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OATH OR AFFIRMATION

Scott Roland swear or affirm that to the best of

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

CapWealth Investment Services LLC

of December 31 20 12 are true and correct further 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 customer except as follows

This report contains check all applicable boxes

IX Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition Statement of Cash Flows

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

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

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

IX Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

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

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

consolidation

IX An Oath or Affirmation

IX copy
of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

as

My Commission

Expires

August 10 2016

Signature

COO

Notary Public

Title

Fo conditions of confidential treatment of certain portions ofthisfihing see section 240.17a-5e3
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INDEPENDENT AUDITORS REPORT

To The Member

Cap Wealth Investment Services LLC

Franklin Tennessee

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Cap Wealth Investment Services LLC as

of December 31 2012 and the related statements of income changes in members equity changes in liabilities

subordinated to claims of general creditors and cash flows for the year then ended that are filed pursuant to rule

7a-5 under the Securities Exchange Act of 1934 and the related notes to the financial statements

Manajiements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation
of

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 audit We conducted our

audit in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial

statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the 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 Companys 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 Companys 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 basis for our

audit opinion



To The Member

Cap Wealth Investment Services LLC

Page Two

Opinion

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

position of CapWealth Investment Services LLC at December 31 2012 and the results of its operations and its

cash flows for the year then ended in accordance with accounting principles generally accepted in the United

States of America

Other Matter

Our audit was conducted for the purpose of forming an opinion on the financial statements as whole The

information contained in Schedules through is presented for purposes of additional analysis and is not

required part of the financial statements but is supplementary information required by Rule 7a-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 through has been subjected to the auditing procedures applied in the audit of

the financial statements and certain additional procedures including comparing and reconciling such

information directly to the underlying accounting and other records used to prepare the financial statements or

to the financial statements themselves and other additional procedures in accordance with auditing standards

generally accepted in the United States of America In our opinion the information in Schedules through is

fairly stated in all material respects in relation to the financial statements as whole

Nashville Tennessee

February 25 2013



CAPWEALTH IN VESTMENT SERVICES LLC

Statement of Financial Condition

December 31 2012

Assets

Cash
82625

Deposit with clearing organization
15000

Receivable from fund companies and clearing organization
81296

Prepaid expenses
139li

Total assets

Liabilities and Members Equity

Liabi ities

Accounts payable and accrued expenses
17376

Due to affiliate
13848

Total liabilities
3124

Members equity
l61i

Total liabilities and members equity

The accompanying notes are an integral part
of these financial statements



CAPWEALTH INVESTMENT SERVICES LLC

Statement of Income

For the Year Ended December 31 2012

Revenues

Commissions

696582

Other income

Total revenues

Operating expenses

Commission expense

120125

Clearance fees

139178

Salaries and benefits

114591

Insurance

21785

License and registration

15736

Professional fees

21448

Communications and data processing

18946

Occupancy

36582

Office expense

Total operating expenses

Net income

The accompanying notes are an integral part of these financial statements



CAP WEALTH IN VESTMENT SERVICES LLC

Statement of Changes in Members Equity

For the Year Ended December 31 2012

Balance at December 31 2011 156054

Member distributions 200000

Net income 205556

Balance at December 31 2012 LJLiQ

The accompanying notes are an integral part of these financial statements



CAPWEALTH IN VESTMENT SERVICES LLC

Statement of Changes in Liabilities Subordinated

To Claims of General Creditors

For the Year Ended December 31 2012

Subordinated liabilities at beginning and end of year

The accompanying notes are an integral part of these financial statements



CAPWEALTH IN VESTMENT SERVICES LLC

Statement of Cash Flows

For the Year Ended December 31 2012

Increase Decrease in Cash and Cash Equivalents

Cash flows from operating activities

Net income 205556

Adjustments to reconcile net income to net cash provided by

operating activities

Changes in operating assets and liabilities

Increase in receivable from fund companies and clearing

organization 8632
Increase in prepaid expenses 1986
Decrease in accounts payable and accrued expenses 12047
Decrease in due to affiliate 13495

Total adjustments 36160

Net cash provided by operating activities 169396

Cash flows from financing activities

Member distributions 200000

Net cash used in financing activities 200000

Net decrease in cash and cash equivalents 30604

Cash and cash equivalents at beginning of year 113229

Cash and cash equivalents at end of year

The accompanying notes are an integral part of these financial statements



CAPWEALTH IN VESTMENT SERVICES LLC

Notes to Financial Statements

December 31 2012

Organization

CapWealth Investment Services LLC the Company is engaged in the securities business

The Company is broker-dealer which sells general
securities on fully disclosed basis

through clearing broker direct participation programs and variable contracts on best

efforts and subscription basis and mutual funds with all orders cleared through the sponsoring

institution The Company is registered with the Securities arid Exchange Commission SEC
and is member of the Financial Industry Regulatory Authority FINRA

The Company is organized in the State of Tennessee as limited liability company formed

pursuant to the Tennessee Revised Limited Liability Company Act

Summary of Sijjnificant Accounting Policies

Cash and Cash Equivalents

For the purpose of the statement of cash flows the Company considers all cash and

highly liquid debt instruments purchased with maturity of three months or less to be

cash equivalents The Company places its cash and cash equivalents with financial

institutions management considers to be of high quality There were no bank

deposits in excess of the federally insured limits at December 31 2012

Revenue Recognition

The financial statements are prepared on the accrual basis The Company recognizes

commission income on trade date basis

Income Taxes

As single-member limited liability company income from the Company is

combined with the income and expenses of the single member from other sources and

reported in the single members individual income tax return The financial

statements therefore do not include provision for income taxes The federal and

state income tax returns associated with the single member for 2012 2011 2010 and

2009 are subject to examination by the federal and state tax authorities generally for

three years after they were filed

Estimates

The preparation of financial statements in conformity with generally accepted

accounting principles requires management to make estimates and assumptions that

affect the reported amounts of 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

10



CAPWEALTH INVESTMENT SERViCES LLC

Notes to Financial Statements Continued

December 31 2012

Summary of Sijnificant Accountin2 Policies Continued

Advertisinji Costs

Advertising costs are expensed as incurred

Fair Value of Financial Instruments

Accounting Standards Codification No 823 Financial Instruments requires

disclosures of information about the fair value of certain financial instruments for

which it is practicable to estimate that value For purposes of this disclosure the fair

value of financial instrument is the amount at which the instrument could be

exchanged in current transaction between willing parties other than forced sale or

liquidation The carrying amounts of the Companys short-term financial instruments

approximate fair value due to the relatively short maturity period for these

instruments

Net Capital Requirements and Other Restrictions

The Company is subject to the Securities and Exchange Commission Uniform Net Capital

Rule 15c3-1 which requires that broker-dealers aggregate indebtedness as defined shall

not exceed fifteen times net capital subject to minimum capital equal to $5000 At

December 31 2012 the Company had net capital as defined of $135419

The Company maintains an agreement for clearing services with clearing broker registered

with the SEC In accordance with the agreement between these parties $15000 cash balance

is maintained with the clearing broker and is reflected as deposit with clearing organization in

the statement of financial condition

Due To Affiliate

The advances of $13848 at December 31 2012 represent unsecured non-interest bearing

advances received from an affiliated company CapWealth Advisors LLC The account is used

for clearing of expense allocation between the Company and its affiliate

Related Party Transactions

Substantially all expenses of the Company except commission expense and clearing charges

represent
allocations of such expenses from an affiliated company Cap Wealth Advisors LLC

owned by the Companys single member and established through an expense sharing

agreement The allocation is based on the expense sharing agreement established between the

Company and the affiliated company Expenses allocated to the Company for the year ended

December 2012 were approximately $200000

11



CAPWEALTH INVESTMENT SERViCES LLC

Notes to Financial Statements Continued

December 31 2012

Related Party Transactions Continued

During the year ended December 31 2010 the Company and its affiliate relocated their

operations to new expanded office facility In conjunction with this move the affiliated

company entered into lease agreement for this office facility from August 2010 through

October 2020 Lease payments under this agreement began on November 2010 with the

remaining required base rent lease obligation payable as follows

Year Ended

December 31 Amount

2013 183878

2014 187555

2015 191306

2016 195132

2017 199035

Thereafter 585523

1542.429

The Company shares in the rental obligation charges through the affiliated companys

allocation of expenses Rental expense of $34621 associated with the lease agreement was

allocated to the Company during 2012 and is included within occupancy expense

The affiliated company maintains savings incentive match plan associated with simple IRA

plan for the benefit of its employees The plan is limited to those individual employees who

have recived at least $5000 in compensation during each of the previous and current years

Under the terms of the plan the affiliated company will make matching contributions to

eligible employees up to 3% of the employees annual compensation The Company shares in

the expense of the matching provision of the plan and was allocated $2872 of this expense

during 2012 and is included within salaries and benefits

Receivable from Fund Companies and Clearing Organization and Payable to Registered

Representatives

Amounts receivable from fund companies and clearing organization and payable to registered

representatives at December 2012 consist of the following

Receivable Payable

Fees and commissions

receivable/payable $819 L1.Q2

Fees payable to registered representatives at December 2012 of $1 7067 are included within

accounts payable and accrued expenses

12



CAPWEALTH iNVESTMENT SERViCES LLC

Notes to Financial Statements Continued

December 31 2012

Commission Concentrations

During 2012 three registered representatives accounted for approximately 99% of the total

commission revenue for the current year totaling $696582 The Companys single member is

included within the three representatives and alone accounted for approximately 55% of the total

commission revenue No commissions were paid to the Companys single member during the

current year however amounts totaling $200000 were distributed to the single member during

2012 as current year distributions Two of the registered representatives operating under

current independent contractor agreements with the Company were paid approximately

$120000 in commissions This amount represents approximately 100% of the total commission

expense for 2012

Leiial

The Company from time to time may be involved in litigation disputes and claims arising in the

ordinary course of business These matters arise from variety of sources including the day-to

day operations of the business governmental compliance and contracts/agreements related to its

customers and vendors There were no matters outstanding as of December 31 2012 that were

known to management

Exemption of SE Rule 15c3-3 Reserve Requirement

The Company is exempt from the provisions of SEC Rule 5c3-3 because the Company does not

carry security accounts for customers or perform custodial functions relating to customer

securities

10 Subsequent Events

Subsequent to December 31 2012 on January 15 2013 an amount of $25000 was distributed to

the Companys single member as member draw

Management has evaluated subsequent events through February 25 2013 the date which the

financial statements were available to be issued

13



Schedule

CAFWEAL TH INVESTMENT SER VICES LLC

Computation of Net Capital Under Rule 15c3-1

of the Securities and Exchange Commission

As of December 31 2012

Total members equity
161610

Deduct members equity not allowable for net capital

Total members equity qualified for net capital 16JiQ

Less nonallowable assets other deductions and/or charges and haircuts

Receivable from fund companies and clearing organization outstanding

greater than 30 days 11934

Other deductions and/or charges
351

Prepaid expenses
13562

Haircuts 344

Total nonallowable assets and haircuts 26191

Net capital
135419

Net capital required
5000

Excess net capital $JQ4i2

Aggregate indebtedness

Aggregate indebtedness as included in the Statement of Financial Condition

Accounts payable and accrued expenses 17376

Due to affiliate 13848

Total aggregate indebtedness _______L221

Ratio of aggregate indebtedness to net capital

Reconciliation with Companys computation included in Part II of

Form X- 7A-5 as of December 31 2012
Net capital as reported in Companys Part II unaudited FOCUS Report 147390

Adjustment for nonallowable receivable from fund companies

outstanding greater than 30 days 11934

Adjustment for haircuts Ji
Net capital per December 31 2012 audit report I4I9

The Companys unaudited FOCUS Report for the period ended December 31 2012 was

subsequently amended on February 22 2013 to reflect the net capital per the December 2012

audit report
of $135419



Schedule

CAP WEALTH INVESTMENT SER VICES LLC

Computation for Determination of

Reserve Requirements Under Rule 15c3-3

of the Securities and Exchange Commission

As of December 31 2012

The Company is exempt from the requirements of Rule 15c3-3 under Section K2 ii of the Rule



Schedule

CAP WEALTH IN VESTMENT SER VICES LLC

Information Relating to Possession or

Control Requirements Under Rule 15c3-3

of the Securities and Exchange Commission

As ofDecember 31 2012

The Company is exempt from the requirements of Rule 5c3-3 under Section K2 iiof the Rule



Schedule

CAP WEAL TH IN VESTMENT SER VICES LLC

Reconciliation Including Appropriate Explanation of the

Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve

Requirements Under Exhibit of Rule 15c3-3

December 31 2012

reconciliation of the net capita computed with the computation of net capital on the December

2012 FOCUS Report Part hA is shown below

Net capita as reported in Companys Part II

unaudited FOCUS Report 147390

Adjustment for nonallowabe receivable from fund companies

outstanding greater than 30 days 11934

Adjustment for haircuts 37
Net capital per December 31 2012 audit report

as computed on Schedule 35419

The Company is exempt from the requirements of Rule 15c3-3 under Section K2ii of the Rule

As indicated at Schedule the Companys unaudited FOCUS Report for the period ended

December 2012 was subsequently amended on February 22 2013 to reflect the net capital per

the December 31 2012 audit report of$135419



CAPWEAL TH INVESTMENT SER VICES LLC

Reconciliation Between the Audited and Unaudited

Statements of Financial Condition with Respect

to Methods of Consolidation

December 31 2012

Not Applicable

Schedule



CAPWEAL TH INVESTMENT SER VICES LLC

Material Inadequacies Found to Exist or Found

to Have Existed Since the Date of the Previous Audit

December 31 2012

None

Schedule
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INDEPENDENTACCOUNTANTS REPORT ON
APPL YING GREED-UPON PROCEDURES RELA TEL

TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

To The Member

CapWealth Investment Services LLC

Franklin Tennessee

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation Form SIPC-7j to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2012 which were agreed to by CapWealth Investment Services

LLC and the Securities and Exchange Commission Financial Industry Regulatory Authority Inc

and SIPC solely to assist you and the other specified parties in evaluating CapWealth Investment

Services LLCs compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7 CapWealth Investment Services LLCs management is responsible for the Cap Wealth

Investment Services LLCs 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

Compared the listed payments in Form SIPC-7 with respective cash disbursement records copy

of cancelled check and related bank statement noting no differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended December 31

2012 as applicable with the amounts reported in Form SIPC-7 for the year ended December

2012 noting no differences

Compared adjustments reported in Form SIPC-7 with supporting schedules and working papers

as reflected in the accompanying schedule supporting the adjustments noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 as reflected in the

accompanying schedule noting differences as described in the accompanying schedule and

Compared the amount of the overpayment applied to the current assessment with the Form SIPC

noting differences as described in the accompanying schedule



To The Member

Cap Wealth Investment Services LLC

Page Two

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Nashville Tennessee

February 25 2013



CAPWEALTH IN VESTMENT SERVICES LLC

Schedule of Assessment and Payments
Assessment Reconciliation Form SIPC- 7J

December 31 2012

Total revenue for the year ended December 31 2012 as

reflected on the quarterly Form X-17A-5 FOCUS Reports 705941

Deductions

Revenues from the distribution of shares of registered

open end investment trust from the sale of variable

annuities from the business of insurance from

investment advisory services rendered to registered

investment companies or insurance company separate

accounts and from transactions in security futures

products 526439

Commissions floor brokerage and clearance paid to

other SIPC members in connection with securities

transactions 134226

40% of margin interest earned on customers securities

accounts 3620

Total deductions 664285

SIPC net operating revenues

General assessment at .0025 104

Less prior year overpayment applied to the assessment 50

Overpayment 46

Add Overpayment made with filing of Form S1PC7

for the current year due to inappropriate prior

overpayment application of $64 instead of

$150 40

Overpayment carried forward

Prior year overpayment indicated as applied was $64 as initially reflected on the current year

Form SIPC-7 however the SEPC reviewer through review conducted on 02/05/13

appropriately changed the prior year overpayment to $150 which was in agreement with the

prior year amount indicated on the previous year General Assessment Reconciliation

Form SIPC-7 The resulting inappropriate payment of $40 made with the Form SIPC-7 has

been added to the calculated overpayment of $46 to reflect an overpayment of $86 to be carried

forward against future assessments


