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OATH OR AFFIRMATION

I, LUKE F. BAUM , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CBIZ FINANCIAL SOLUTIONS, INC.

of DECEMBER 31 , 20 12

, as
, are true and correct. I 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 a customer, except as follows:

£

AT

QENSE St

Signature
PRESIDENT
Title
2 g . \5
' VALERIE MiZAVEC, Notary Pub
N Notary Public Bits o Ohio - Medina Court:

My sammission axpires Aug 3, 21

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

@ (a) Facing Page.

X (b) Statement of Financial Condition.

A (c) Statement of Income (Loss).

3 (d) Statement of Changes in Financial Condition.

[ (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

B (g) Computation of Net Capital.

B (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

3 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () AReconciliation, 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.

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

& (1) An Oath or Affirmation.

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

O (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT ACCOUNTANTS’ REPORT
ON APPLYING AGREED-UPON PROCEDURES

Board of Directors
CBIZ Financial Solutions, Inc.
Cleveland, Ohio

In accordance with Rule 17a-5(e)(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, 2012, which were agreed to by CBIZ Financial Solutions, Inc. (CFS) and the Securities and
Exchange Commission (SEC), the Financial Industry Regulatory Authority, Inc. (FINRA), and SIPC., solely to
assist CFS and the other specified parties in evaluating CFS’s compliance with the applicable instructions of the
Form SIPC-7. CFS’s management is responsible for the CFS’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 Form X-17A-5 for the year ended December 31, 2012, as
applicable, with the amounts reported in Form SIPC-7 for the year ended December 31, 2012, 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 that no such overpayments existed.

Schneider Downs & Co., Inc. 1133 Penn Avenue 41 S. High Street
www.schneiderdowns.com Pittsburgh, PA 15222-4205 Suite 2100
%7’ PrimeGlobal e 412.261.3644 Columbus, OH 43215-6102
rax 412.261.4876 1ee  614.621.4060

Fax 614.621.4062
1



We were not engaged to, and did not conduct an examination, the objective of which would be the expression of
an opinion on CFS’s Form SIPC-7 or its items. 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.

Columbus, Ohio
February 27, 2013
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SIPC-7

(33-REV 7/10)

SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 ;lvoazsg%gté)é\doD.C. 20090-2185

General Assessment Reconciliation

For the fiscal year ended 12/31/2012
{Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

SIPC-7

* {33-REV 7/10)

l Note: If any of the information shown on the
034205 FINRA DEC mailing label requires correction, please e-mail
CBIZ FINANCIAL SOLUTIONS INC 16*16 any corrections to form@sipc.org and so
6050 OAK TREE BLVD STE 500 indicate on the form filed.
CLEVELAND OH 44131-6951

Name and telephone number of person to
contact respecting this form.

l_ __I_Em“d.___ﬁo;s_(&ﬂiﬂé_

2. A. General Assessment (item 2e from page 2) $ 20 114
B. Less payment made with SIPC-6 filed (exclude interest) ( 14,95 )
2/22]12
Date Paid
C. Less prior overpayment applied ( )
D. Assessment balance due or {(overpayment) .23y

E. Interest computed on late payment (see instruction E) for days at 20% per annum

F. Total assessment balance and interest due (or overpayment carried forward) $ R34

G. PAID WITH THIS FORM:
Check enclosed, payable to SIPC
Total (must be same as F above) $ D234

H. Overpayment carried forward $¢ )

3. Subsidiaries (S) and predecessors {P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby (
that all information contained herein is true, correct CLZ (f;m'em'\tr;;a 2 lr::szzzsonlj:a;mmm)
and complete. g/
{Authorized Ssgnature)
Dated the 3ts¢ day of__Jdanvacy 20 4% . President
J {Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

£ Dates: :

= Postmarked Received Reviewed

Ll

E Calculations — Documentation ________ Forward Copy
e ,

¢ Exceptions:

—

< Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT

ltem No.
2a. Total revenue (FOCUS Line 12/Part llA Line 9, Code 4030}

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 trading accounts.
(3) Net loss from principal transactions in commodities in trading accounts.
(4) interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

{6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities.
(7) Net loss from securities in investment accounts.

Total additions

2¢. Deductions:

(1) Revenues from the distribution of shares of a registered open end investment company or unit

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.

(2) Revenues from commodity transactions.

(3) Commissions, fioor brokerage and clearance paid to other SIPC members in connection with
securities transactions.

(4) Reimbursements for postage in connection with proxy solicitation.

{5) Net gain from securities in investment accounts.

{6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
{ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business (revenue defined by Section 16{9}(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
{See Instruction C):

§

Amounts for the fiscal period
beginning 1/1/2012
and ending 12/31/2012

Eliminate cents

17,184 %55

2,173 6%

$4,00%

39,636

{Deductions in excess of $100,000 require documentation)

(9) (i) Total interest and dividend expense (FOCUS Line 22/PART 1IA Line 13,
Code 4075 plus line 2b{4) above) but not in excess
of total interest and dividend income. $

{ii) 40% of margin interest earned on customers securities

accounts (40% of FOCUS line 5, Code 3960). $
Enter the greater of line (i) or (ii)

Total deductions

2d. SIPC Net Operating Revenues

2¢. General Assessment @ .0025

$
$

3,362,332
%,2%7,523 A

20, 719
(to page 1, line 2.A.)
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Audited Financial Statements

December 31, 2012
Contents
Report of Independent AUILOrS.........oiiviuiiriniiiiiininiiiiiiiisieseeisssetssssesessssesssssssssssesssassesses 1
Financial Statements
Statement Of FINANCial CONAILION c.cceevieeeeireeeeeieiieeeeeeeerreeresssseesesssssssssssssssssssssssssssssssssssssssssssssassssss 3
Statement of Income and Other Comprehensive INCOmE..........cocceevrerireenireeneecieenneeceeeeeeccee e 4
StATEMENT OF CASH FIOWS ..eiiieiieeeeieeeeeceeeeteeeteeeeteeeetvaeaseaaa s aaesasassssssssssssassssasssssssssssssssssssssssssssossonsssas 5
Statement of Changes in Stockholder’s EQUILY.......ccecerereeveereerrnrirenneiseeressieseensessessessessessessesssessens 6
Notes t0 the FINancial STAtEMENTS....cciuveeereeeeeeeeeeeeieetiieeeesseeeeeseeessesssssssessssssssssssssssssssssssssssssonsse 7-14

Supplementary Information

Schedule of Computation of Net Capital under Rule 15¢3-1 of the

Securities and Exchange COmMMISSION ......cccccveiiveiniienieenniineeniienienieenisesiseessesssessssessssssassssns 15
Computation for Determination of Reserve Requirements under

Rule 15¢3-3 of the Securities and Exchange Commission ..........cceeeerreeceerenencescesceresesreesaenes 16
Information Relating to Possession or Control Requirements under

Rule 15¢3-3 of the Securities and Exchange Commission ........ccccceeeeeeeeccrneneneesccrecennenenencnnes 17

Report on Internal Control Required by Rule 17a-5(g)(1) for a Broker-Dealer
Claiming an Exemption from SEC Rule 15¢3-3......ccccciieiininiininnenennenenneninnesnsesseecseenne 18-19



L‘ SCHNEIDER DOWNS

INSIGHT = INNOVATION ® EXPERIENCE

INDEPENDENT AUDITORS’ REPORT

Board of Directors
CBIZ Financial Solutions, Inc.
Cleveland, Ohio

Report on the Financial Statements

We have audited the accompanying statement of financial condition of CBIZ Financial Solutions, Inc. (CFS) as of
December 31, 2012, and the related statements of income and other comprehensive income, changes in
stockholder's equity and cash flows for the year 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 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.

Auditor’s 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 audit to obtain reasonable assurance about whether the financial statements
are free from 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 auditor’s 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. 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.

Schneider Downs & Co., Inc. 1133 Penn Avenue 41 S. High Street
www.schneiderdowns.com Pittsburgh, PA 15222-4205 Suite 2100
2 PrimeGlobal T 412.261.3644 Columbus, OH 432156102
Fax 412.261.4876 e 614.621.4060

rax 614.621.4062



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of CFS as of December 31, 2012 and the results of their operations and their 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 a whole. The
information contained in Schedules I, II, III, and IV 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 I, 11, III, and IV 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 I, II, I11, and IV is fairly stated in all
material respects in relation to the financial statements as a whole.

Gehneider Dorsws & Co., ne.

Columbus, Ohio
February 27, 2013




CBIZ Financial Solutions, Inc.

Statement of Financial Condition

December 31, 2012

Assets
Cash and cash equivalents $ 3,731,010
Investments in mutual funds & securities, available for sale, at fair market 1,273,354
value
Deposits with clearing organization 50,000
Deposits with Depository Trust & Clearing Corporation 5,134
Receivable from clearing organization 30,048
Receivables from customers, net 1,667,025
Prepaid assets 106,475
Goodwill and other intangible assets, net of

accumulated amortization of $943,760 3,591,624
Furniture and equipment, net of accumulated

depreciation of $437,563 128,793
Total Assets $ 10,583,463

Liabilities and Stockholder’s Equity

Liabilities

Accrued salaries and wages $ 391,541
Due to CBIZ affiliates 841,892
Accounts payable 158,497
Other liabilities 98,745
Income tax payable 2,695,044
Total Liabilities 4,185,719
Stockholder’s Equity

Common stock - $0 par value; stated value $250/share;

100 shares authorized, issued, and outstanding 25,000
Additional paid-in capital 7,539,450
Accumulated other comprehensive income 4,197
Accumulated deficit (1,170,903)
Total Stockholder’s Equity 6,397,744
Total Liabilities and Stockholder’s Equity $ 10,583,463

See notes to the financial statements. 3



CBIZ Financial Solutions, Inc.

Statement of Income and Other Comprehensive Income

For the year ended December 31, 2012

Revenue
Commissions and investment advisory fees $ 15,559,292
Final purchase price gain on sale to Mariner Wealth

Advisors, LLC 1,559,435
Interest and dividends 40,959
Other income 15,774
Total Revenue 17,175,460
Expenses
Employee compensation and benefits 7,401,055
Facilities expenses 600,351
Clearing fees 54,164
Other operating expenses 2,034,883
Depreciation and amortization 188,610
Total Expenses 10,279,063
Income before income taxes 6,896,397
Income tax provision (See footnote 4) 2,695,044
Net Income 4,201,353
Other Comprehensive Income 144
Comprehensive Income $ 4,201,497

See notes to the financial statements. 4



CBIZ Financial Solutions, Inc.

Statement of Cash Flows

For the year ended December 31, 2012

Cash flows provided by operating activities

Net income
Add (deduct) items not affecting cash:

Recognize gain on Mariner Wealth Advisors, LLC transaction

Depreciation of furniture and equipment
Amortization of client lists
Changes in assets and liabilities:

Receivable from clearing organization
Receivables from customers
Other assets
Due to/from CBIZ affiliates
Accounts payable and accrued expenses
Income tax payable

Net cash provided by operating activities

Cash flows used by investing activities
Purchase of investments
Purchase of equipment

Net cash used by investing activities

Cash flows used by financing activities
Dividends paid

Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See notes to the financial statements.

4,201,353

(1,402,518)
69,840
118,770

40,862
(133,862)

76,642

320,893
(310,041)
(339,063)

2,642,876

(39,492)
(10,500)

(49,992)

(4,650,000)

(2,057,116)
5,788,126

3,731,010




CBIZ Financial Solutions, Inc.

Statement of Changes in Stockholder’s Equity

For the year ended December 31, 2012

Accumulated
Additional Other
Common Paid-in Comprehensive Accumulated
Stock Capital Income Deficit Total

Balance at January 1, 2012 $ 25,000 $ 7,539,450 $ 4,053 $ (722,256) $ 6,846,247

Net income - - - 4,201,353 4,201,353

Unrealized gain on investment - - 144 - 144

Dividends paid - - - (4,650,000) (4,650,000)
Balance at December 31, 2012 $ 25,000 $ 7,539,450 $ 4,197 $ (1,170,903) $ 6,397,744

See notes to the financial statements. 6




CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

1. Organization and Significant Accounting Policies

Organization

CBIZ Financial Solutions, Inc. (CFS), formerly BGS&G Investment Services, Inc., was
incorporated in the State of Maryland on May 14, 1984. CFS is a wholly owned subsidiary of
CBIZ Operations, Inc. (CBSI), which is a wholly owned subsidiary of CBIZ, Inc. (CBIZ).

CFS is a full service Broker-Dealer and Registered Investment Advisory firm with its home office
in Ohio. CFS currently conducts business in over 20 states across the United States. CFS has a
securities clearing relationship with National Financial Services LLC, a subsidiary of Fidelity
Investments. CFS also provides registered investment advisory services and asset management for
qualified retirement plans. CFS’s Mergers and Acquisitions Group provides services that facilitate
the sale or recapitalization of privately held companies with revenues ranging from $20 million to
$250 million.

Basis of Reporting

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States (GAAP). The preparation of financial statements
in accordance with GAAP requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and 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.

Cash and Cash Equivalents

CFS considers money market fund investments and all highly liquid debt instruments with original
maturities of three months or less to be cash equivalents. At December 31, 2012, approximately
56% of the balance of cash and cash equivalents represents amounts that were held by National
Financial Services LLC, CFS’s clearing broker. At various times the amounts on deposit with
banks or held by CFS’s clearing broker exceed federally insured limits. Management monitors
these balances and believes they do not represent a significant credit risk to CFS.

Accounts Receivable

Accounts receivable are written-off when they are determined to be uncollectible. Any
allowance for doubtful accounts is estimated based on the CFS’s historical losses, the existing
economic conditions in the industry and the financial stability of those individuals who owe the
receivable. The allowance for doubtful accounts was approximately $14,270 at December 31,
2012.




CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

1. Organization and Significant Accounting Policies (Continued)

Investments

CFS classifies its debt and marketable equity securities into held-to-maturity, trading, or
available-for-sale categories. Debt securities are classified as held-to-maturity when CFS has the
positive intent and ability to hold the securities to maturity. Debt securities for which CFS does
not have the intent or ability to hold to maturity are classified as available for sale. Held-to-
maturity securities are recorded in the statement of financial condition at amortized cost.
Marketable securities that are bought and held principally for the purpose of selling them in the
near term are classified as trading securities and are reported at fair value, with unrealized gains
and losses recognized in earnings. Debt and marketable equity securities not classified as held-
to-maturity or as trading are classified as available-for-sale and are carried at fair market value,
with the unrealized gains and losses, net of tax, included in the determination of other
comprehensive income.

Furniture and Equipment
Furniture and equipment are carried at cost and depreciated over three to ten years on a straight-
line basis. Depreciation expense during 2012 was $69,840.

Revenue Recognition

Revenue is recognized only when all of the following are present: persuasive evidence of an
arrangement exists, delivery has occurred or services have been rendered, the fee to the client is
fixed or determinable, and collectibility is reasonably assured.

Revenue consists primarily of brokerage and agency commissions, and fee income for
administering retirement plans. A description of the revenue recognition, based on the product
and billing arrangement, is described below.

Commissions relating to brokerage activity and business placed directly with fund
companies are recognized when earned and life insurance commissions are recognized when
the policy becomes effective.

Fee income from retirement plan services are recognized in the period in which services are
provided, and may be based on predetermined agreed-upon fixed fees, actual hours incurred
on an hourly fee basis, or asset-based fees. Revenue which is based upon actual hours
incurred is recognized as services are performed. Revenue from fixed fee arrangements is
recognized when earned based on the terms of the arrangement. Asset-based fees are
accrued monthly using reasonable estimates based on all readily available information.



CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

1. Organization and Significant Accounting Policies (Continued)

Revenue for asset-based fees is recognized when the data necessary to compute revenue is
determinable, which is typically when either market valuation information is available, the
data necessary to compute our fees is made available by third-party administrators or when
cash is received. CFS only recognizes revenue when cash is received for those arrangements
where the data necessary to compute our fees is not available to CFS in a timely manner.

Investment advisory fees are invoiced quarterly and recognized when earned.

Mergers & Acquisitions and Capital Advisory - Revenue associated with nonrefundable
retainers are recognized on a pro rata basis over the term of the engagement. Revenue
associated with success fee transactions is recognized when the transaction is completed.

Employee Savings Plan

CFS’s employees participate in the CBIZ, Inc. Retirement Savings Plan. CBIZ sponsors a
qualified 401(k) defined contribution plan that covers substantially all of its employees.
Participating employees may elect to contribute, on a tax-deferred basis, up to 80% of their pre-
tax annual compensation (subject to a maximum permissible contribution under Section 401(k)
of the Internal Revenue Code). Matching contributions by CBIZ are 50% of the first 6% of base
compensation that the participant contributes, and additional amounts may be contributed at the
discretion of the Board of Directors. Participants may elect to invest their contributions in
various funds, including stock; fixed income; stable value; and balanced-lifecycle funds. CFS’s
matching contribution to the 401(k) portion of the Plan in 2012 was $123,162.

Deferred Compensation Plan

CBIZ offers a deferred compensation plan, under which certain members of management and
other highly compensated employees of CBIZ and its wholly owned subsidiaries may elect to
defer receipt of a portion of their annual compensation, subject to maximum and minimum
percentage limitations. Certain employees of CFS are eligible to participate in this plan. The
amount of compensation deferred under the plan is credited to each participant’s deferral
account. An amount equaling each participant’s compensation deferral is transferred into a rabbi
trust and invested in various debt and equity securities as directed by the participants. The assets
of the rabbi trust are held by CBIZ and recorded as assets of the deferred compensation plan.



CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

1. Organization and Significant Accounting Policies (Continued)

Goodwill and Other Intangible Assets

CFS utilizes the purchase method of accounting for all business combinations in accordance with
Accounting Standards Codification 805 “Business Combinations.” Identifiable intangible assets
include finite-lived purchased intangible assets, which primarily consist of client lists and non-
compete agreements. These assets are amortized using the straight-line method over their
expected periods of benefit, generally two to ten years. Intangible assets with finite useful lives
are tested for recoverability whenever events or changes in circumstances indicate that a carrying
amount may not be recoverable. An impairment loss is recognized if the carrying value of an
intangible asset is not recoverable and its carrying amount exceeds its fair value.

In accordance with the provisions of Accounting Standards Codification 350 “Intangibles -
Goodwill and Other,” goodwill is not amortized. Goodwill is tested for impairment annually
during the fourth quarter of each year, and between annual tests if an event occurs or
circumstances change that would more likely than not reduce the fair value of goodwill below its
carrying value. In accordance with this accounting standard, CFS first assessed qualitative
factors to determine whether the existence of events or circumstances leads to a determination
that it is more likely than not that the fair value of CFS is less than its carrying amount. In
performing this assessment, CFS considered qualitative factors such as macroeconomic
conditions, industry and market considerations, cost factors, financial performance and other
internal matters before determining that it is not more likely than not that the fair value of CFS is
less than its carrying amount, and therefore performing the two-step impairment test is
unnecessary.

Other Comprehensive Income

Other comprehensive income consists of net income and other gains and losses affecting
shareholders’ equity that, under generally accepted accounting principles, are excluded from net
income. For CFS, such items consist primarily of unrealized gains and losses on marketable
securities classified as available for sale.

Subsequent Events

CFS has adopted Accounting Standards Codification 855 “Subsequent Events.” This guidance
defines subsequent events as events or transactions that occur after the balance sheet date, but
before the financial statements are issued or are available to be issued. Management has
evaluated subsequent events through February 27, 2013, the date on which the financial
statements were available to be issued.
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CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

2. Related-Party Transactions

CFS has entered into various agreements (Agreements) with several subsidiaries of CBIZ. These
Agreements outline the manner in which CFS conducts business with these related parties. The
terms of these Agreements include the following provisions:

CBIZ Operations, Inc. (CBSI), a wholly owned subsidiary of CBIZ, Inc., and CBIZ Benefits &
Insurance Services, Inc. (CBIZ B&I), a wholly owned subsidiary of CBSL provide certain
management services to CFS and provide the facilities from which CFS conducts its operations.
No management fees were allocated during 2012 and facility costs of approximately $550,000 were
allocated to CFS during 2012 and are included in these financial statements. At December 31,
2012, CFS had a balance due to CBSI, CBIZ B&I and other CBSI- related affiliates of $841,892.

In certain cases, investment advisory fees generated by employees of the various subsidiaries,
who are investment advisory representatives of CFS, would be recognized and recorded by CFS.
Further, the agreements provide that the expenses associated with these investment advisory
representatives would remain the liability of the various subsidiaries for whom they are
employed.

In certain cases, subsidiaries of CBIZ provide office and infrastructure support to employees of
CFS who are located outside of the home office. Under certain circumstances, this support is
provided without charge.

Management has not quantified the value of the expenses incurred and absorbed by other CBIZ
subsidiaries on behalf of CFS related to these agreements.

In 2012, CFS declared and paid cash dividends totaling $4,650,000 to its parent, CBSI.

3. Regulatory Requirements

CFS is subject to the Securities and Exchange Commission Uniform Net Capital Rule (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 12 to 1. At December 31, 2012, CFS
calculated its net capital at $638,521, which exceeded its capital requirements of $283,948 and had
aratio of aggregate indebtedness to net capital of 6.67 to 1.
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CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

4. Income Taxes

CFS files a consolidated federal tax returns with CBIZ. A separate federal tax return and individual
state tax returns, where applicable, are filed for CFS. Taxes, if any, are paid on behalf of CFS by
CBIZ. CFS records in these financial statements tax expense and a corresponding tax liability on
financial statement income at a rate of 39.5% pursuant to a tax sharing arrangement. Under this
arrangement, there are no deferred taxes recorded on CFS’s financial statements. The current
liability will be settled with the parent’s filing and payment of all taxes to the appropriate taxing
authorities. There is no material recourse on CFS for any uncertain tax positions taken by the
parent company.

5. Goodwill and Other Intangible Assets, Net
The components of goodwill and other intangible assets, net at December 31, 2012 were as
follows:

Goodwill $ 3,355,684
Client lists 1,179,700

Total goodwill and other intangibles assets 4,535,384
Less accumulated amortization (943,760)
Goodwill and other intangible assets, net $ 3,591,624

Client lists are amortized over periods not exceeding ten years. Amortization expense of client
lists was $118,770 during the year ended December 31, 2012.

In accordance with Accounting Standards Codification 350 “Intangibles - Goodwill and Other,”
impairment charges, if any, are reported as depreciation and amortization expense in the
statement of income. There was no impairment charges recorded during the year ended
December 31, 2012.

12



CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

6. Fair Value Measurement

The Fair Value Measurements and Disclosures topic establishes a framework for measuring fair
value. That framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the
lowest priority to unobservable inputs (Level 3 measurements). The three levels of the fair value
hierarchy are described as follows:

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the plan has the ability to access.

Level 2 - Inputs to the valuation methodology include:

e quoted prices for similar assets or liabilities in active markets;

* quoted prices for identical or similar assets or liabilities in inactive
markets;

¢ inputs other than quoted prices that are observable for the asset or
liability;

e inputs that are derived principally from or corroborated by
observable markets; and

e data by correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize the use
of unobservable inputs.

The carrying amount of cash, accounts receivable, accounts payable, and accrued
liabilities approximate their fair value due to the short-term nature of such instruments.

The mutual funds are valued at the net asset value (NAV) of shares held by CFS at year-
end. The securities are valued at the closing price reported in the active market in which the
individual security is traded. As such, CFS’s mutual funds and securities are valued using Level
1 inputs.
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CBIZ Financial Solutions, Inc.

Notes to the Financial Statements

December 31, 2012

7. Divestitures

In September 2010, CBIZ created a new Registered Investment Advisor entity, CBIZ Wealth
Management, LLC (CWM) to whom CFS transferred a portion of its individual investment
advisory business.

The advisors and their staff who were reassigned to CWM focused primarily on individual
investment advisory activities which are sufficiently serviced through CWM. The advisors
continued to offer their broker-dealer related services through CFS and the compliance and back
office functions for CWM continued to be performed by CFS personnel subsequent to the
divestiture. The advisory business transferred to CWM generated approximately $2,875,000 in
annualized gross revenue. CFS determined that these divestitures did not meet the requirements
of Accounting Standards Codification 205 “Presentation of Financial Statements - Discontinued
Operations - Other Presentation Matters.”

On December 31, 2010 CFS along with CBIZ Operations, Inc. (on behalf of CWM) finalized an
agreement with an effective date of January 1, 2011 to sell a portion of their wealth management
business to Mariner Wealth Advisors, LLC (Mariner). The advisors and their staff that were
involved in the sale consisted primarily of the same group of employees that was originally re-
assigned to CWM. The wealth management business sold to Mariner, including the amount
originally transferred to CWM referenced above, generated approximately $6,000,000 in
annualized gross revenue.

While funds were received for this transaction on December 31, 2010, due to the contingent
nature of the agreement, no gain was recorded in 2010. Per the terms of the agreement, a
minimum guaranteed purchase price was calculated and a gain of $1,525,916 was recognized in
the first quarter of 2011 based on the status of the purchased client list on January 31, 2011. The
final purchase price for this transaction was determinable in January 2012 when the final
contingencies lapsed and the one-year run rate revenue could be calculated based on the one-year
anniversary of the effective date of the agreement. An additional gain of $1,559,435 was
recognized in January 2012 which includes the release of $156,917 from escrow.

During 2012, CFS continued to process certain broker-dealer and registered investment advisor
support activities for Mariner under the Transition Services Agreement until the remaining
accounts that were purchased by Mariner transitioned to their own broker-dealer at December 31,
2012.
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CBIZ Financial Solutions, Inc.

Schedule of Computation of Net Capital under Rule 15¢3-1 of the Securities and

Exchange Commission

As of December 31, 2012

Net capital:

Total stockholder’s equity qualified for net capital
Add liabilities subordinated borrowings allowable in
computation of net capital

Total capital and allowable subordinated borrowings
Deductions and/or charges:
Receivable from clearing organization
Receivables from customers, net
Other assets
Goodwill and other intangible assets, net
Furniture and equipment

Net capital before haircuts on securities positions
Haircuts on securities (stock, money market and mutual funds)
Net capital

Aggregate indebtedness
Total liabilities from statement of financial condition

Computation of basic net capital requirement:
Minimum net capital required (6 2/3% of aggregate indebtedness)

Excess net capital
Ratio: Aggregate indebtedness to net capital

Reconciliation with Company’s Computation (included in Part I
of Form X-17A-5 as of December 31, 2012)

Net capital as reported in Company’s Part II (Unaudited)
FOCUS Report
Audit adjustments

Net capital per above

$ 6,397,744

6,397,744

(30,048)
(1,667,025)
(111,609)
(3,591,624)
(128,793)

868,645

(156,624)

$ 712,021

$ 4,185,719

$ 279,048
$ 432,973
5.88t0 1

$ 638,521
73,500

$ 712,021
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CBIZ Financial Solutions, Inc.

Computation for Determination of Reserve Requirements
under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2012

CFS is exempt from this requirement under SEC Rule 15¢3-3(k) (2) (ii) and, therefore, no deposit

was required.
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CBIZ Financial Solutions, Inc.

Information Relating to Possession or Control Requirements under Rule 15¢3-3 of
the Securities and Exchange Commission

December 31, 2012

CFS is exempt from this requirement under SEC Rule 15¢3-3(k) (2) (ii).
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L‘ SCHNEIDER DOWNS

INSIGHT = INNOVATION = EXPERIENCE

INDEPENDENT AUDITORS* REPORT ON INTERNAL CONTROL REQUIRED BY
RULE 17A-5(g)(1) FOR A BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15C3-3

Board of Directors
CBIZ Financial Solutions, Inc.
Cleveland, Ohio

In planning and performing our audit of the financial statements of CBIZ Financial Solutions, Inc. (CFS), as of
and for the year ended December 31, 2012, in accordance with auditing standards generally accepted in the
United States of America, we considered CFS’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 CFS’s internal control. Accordingly, we
do not express an opinion on the effectiveness of CFS’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 CFS including consideration of control activities for safeguarding
securities. This study included tests of such practices and procedures that we considered relevant to the objectives
stated in Rule 17a-5(g) in the following:

1. Making the periodic computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11).
2. Determining compliance with the exemption provisions of Rule 15¢3-3.

Because CFS 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 CFS in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons.
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 CFS 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 CFS 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.

Schneider Downs & Co., Inc. 1133 Penn Avenue 41 S. High Street
www.schneiderdowns.com Pittsburgh, PA 15222-4205 Suite 2100
Z PrimeGlobal T 412.261.3644 Columbus, OH 43215-6102
- Fax 412.261.4876 et 614.621.4060

Fax 614.621.4062
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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.

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 CFS’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 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 CFS's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2012, to meet the SEC's objectives.

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

Columbus, Ohio
February 27, 2013
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