its corporate bond.

1102-1233400
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