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Independent Auditors’ Report

The Board of Directors and Stockholders
Capital Investment Brokerage, Inc.:

Report on the Financial Statements

We have audited the accompanying financial statements of Capital Investment Brokerage, Inc. (the
"Company"), which comprise the balance sheets as of December 31, 2013 and 2012, and the related
statements of income and retained earnings, and cash flows for the years then ended, and the related
notes to the financial statements that you are filing pursuant to Rule 17a-5 under the Securities
Exchange Act of 1934,

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.

Auditors’ 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 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
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the
Company’s 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 Company’s 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 a basis for
our audit opinion.



The Board of Directors and Stockholders
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the Company as of December 31, 2013 and 2012, and the results of its operations
and its cash flows for the years then ended in accordance with accounting principles generally accepted
in the United States of America.

Other Matter
Our audits were conducted for the purpose of forming an opinion on the financial statements as a

whole. The information contained in Schedules 1, 2, 3, and 4 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 1, 2, 3, and 4
has been subjected to the auditing procedures applied in the audits 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 1, 2, 3, and 4
is fairly stated in all material respects in relation to the financial statements as a whole.

M,o/% £ Hobude LLF

February 19, 2014



CAPITAL INVESTMENT BROKERAGE, INC.
Balance Sheets

December 31, 2013 and 2012

2013 2012
Assets
Current assets:

Cash and cash equivalents $354095 $ 97,632
Receivable from clearing agent 57,008 74,101
Other receivables 192 886 178,155
Current portion of notes receivable 38,829 28,929
Total current assets 642 818 378,817

Property and equipment, net - -
Goodwill 260,435 260,435
Notes receivable, less current portion 28,729 67,558
Deposits 5,016 5,016

$936,998  $711.826

Liabilities and Stockholders' Equity

Current liabilities:

Commissions payable , $230,420  $209,713
Accounts and other payables 8,743 13,702
Accrued retirement 12,000 12,000

Total current liabilities 251,163 235415

Stockholders' equity:

Common stock, no par value 386,000 386,000

Additional paid-in capital 50,000 -

Retained earnings 249,835 90,411
Total stockholders’ equity 685,835 476,411

$936,998  $711,3826

See accompanying notes.



CAPITAL INVESTMENT BROKERAGE, INC.
Statements of Income and Retained Earnings

Years Ended December 31, 2013 and 2012

2013 2012
Revenues:
Commissions on exchange listed securities
executed on exchanges $ 886,224 $ 861476
Other security commissions 253,655 1,103,664
Sales of investment company shares 1,572 561 383474
Fees for account supervision, investment advisory, and
administrative services 393,495 636,251
3,105,935 2,984 865
Operating expenses:
Wages and salaries 237,840 320,674
Management fees 144,000 145,200
Commissions 2,312,755 2,452 986
Registration and fees 154,720 48,980
Publications 652 7,552
Legal and professional 31,578 3,616
Insurance 48,995 30414
Taxes and licenses 1,752 2,004
Retirement 12,000 12,000
Miscellaneous 2,233 16,112
2,946,525 3,039,538
Operating income (loss) 159,410 (54,673)
Other income - interest income 14 12
Net income (loss) 159424 (54,661)
Retained earnings, beginning of year 90411 145,072
Retained earnings, end of year $ 249835 $§ 90411

See accompanying notes.



CAPITAL INVESTMENT BROKERAGE, INC.

Statements of Cash Flows

Years Ended December 31, 2013 and 2012

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided (used)
by operating activities:

Changes in operating assets and liabilities:

Receivable from clearing agent
Other receivables
Accounts and other payables

Commissions payable

Net cash provided (used) by operating activities

Cash flows from investing activities:
Loans made
Collections on loans

Net cash provided (used) by investing activities

Cash flows from financing activities:
Capital contributions

Net cash provided (used) by financing activities
Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

See accompanying notes.

2013 2012
$159424  $(54,661)
17,093 (13,706)
(14,731) 9,689
(4,959) (5,798)
20,707 (8,777)
177534 (73253)
- (22,895)
28,929 ;
28929 (22,895)
50,000 }
50,000 :
256 463 (96,148)
97,632 193,780
$354095  § 97632




CAPITAL INVESTMENT BROKERAGE, INC.
Notes to Financial Statements

December 31, 2013 and 2012

(1) Organization and Significant Accounting Policies

Capital Investment Brokerage, Inc. (the “Company”) was incorporated as a North Carolina
corporation on October 15, 1996 to provide investment services to investors as a fully-disclosed
introducing broker-dealer. The Company operates in North Carolina and is licensed to operate in
approximately forty other states. It operates in states other than North Carolina primarily through
independent representatives. The Company is a broker-dealer in securities registered with the
Securities and Exchange Commission (SEC) and is a member of various exchanges and the Financial
Industries Regulatory Authority, Inc. (FINRA). The Company’s securities are cleared through a
clearing broker-dealer. The Company does not maintain customers’ security accounts nor does it
perform custodial functions related to customer securities.

Revenue Recognition

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions occur. Other commissions and fees are recorded when earned.

Basis of Presentation

The Company's policy is to prepare its financial statements in accordance with accounting
principles generally accepted in the United States of America.

Cash and Cash Equivalents

For purposes of the financial statements, cash and cash equivalents include cash, deposits in
interest-bearing accounts, and other financial instruments with original maturities of less than three
months.

Receivable from Clearing Agent and Other Receivables

The Company clears certain transactions though a clearing agent on a fully disclosed basis.
Commissions and fees owed to the Company from the clearing agent have been recorded as a
receivable from clearing agent. In addition, the Company has accrued certain other commissions
and fees that were earned prior to year end. The Company writes off doubtful receivables in
amounts equal to the estimated collection losses that will be incurred. No allowance for doubtful
accounts is required for 2013 and 2012.

Property and Equipment

Property and equipment is recorded at cost and depreciated over its estimated useful lives of five to
seven years using accelerated and straight-line methods.
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CAPITAL INVESTMENT BROKERAGE, INC.
Notes to Financial Statements, Continued

December 31, 2013 and 2012

Organization and Significant Accounting Policies, Continued

Income Taxes

The Company has elected S corporation status under the Internal Revenue Code whereby its income
is taxed to the individual stockholders; therefore, there is no provision for income taxes for the
Company. Management does not believe the financial statements include any significant uncertain
tax positions. Tax years ending December 31, 2010 through December 31, 2013 remain open for
examination by taxing authorities as of the date of this report.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America 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.

Goodwill

Goodwill represents the aggregate excess of the cost of assets acquired over their fair value at the
date of acquisition. Each year the Company completes a goodwill impairment test. Under the
impairment test, if a reporting unit’s carrying amount exceeds its estimated fair value, goodwill
impairment is recognized to the extent that the reporting unit’s carrying amount of goodwill exceeds
the implied fair value of the goodwill. Fair value of the Company was estimated using discounted
cash flows and market multiples. No impairment occurred in 2013 or 2012.

Reclassifications

Certain reclassifications have been made to the 2012 financial statements in order for. them to better
compare to the 2013 financial statements. The reclassifications have no material effect on 2012
financial position, results of operations, or cash flow.

Fair Value of Financial Instruments

Financial instruments held by the Company include accounts and notes receivable and accounts and
commissions payable. The Company believes that the carrying amount of these financial
instruments approximates their fair value.



CAPITAL INVESTMENT BROKERAGE, INC.
Notes to Financial Statements, Continued

December 31, 2013 and 2012

(3) Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(Rule 15¢3-1), which requires the maintenance of minimum net capital. The Company has elected
to use the basic method, permitted by the Rule, which requires that the Company maintain
minimum net capital of $50,000, as defined, and requires that the ratio of aggregate indebtedness to
net capital, both as defined, shall not exceed 15 to 1. As of December 31, 2013 and 2012, the
Company's net capital was $321,998 and $84,170, respectively, which was $271,998 in excess of
its required net capital in 2013 and $34,170 in excess of its required net capital in 2012. The
Company's ratio of aggregate indebtedness to net capital was .78 to 1 and 2.80 to 1 as of December
31, 2013 and 2012, respectively.

The Company qualifies under the exemption provisions of Rule 15¢3-3, paragraph (k) (2) (ii), as
the Company does not carry security accounts for customers or perform custodial functions relating
to the customers' securities. Under the exemption, the Company is not required to maintain a
reserve for the benefit of customers.

(4) Concentrations of Credit Risk

The Company maintains cash balances at several financial institutions and accounts at each
institution are insured by the Federal Deposit Insurance Corporation up to $250,000. As of
December 31, 2013 and 2012, the Company had no uninsured cash balances.

(5) Notes Receivable

The Company has made various unsecured loans to employees and registered representatives. The
loans bear interest at various rates and reflect various repayment terms. The balances at December

31, 2013 and 2012 are as follows:

2013 2012
Notes receivable $ 67558 $ 96,487
Less current portion 38,829 28,929
Long-term portion $ 28,729 $ 67,558




CAPITAL INVESTMENT BROKERAGE, INC.
Notes to Financial Statements, Continued

December 31, 2013 and 2012

(6) Property and Equipment

Property and equipment is summarized by major classifications as follows:

2013 2012
Office equipment $ 65,116 $ 65,116
Less accumulated depreciation 65,116 65,116
$ - $ -

(7) Common Stock

The authorized, issued and outstanding common stock as of December 31, 2013 and 2012 of the
Company consisted of the following:

Shares Issued and Outstanding

Common stock - class A, voting, 51,500

shares authorized 30,694

Common stock - class B, non-voting, 48,500

shares authorized _ 26,257
Total shares 56,951

(8) Retirement Plan

The Company maintains a defined contribution 401(k) profit sharing plan in accordance with
applicable Internal Revenue Service guidelines. Voluntary employee participation in the plan is
limited to U.S. Treasury Department Regulations. The Company contributed $12,000 and $12,000
in 2013 and 2012, respectively.

(9) Related Parties

The Company is related to Capital Investment Group, Inc. by common ownership. The Company
paid Capital Investment Group, Inc. $144,000 and $145,200 in 2013 and 2012 in management fees
for the use of its office space and support staff.

The Company receives fees from Capital Investment Counsel, Inc. (a related company) as required
by SEC and FINRA regulations on a monthly basis for accounts under management by Capital
Investment Counsel, Inc. Total fees received in 2013 and 2012, were $0 and $333,061,
respectively. In addition, the Company collects and then distributes fee income for Capital
Investment Counsel, Inc. of $6,972and $311,766 for 2013 and 2012, respectively.

10



CAPITAL INVESTMENT BROKERAGE, INC.
Notes to Financial Statements, Continued

December 31, 2013 and 2012

(9) Related Parties, Continued

The Company receives fees from Capital Advisors, LLC (a company related by common
ownership) for accounts under management. Total fees received in 2013 and 2012, were $345,782

and $256,155, respectively.

(10) Off-Balance Sheet Risk

Pursuant to a clearance agreement, all securities transactions are handled through a clearing broker
on a fully disclosed basis. All of the customers’ money balances and long and short securities
positions are carried on the books of the clearing broker. In accordance with the clearance
agreement, the Company is obligated for any losses the clearing broker may sustain from carrying
securities transactions originated by the Company. The Company may therefore be exposed to off-
balance sheet risk in the event the customer is unable to fulfill its contracted obligations. In
accordance with industry practice and regulatory requirements, the Company and the clearing
broker monitor the collateral available on customers’ accounts.

(11) Subsequent Events

The date to which events occurring after December 31, 2013, the date of the most recent balance
sheet, have been evaluated for possible adjustment to the financial statements or disclosure is
February 19, 2014, the date the financial statements were available to be issued.

11



Schedule 1
CAPITAL INVESTMENT BROKERAGE, INC.

Supplemental Schedules of Changes in Stockholders' Equity

Years Ended December 31, 2013 and 2012

Common Additional Retained
stock _paid in capital earnings Total
Balance, December 31, 2011 $ 386,000 $ - $ 145072 § 531072
Net loss for 2012 .- - (54,661) (54,661)
Balance, December 31, 2012 386,000 - 90,411 476,411
Net income for 2013 - 159,424 159,424
Capital contribution - 50,000 - 50,000
Balance, December 31, 2013 $ 386,000 $ 50,000 $ 249835 $ 685835

12



Schedule 2
CAPITAL INVESTMENT BROKERAGE, INC.

Supplemental Schedules of Computation and Reconciliation of
Net Capital in Accordance with Rule 15¢3-1 of the
Securities and Exchange Commission

December 31, 2013 and 2012

2013 2012

Net capital:

Total stockholders' equity $ 685,835 $ 476,411

Deduct: Excluded indebtedness - -

Add: Subordinated indebtedness - -

Deduct: Non-allowable assets (359,959) (391,910)

Deduct: Concessions - -

Deduct: Securities haircuts (3,878) (33D
Net capital $ 321,998 $ 84,170
Aggregate indebtedness:

Accounts and other payables § 8,743 $ 13,702

Commissions payable 230,420 209,713

Accrued retirement 12,000 12,000
Total $ 251,163 $ 235415
Net capital requirements:

Broker-dealer minimum, as calculated $ 50,000 $ 50,000

Net capital in excess of requirements 271,998 34,170
Net capital as computed above $ 321,998 $ 84,170
Ratio of aggregate indebtedness to net capital 78to 1 2.80to 1

There are no material differences between the preceding computation and the Company’s corresponding
unaudited Part II of Form X-17A-5 as of December 31, 2013 and 2012.

13



Schedule 3
CAPITAL INVESTMENT BROKERAGE, INC.

Supplemental Schedules of Computation for Determination
of Reserve Requirements Pursuant to Rule 15¢3-3
of the Securities and Exchange Commission

December 31, 2013 and 2012

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company's activities are limited to those set forth in the condition for exemption
appearing in paragraph (k)(2)(ii) of the Rule.

14



Schedule 4
CAPITAL INVESTMENT BROKERAGE, INC.

Supplemental Schedules of Computation and Reconciliation
of Net Capital in Accordance with Rule 15¢3-3
of the Securities and Exchange Commission

December 31,2013 and 2012

The Company is exempt from the provisions of Rule 15¢3-3 under the Securities Exchange Act of
1934, in that the Company's activities are limited to those set forth in the condition for exemption
appearing in paragraph (k)(2)(ii) of the Rule.

15



BATCHELOR, TILLERY & ROBERTS, LLLP
CERTIFIED PUBLIC ACCOUNTANTS
POST OFFICE BOX 18068
RALEIGH, NORTH CAROLINA 27619

3605 GLENWOOD AVENUE, SUITE 350
RALEIGH, NORTH CAROLINA 27612
TELEPHONE (919) 787-8212
FACSIMILE (919) 783-8724

RONALD A. BATCHELOR
ANN H. TILLERY
FRANKLIN T. ROBERTS
WM. JAMES BLACK, JR.
SCOTT E. CABANISS

INDEPENDENT AUDITORS’ REPORT ON
INTERNAL CONTROL REQUIRED BY SECURITIES
AND EXCHANGE COMMISSION RULE 17A-5

The Board of Directors and Stockholders
Capital Investment Brokerage, Inc.:

In planning and performing our audit of the financial statements of Capital Investment Brokerage, Inc.
(the “Company”), as of and for the year ended December 31, 2013, in accordance with auditing
standards generally accepted in the United States of America, we considered the Company’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 the Company’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the Company’s internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the "SEC"), we
have made a study of the practices and procedures followed by the Company 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 making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-3(a)(11)
and for determining compliance with the exemptive provisions of Rule 15¢3-3. 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:

1) Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13.

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 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 SEC’s 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 management’s authorization and recorded properly to permit



The Board of Directors and Stockholders
Page 2

preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America. Rule 17a-5(g) lists additional objectives of the practices and procedures
listed in the preceding paragraph.

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 the Company’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 the Company’s practices and
procedures, as described in the second paragraph of this report, were adequate as of December 31,
2013 to meet the SEC’s objectives.

This report is intended solely for the information and use of the Board of Directors, stockholders,
management, the SEC, the Financial Industry Regulatory Authority, Inc., and any 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.

WM,J% ¥ /(MMZ'/, LLf

February 19, 2014
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SCOTT E. CABANISS

INDEPENDENT ACCOUNTANTS’ REPORT ON
APPLYING AGREED-UPON PROCEDURES RELATED TO
AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

The Stockholders
Capital Investment Brokerage, Inc.:

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)] on page 3 to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2013, which were agreed to by Capital
Investment Brokerage, 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 Investment Brokerage, Inc.’s compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7). Capital Investment Brokerage, Inc.’s management is
responsible for Capital Investment Brokerage, 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:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31,
2013, as applicable, with the amounts reported in Form SIPC-7 for the year ended December 31,
2013, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers noting no differences; and,

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.
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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.

Bddrs J% £ Kbty LLF

February 19, 2014



CAPITAL INVESTMENT BROKERAGE, INC.
Schedule of Assessment and Payments

Year ended December 31, 2013

Assessment for December 31, 2013 $ 2,646
Less:
Payment July 25, 2013 (1,369)
Payment February 20, 2014 (1,277)
Balance due, March 1, 2014 $ NONE



