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OATH OR AFFIRMATION

patrick Dyer swear or affirm that to the best of

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

Capital Portfolio Management Inc as

of March 31 20 14 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

nature

Title

VARY PATRICIA NOLKER.MEI$1
Notary Public

Baltimore County

This report contains check all applicable boxes My Commissioi eruar 20/
Facing Page

II Statement of Financial Condition

Statement of Income Loss
IK Statement of Changes in Financial Condition

IXI 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 15 c3-3

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

I1 Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

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

consolidation

An Oath or Affirmation

II copy of the SIPC Supplemental Report

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

Notary Public

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3
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SMITH WARD P.A

CERTIFIED PUBLIC ACCOUNTANTS

Executive Plaza III Suite LL5
25 Main Street

Hunt Valley MD 21031 Shrewsbury PA 17361

410-771-8870
717-235-5525

FAX 410-771-0844
FAX 717-227-0070

Independent Auditors Report

Board of Directors

Capital Portfolio Management Inc

We have audited the accompanying statement of financial condition of Capital Portfolio

Management Inc as of March 31 2014 and related statements of income changes in

stockholders equity 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

Managements 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 of 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 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 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



Opinion

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

the financial position of Capital Portfolio Management Inc as of March 31 2014 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

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

whole The supplementary information contained in Schedules II III and IV 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 of 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 II 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 presented in Schedules II III and IV is fairly stated

in all material respects in relation to the financial statements taken as whole

unt Valley Maryland

May 12 2014



CAPITAL PORTFOLIO MANAGEMENT INC
Statement of Financial Condition

March 31 2014

Assets

Current Assets

Cash 31210

Deposits with clearing organizations 50000

Marketable securities 26651

Commissions receivable 34108

Employee advance 150126

Total current assets 292095

Furniture and equipment at cost less

accumulated depreciation of $28159

Rental security deposit 3050

Total assets 295145

Liabilities and stockholders equity

Liabilities

Accounts payable and accrued expenses 30575

Income tax payable 18878

Total liabilities 49453

Stockholders Equity

Nonconvertible preferred stock $1 par value

100000 shares authorized 97600 shares

issued 488000

Common stock $1.00 par value 200000

shares authorized 25000 shares issued 25000

Retained deficit 267308
Total stockholders equity 245692

Total liabilities and stockholders equity 295.145

The accompanying notes are an integral part of these financial statements



CAPITAL PORTFOLIO MANAGEMENT INC
Statement of Income

For the Year Ended March 31 2014

Revenues

Commissions 1592359

Principal transactions 102453
Interest 2713

Total revenues 1697525

Expenses

Compensation and benefits 1415956
Floor brokerage and clearing fees 89056
Communications 7778

Occupancy and equipment rental 44252
Other 57831

Total expenses 1614873

Income before income taxes 82652

Provision for income taxes 25588

Net income 57.Q

The accompanying notes are an integral part of these financial statements



CAPITAL PORTFOLIO MANAGEMENT INC
Statement of Changes in Stockholders Equity

For the Year Ended March 31 2014

Capital Stock Retained

Preferred Common Deficit Total

BalanceMarch3l2012 488000 25000 287702 225298

Net income 57064 57064

Sale of common stock

Dividends paid on preferred stock _________ ---- 36.670 36.670

Balance March 31 2014 488.000 25.000 267.308 245.692

The accompanying notes are an integral part of these financial statements



CAPITAL PORTFOLIO MANAGEMENT INC
Statement of Cash Flows

For the Year Ended March 31 2014

Cash flows from operating activities

Net income
57064

Adjustments to reconcile net income to net

cash provided by operating activities

Depreciation 320
Increase in marketable securities 11370
Increase in commissions receivable 12939
Increase in employee advances 20929
Increase in accounts payable and accrued expenses 6905
Increase in income taxes payable 18878

Net cash provided by operating activities 37929

Cash flows from financing activities

Dividends paid on preferred stock 36670

Net cash used in financing activities 36670

Net increase in cash 1259

Cash beginning of year 29951

Cash end of year 3L210

Supplemental Cash Flow Information

Cash payments for

Interest
233

Federal and state income taxes 6.710

The accompanying notes are an integral part of these financial statements



CAPITAL PORTFOLIO MANAGEMENT
Notes to Financial Statements

March 31 2014

Operations of the Company

The Company is broker-dealer registered with the Securities and Exchange Commission SEC
and is member of the Financial Industry Regulatory Authority F1NRA

The Company was incorporated in Maryland on August 14 1991

The Company is securities broker-dealer which comprises services including principal
transactions and agency transactions and insurance products

The Company forwards all securities transactions to its clearing broker J.P Morgan Clearing

Corp which carries and clears such transactions for the Company on frilly disclosed basis

The Statement of Financial Condition was prepared in accordance with generally accepted

accounting principles which require management to make assumptions and estimates that affect

the amounts and disclosures presented Actual results could differ from these estimates

Summary of Significant Accounting Policies

Security Transactions

Commission revenue and expenses are recorded on settlement date basis which does

not differ materially from trade date basis

Marketable Securities

Marketable securities which consist of corporate stocks and options are recorded at

market value and the resulting difference between cost and market is included in income

Office Equipment

Office equipment is recorded at cost $28159 net of accumulated depreciation of

$28159 at March 31 2014 Depreciation of office equipment is determined by use of an
accelerated method over the estimated useful life of the asset

Statement of Cash Flows

For purposes of the Statement of Cash Flows the Company has defined cash equivalents

as cash in checking accounts and brokerage accounts It does not include security

deposits held as cash



CAPITAL PORTFOLIO MANAGEMENT INC
Notes to Financial Statements Continued

March 31 2014

Employee Benefits

Compensated absences are generally taken as earned and do not represent material

amount Accordingly the Company has not accrued compensated absences

Allowance for Bad Debts

The Company uses the direct write-off method for bad debts Receivables are charged
against income when management determines them to be uncollectible Potential

uncollectible receivables at year end are considered immaterial and therefore no
allowance for doubtful accounts has been established

Fair Values of Assets and Liabilities

Financial Accounting Standards Board FASB Accounting Standards Codification

ASC 820 defines fair value establishes framework for measuring fair value and
establishes 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 liability

in an orderly transaction between market participants at the measurement date 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 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 inputs are unadjusted quoted prices for identical assets and liabilities in an
active market that the Company has the ability to access

Level inputs are inputs other than the quoted prices in active markets that are

observable either directly or indirectly

Level inputs based on prices or valuation techniques that are both unovservable
and significant to the overall fair value measurements



CAPITAL PORTFOLIO MANAGEMENT INC
Notes to Financial Statements Continued

March 31 2014

Fair Values of Assets and Liabilities continued

Assets and Liabilities Recorded at Fair Value

The Companys assets recorded at fair value include certain securities owned and
available for sale The Company uses prices obtained from an independent Clearing Firm
to measure the fair value of certain investment securities The Company validates prices
received from the Clearing Firm using various methods including comparison to quoted
market prices where available and review of other relevant market data including

implied yields of major categories of securities The Company does not adjust the prices
received from the independent Clearing Firm unless such prices are inconsistent with
FASB ASC 820 and result in material difference in the recorded amounts At March
31 2014 the Company did not adjust prices received from the independent Clearing
Firm Liabilities are recorded at amounts that approximate fair value except as noted
below

The following table presents the Companys fair value hierarchy as of March 31 2014 for

assets and liabilities measured at fair value

Quoted Prices

In Active Significant

Markets Other Significant

For Identical Observable Unobservable

Assets Inputs Inputs Balance at

Level Level Level Fair Value
Assets

Securities available for sale 26651 26651
Total assets at fair value 26.651 2665

Liabilities

Total liabilities at fair value

Retirement Plan

The Company offers Simple IRA retirement plan for its employees Each participating

employee is permitted to contribute portion of his compensation to the Plan Within
Plan limits the Company is required to contribute on behalf of each eligible participant

matching percentage of the participants salary The Company funded $4000 to the Plan
for the year ended March 31 2014



CAPITAL PORTFOLIO MANAGEMENT INC
Notes to Financial Statements Continued

March 31 2014

Income Taxes

The Company prepares its tax return on cash basis For the year ended March 31 2014
the Company had taxable income of $69432 The provision for income taxes consists of
$16583 federal and $9015 state taxes There is minimal difference in the income tax
computed using the cash basis versus the accrual basis for future years therefore there is

no deferred tax accrual as of March 31 2014

The Company is no longer subject to income tax examination for any years earlier than
2010 for federal and state purposes

Lease Commitments

The Company leases its office space under five year lease that expires in 2017 At
March 31 2014 the aggregate future minimum commitment under the lease is as follows

Year Ended March 31
2015 38661
2016 39492
2017 36915
Total 115.068

The Company can terminate the lease after three years subject to $6000 early
termination fee

Credit Risk

In the normal course of business the Companys securities activities through its

correspondent broker involve execution settlement and financing of various securities
transactions for customers These activities may expose the Company to risk in the event
customers other brokers and dealers bank depositories or clearing organizations are
unable to fulfill contractual obligations

In accordance with industry practice the Company records securities transactions
executed on behalf of its customers on settlement date which is generally three business
days after trade date The risk of loss on the trade date transactions is identical to the risk
inherent in settlement date transactions and relates to the customers or brokers and
dealers inability to meet the terms of their contracts

10



CAPITAL PORTFOLIO MANAGEMENT INC
Notes to Financial Statements Continued

March 31 2014

Credit Risk continued

The Company does not have any significant concentration in the value of business with

particular customer group of customer or product

The Company has concentrated its credit risk by maintaining deposits in MT Bank and
its clearing broker J.P Morgan Clearing Corp The deposits in MT Bank may at times

exceed amounts covered by the insurance provided by the U.S Federal Deposit Insurance

Company FDIC The deposits in the clearing broker may at times exceed amounts
covered by insurance provided by the Securities Investment Protection Corporation

SIPC

The Company has not experienced loss in such accounts and believes it is not exposed
by any significant credit risk to cash

Related Party Transactions

Over the years the Company has made advances to its sole common stockholder This

advance is payable on demand and bears no interest The balance as of March 31 2014

was $150126

Regulatory Requirements

The Company is subject to the Securities and Exchange Commissions uniform Net

Capital Rule Rule 15c3-1 which requires that aggregate indebtedness shall not exceed
15 times net capital as these terms are defined by the Rule

As of March 31 2014 the Companys net capital was $83480 which exceeded the

capital requirements of $50000 by $33480 and its net capital ratio was .59 to

10 Subsequent Events

The Company has evaluated events and transactions for subsequent events that would

impact the financial statements for the year ending March 31 through May 12 2014 the

date the financial statements were available to be issued There are no subsequent events

that require recognition or disclosure in the financial statements

11



CAPITAL PORTFOLIO MANAGEMENT INC
Schedule

Computation of Net Capital Under Rule 15c3-1 of

The Securities and Exchange Commission

As of March 31 2014

NET CAPITAL
Total stockholders equity $245692

Deduct Stockholders equity not allowable for net capital

Total stockholders equity qualified for net capital 245692

Deductions and/or charges

Total non-allowable assets 153.176

Net capital before haircuts on securities positions 92516

Haircuts on securities

Trading and investment securities

Stocks and warrants 1838
Other securities 7198

Undue concentration 9036

Net Capital 83.480

12



CAPITAL PORTFOLIO MANAGEMENT INC
Schedule continued

Computation of Net Capital Under Rule 15c3-1 of

The Securities and Exchange Commission

As of March 31 2014

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Account payable and accrued expenses 49453

Total aggregate indebtedness 49.453

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 50.000

Excess net capital 33.480

Net capital less 120% of minimumnet capital required 23.480

Ration Aggregate indebtedness to net capital .59 to

Statement Pursuant to Paragraph of Rule 7a-5

We conclude that there are no material differences between this computation of net capital

pursuant to Rule 15c3-1 and the corresponding computation prepared by the company and

included in its unaudited Part II Focus Report filing as of the same date

13



CAPITAL PORTFOLIO MANAGEMENT INC
Schedule II

Reconciliation Between Audited and Unaudited

Statements of Financial Condition

March 31 2014

There were no material differences between the audited Statement of Financial Condition
contained in this report and the unaudited Statement of Financial Condition included in the

Companys unaudited FOCUS Report filed as of March 31 2014

14



CAPITAL PORTFOLIO MANAGEMENT INC
Schedule III

Computation for Determination of Reserve Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

March 31 2014

The Company is exempt from SEC Rule 5c3-3 because it does not carry securities accounts for

customers or perform custodial functions relating to customer securities The Company is

exempt pursuant to ii

15



CAPITAL PORTFOLIO MANAGEMENT INC
Schedule IV

Information Relating to Possession or Control Requirements

Under Rule 15c3-3 of the Securities and Exchange Commission

March 31 2014

The Company is exempt from SEC Rule 5c3-3 because it does not carry securities accounts for

customers or perform custodial functions relating to customer securities The Company is

exempt pursuant to ii

16



SMYTH WARD PA
CERTIFIED PUBLIC ACCOUNTANTS

Executive Plaza III Suite LL5 25 Main Street

Hunt Valley MD 21031 Shrewsbury PA 17361

410-771-8870 717-235-5525

FAX 410-771-0844 FAX 717-227-0070

Independent Auditors Report on

Internal Accounting Control

Required by SEC Rule 17a-5g1

Board of Directors

Capital Portfolio Management Inc

In planning and performing our audit of the financial statements of Capital Portfolio Management Inc as

of and for the year ended March 31 2014 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over financial 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 the

Companys internal control Accordingly we do not express an opinion on the effectiveness of the

Companys internal control

Also as required by rule 17a-5g1of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and

the reserve required by Rule 5c3-3e Because the Company 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 the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and

the 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

Obtaining and maintaining physical possession or control of all fully paid and excess

margin securities of customers as required by Rule 15c3-3

The management of the Company 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 the Company 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 preparation of financial statements in

conformity with generally accepted accounting principles Rule 7a-5g lists additional objectives of the

practices and procedures listed in the preceding paragraph

17



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

deficiency in internal control 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 and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the companys financial statements will not be

prevented or detected and corrected on 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 material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at March 31 2014 to meet the SECs

objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC FINRA 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 is not intended to be and should not be

used by anyone other than these specified parties

Hunt Valley Maryland

May 12 2014

18



SMYTHWARD P.A

CERTIFIED PUBLIC ACCOUNTANTS

Executive Plaza III Suite LL5 25 Main Street

Hunt Valley MD 21031 Shrewsbury PA 17361

410-771-8870 717-235-5525

FAX 410-771-0844 FAX 717-227-0070

To the Board of Directors of Capital Portfolio Management Inc

2205 York Road Suite 203

Timonium MD 21093

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we have

performed the procedures enumerated below with respect to the General Assessment

Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation SIPC for the

year ended March 31 2014 which were agreed to by Capital Portfolio Management Inc and the

Securities and Exchange Commission Financial Industry Regulatory Authority Inc and SIPC
solely to assist you and the other specified parties in evaluating Capital Portfolio Management
Inc.s compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7 Capital Portfolio Management Inc.s management is responsible for the Capital

Portfolio Management Inc.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

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

record entries in the general ledger noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended March 31
2014 as applicable with the amounts reported in Form SIPC-7 for the year ended March 31
2014 noting no differences

Proved the arithmetical accuracy of the calculations reflected on Form SIPC-7 noting no
differences

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

flunt VIlley Maryland

May 12 2014
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