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MOSSADA MS

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors
Capital Institutional Services, Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Capital Institutional Services, Inc.(the
Company) as of December 31, 2019, the related statements of income, changes in shareholders' equity, and
cash flows for the year then ended, and the related notes (collectively referred to as the financial
statements). In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2019, and the results of its operations and its cash flows for
the year then ended, in conformity with accounting principles generally accepted in the United States of
America.

Change in Accounting Principle

As discussed in Note 1 to the financial statements, in 2019 the Company changed its method of accounting
for leases due to the adoption of Accounting Standards Codification Topic No.842.

Basisfor Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's financial statements based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with the U.S.federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement, whether due to error or fraud. Our audit included performing procedures to assess the
risks of material misstatement of the financial statements, whether due to error or fraud, and performing
procedures to respond to those risks. Such procedures included examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. Our audit also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall
presentation of the financial statements. We believe that our audit provides a reasonable basis for our
opinion.

Opinion on tire Supplemental Information

The supplemental information in Schedule I has been subjected to audit procedures performed in conjunction
with the audit of the Company's financial statements. The information in Schedule I is the responsibility of the
Company's management. Our audit procedures include determining whether the information in Schedule I
reconciles to the financial statements or the underlying accounting and other records, as applicable, and
performing procedures to test the completeness and accuracy of the information presented in Schedule I. In
forming our opinion on the information in Schedule I, we evaluated whether the information in Schedule I,
including its form and contentis presented in conformity with 17 C.F.R.§240.17a-5. In our opinion, the
information in Schedule I, is fairly stated in all material respects in relation to the financial statements as
a whole.

Dallas, Texas
February 27, 2020

We have served as the Company's auditor since 2016.



CAPITALINSTITUTIONALSERVICES,INC.
StatementofFinancialCondition

December31,2019

ASSETS

Assets
Cash $ 219,986
Restrictedcash 1,070,057
Investments,atfairvalue 18,869,125
Receivablesfrombrokersanddealers 1,293,824
Deferredresearchcosts,net 1,577,130
Furnitureandequipment,atcost,less

accumulateddepreciationof$1,796,499 688,458
RightofUseAssets 1,690,005
Prepaidandotherassets 1,985,655
Goodwillandotherintangibles 705,561

TotalAssets $ 28,099,801

LIABILITIESANDSHAREHOLDERS'EQUITY

Liabilities

Accountspayableandaccruedliabilities $ 3,365,283
Accruedcommissionsandbonuses 1,141,978
Accruedresearchservices 8,517,671
Accruedstateincometaxes 22,901
LongTermNotePayable 902,778
LeaseLiability 1,690,005

Total Liabilities 15,640,616

Commitmentsandcontingencies-Note8

Shareholders'Equity
Votingcommonstock,$0.01parvalue,

1,000,000sharesauthorized,19,399shares
issuedandoutstanding 208

Non-votingcommonstock,$0.01parvalue,
9,000,000sharesauthorized,176,385
sharesissuedandoutstanding 1,876

Additionalpaid-incapital 27,355
TreasuryStock (807,632)
Retainedeamings 13,237,378

Total Shareholders'Equity 12,459,185

Total Liabilitiesand Shareholders'Equity $ 28,099,801

Theaccompanyingnotesareanintegralpartof thesefinancialstatements.
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CAPITALINSTITUTIONALSERVICES,INC.
Statementof Income

FortheYearEndedDecember31,2019

Revenues
Commissions $ 21,199,773
Undenuritingconcessions 608,194
Correspondentclearingfees 566,851
Investmentincome 618,557
Otherincome 310,124

TotalRevenues 23,303,499

Expenses
Employeecompensationandbenefits 12,011,136
Floorbrokerage,exchangeandclearancefees 6,756,091
Research 67,661
Occupancyandequipment 2,504,798
Promotional 629,657
Generalandadministrative 946,144

TotalExpenses 22,915,487

Incomebeforeprovisionfor incometaxes 388,012

Provision(benefit)forstateincometaxes 57,004

NetIncome $ 331,008

Theaccompanyingnotesareanintegralpartofthesefinancialstatements.
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CAPITALINSTITUTIONALSERVICES,INC.
StatementofChangesinShareholders'Equity

Forthe YearEndedDecember31,2019

VotingandNon- Addidonal
Voting Paid-In Retained

CommonStock Capital TreasuryStock Eamings Total
Assets Shares Amount Shares Amount
Balancesat

December31,2018 208,420 $ 2,084 $ 27,355 - $ - $15,091,772 $15,121,211

NetIncome - - - - - 331,008 331,008

ShareholderDistributions - - - - - (2,185,402) (2,185,402)

TreasuryStock - - - 12,636 (807,632) - (807,632)

Balances at

December31,2019 208,420 $ 2,084 $27,355 12,636 $(807,632) $13,237,378 $12,459,185

Theaccompanyingnotes are an integralpartof thesefinancialstatements.
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CAPITALINSTITUTIONALSERVICES,INC.
StatementofCashFlows

FortheYearEndedDecember31,2019

Cashflowsfromoperatingactivities

Netincome $ 331,008
Adjustmentstoreconcilenetincometo netcash
provided(used)byoperatingactivities:

Depreciationandamortization 191,569

Changesin assetsandliabilities
increasein receivablesfrombrokersanddealers (684,269)
Decreasein investments 5,299,913
Decreaseinprepaidandotherassets 253,635
Decreaseindeferredresearchcosts 83,602
Decreaseinaccountspayableandaccruedliabilities (832,153)
Decreaseinaccruedcommissionsandbonuses (442,855)
Decreaseinaccruedresearchsentices (2,505,827)
Increaseinaccruedstateincometaxes 2,000

Netcashprovidedbyoperatingactivities 1,696,623

Cashflows from investingactivities
Purchaseoffumitureandequipment (337,020)
Cashpaidtoacquiresubsidiary (907,837)

Netcashusedininvestingactivities (1,244,857)

Cashflowsfromfinancingactivities
Proceedsfromlongtermnote payable 1,300,000
Repaymentof longtermnotepayable (397,222)
Acquisitionof treasurystock (807,632)
Shareholderdistributions (2,185,402)

Netcashusedinfinancingactivities (2,090,256)

Netdecreaseincashandrestrictedcash (1,638,490)
Beginningofyearcashandrestrictedcash 2,928,533
Endofyearcashandrestrictedcash $ 1,290,043

Supplementalschedule of cash flow information
Cashpaidfor:

Incomestatetaxes $ 16,701

Cashpaidforamountsincludedin themeasurementof leaseliabilities:
Operatingcashflowsfromoperatingleasesincludedinoperatingactivities $ 545,678

Rightofuse assetsobtainedinexchangefor leaseobligations $ 1,814,985
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatements

FortheYearEndedDecember31,2019

Note1 - Natureof OperationsandSummaryof Significant Accounting Policies

CapitalInstitutionalServices,Inc.(the"Company")isa securitiesbroker-dealerandisa memberfirmof
the New YorkStockExchangeand other principalexchanges.The Companyexecutesdebt,equity,
futures,optionsand currencytransactionsfor domesticand internationalinvestmentadvisors,money
managersandplansponsors(the"MoneyManagers").TheCompanytransactsbusinessoutof itsoffices
inDallas,Texas.

NewAccountingPronouncement

InFebruary2016,the FinancialAccountingSlandardBoard(FASB)issuedAccounángStandardUpdate(ASU)
No.2016-02,"Leases(Topic842)",aswellasseveralsubsequentlyissuedclarifyingamendments.Under
theASU,asamended,lesseeswillberequiredto recognizethefollowingforall leases(withtheexception
of short-termleases)at the commencementdate: (1)a leaseliability,which is a lessee'sobligationto
makeleasepaymentsarisingfromalease,measuredonadiscountedbasis;and(2)a right-of-useasset,
whichisanassetthatrepresentsthe lessee'srighttouse,orcontroltheuseof,aspecifiedassetforthe
leaseterm.Undertheguidance,lessoraccountingis largelyunchanged.Theleaseguidancesimplified
the accountingfor sale and leasebacktransactionsprimarilybecauselesseesmust recognizelease
assetsandleaseliabilities.InJuly2018,the FASBissuedASU2018-10,"CodificationImprovementsto
Topic842,Leases".ThisamendmentclarifiesTopic842andcorrectedunintendedapplicationofguidance
andiseffectiveconcurrentwithTopic842oruponissuanceifTopic842wasearlyadopted.InAugust
2018,the FASBissuedASU2018-11,"Leases(Topic842):Targetedimprovements".Thisamendment
providesadditionaltransitionoptionsallowingentities to recognizea cumulativeeffectadjustmentto
the opening balanceof retainedearnings in the period of adoptionrather than the earliest period
presentedandprovidesapracticalexpedienttolessorstoelect,byclassofunderlyingassets,toaccount
for non- leaseandleasecomponentsasasinglearrangement.TheCompanyadoptedtheprovisionsof
ASU2018-11 throughacumulativeeffectadjustment.Topic842,and itssubsequentamendments,was
effectivefor the CompanyJanuary 1, 2019.The Companyhas completedevaluatingthe various
accountingpolicyelectionsassociatedwith thisASU,as amended,includingtransitionmethodsand
practicalexpedients,identifyingcontractsfor evaluation,andreviewingcontractsto determineif they
containleases.TheCompanycompletedevaluatingthe timingandimpactofadoptingASU2016-02,as
amended,andrecordedrightof useassetsandleaseliabilitiesof $1,814,985onitsStatementoffinancial
conditionat thedateof adoption,withnoimpactto itsretainedearnings.
Useof Estimates

The preparationof financialstatementsinconformitywithaccountingprinciplesgenerallyacceptedinthe
UnitedStatesof America("U.S.GAAP")requiresmanagementto makeestimatesandassumptionsthat
effectthereportedamountsof assetsandliabilities,disclosureofassetsandliabilitiesatthedateofthe
financialstatements,andthe reportedamountsofrevenuesandexpensesduringtheyear. Actualresults
maydifferfromtheseestimates.
ResearchCredit

TheCompanyconductsa portionof its businesswithinthe safeharborof Section28(e)of the Securities
ExchangeAct of 1934,asamended. In that regard,the Companyexecutesbrokeragetransactionsfor
theMoneyManagersat a negotiatedcommissionrate. As an incentiveto usethe Company'sfacilities
for the execution of such brokeragetransactions, the Company has developed a systemto providethird-
partyresearchservicesto MoneyManagersbaseduponthe frequencyof useof itsfacilities.Money
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatements

FortheYearEndedDecember31,2019

Note1 - Natureof OperationsandSummaryof SignificantAccountingPolicies,continued

Managersarepermittedtoallocateportionof theirgrosscommissionsto payforresearchproductsand
otherqualifyingservicesprovidedby thirdparties.

The amountof third-partyresearchservicesthat the Companywill furnishto the MoneyManagersis
based on the amountof commissionsthat the Companyhas allocatedto the separateperformance
obligationrelatedto third-partyresearchservices.TheCompanyallocatesthetransactionpriceto the
performanceobligationsidentifiedon a relativestandalonesellingpricebasis.Such amountsare
measuredbytheCompanyin termsof a ResearchCredit.AstheCompanyactsasanagentin these
transactions,it recordsexpensesonanetbasiswithincommissionrevenueonthestatementofincome.
DuringtheyearendedDecember31,2019,theCompanyprovidedResearchCreditof$18,547,536to
MoneyManagers.It isunderstoodby the MoneyManagersandtheCompanythatResearchCreditis
not redeemablein cashand,when redeemed,mayonly be usedto obtainthird-party researchservices
throughtheCompanyor anotherbroker-dealer.Accordingly,managementdoesnotconsiderResearch
Creditto be a financialinstrument.The accumulatedResearchCreditof MoneyManagersis reduced
when the Companyprovidesthird-partyresearchat requestof such MoneyManagers.The Company
believesthat the appropriatepointin timeto recognizecommissionrevenueis whenthe Company
executesa brokeragetransaction,as there are no significantperformanceobligationsto be satisfied
subsequentto thispoint.Amountsrelatingto MoneyManagerswitha positiveResearchCreditbalance
arereflectedin the accompanyingstatementof financialconditionasaccruedresearchservices.Such
amountsrepresentthe estimatedthird-partyresearchservicesto be providedto MoneyManagersfrom
whomthe Companyhasearnedcommissionsforexecutionofbrokeragetransactions.Amountsrelating
to MoneyManagerswithanegativeResearchCreditbalancearereflectedin theaccompanyingstatement
of financialconditionas deferredresearchcosts. Such amountsrepresentthe amountof research
servicespaidonbehalfofMoneyManagersforwhichfuturecommissionsareexpectedtobe received.

Thereservefor uncollectibledeferredresearchcostsisdeterminedusinga methodwhichapproximates
netrealizablevalue.

CommissionRebate

The Companyprovidesa commissionrebate programto plansponsorswherebya portionof the
commissionsassociatedwithtradesexecutedontheirbehalfarerebatedbackto the plan.Plansponsors

mayalsomakepaymentsto vendorsto offsetcertainplanexpenses.DuringtheyearendedDecember
31, 2019,theCompanyprovidedcommissionrebatesof $5,729,010to plansponsors.

RevenueRecognition

TheCompanyfollowsAccountingStandardsCodification(ASC)Topic606,RevenuefromContractswith
Customers(ASC606).ASC606 requiresthatanentityrecognizerevenueto depictthe transferof
promisedgoodsor servicesto customersinan amountthat reflectstheconsiderationtowhichthe entity
expectstobeentitledinexchangefor thosegoodsandservices.Theguidancerequiresanentityto follow
afive-stepmodelto(a)identifythecontract(s)withthecustomer,(b)identifytheperformanceobligations
in the contract,(c) determinethe transactionprice,and (d) allocatethe transactionpriceto the
performanceobligation,indeterminingthetransactionprice,anentitymayincludevariableconsideration
only to the extentthat it is probablethat a significantreversalin the amountof cumulativerevenue
recognized would not occur when the uncertainty associated with the variable consideration is resolved,
and(e) recognizerevenue when(or as)the Companysatisfiesa performanceobligation
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatements

FortheYearEndedDecember31,2019

Note1- Natureof OperationsandSummaryof SignificantAccountingPolicies,continued

Commissions

TheCompanyexecutessecuritytransactionsonbehalfof theCustomerswiththe majorityofcommissions
fromequitytrading.Eachtimea Customerentersintoa buyorselltransaction,the Companychargesa
commission.Commissionsandrelatedclearingexpensesarerecordedonatradedatebasis(thedate
that theCompanyfillsthetradeorderbyfindingandcontractingwitha counterpartyandconfirmsthe
tradewiththeMoneyManager),withsettlementdategenerallythesecondbusinessdayfollowingthe
tradedate.TheCompanybelievesthattheperformanceobligationissatisfiedonthetradedatebecause
that iswhenthe underlyingfinancialinstrumentorpurchaseris identified,the pricingisagreeduponand
therisksandrewardsofownershiphavebeentransferredto/fromthecustomer.

UnderwritingConcessions

Underwritingconcessionsrepresentconcessionsfrommanagingunderwritersonsyndicatesgenerated
byCustomersdoingbusinesswith the Company.Underwritingconcessionsarerecognizedonthetrade
date (thedateon whichthe Companypurchasesthe securitiesfromtheissuer)with the settlementdate
generallythesecondbusinessdayfollowingthetradedate.TheCompanybelievesthatthetradedateis
theappropriatepointin timeto recognizerevenuefor securitiesunderwritingtransactionsasthereareno
significantactionswhichthe Companyneedsto takesubsequenttothisdateandtheissuerobtainsthe
controland benefitof thecapitalmarketsofferingatthatpoint.

CorrespondentClearingFees

Correspondentclearingfeesrepresentincomereceivedforprovidinginstitutionalqualityexecutionand
clearingservicesto fullydisclosedcorrespondentbroker/dealers.Correspondentfeesarerecognized
on tradedatebasiswithsettlementdategenerallythesecondbusinessdayfollowingthetradedate.
TheCompanybelievesthat isthe appropriatepointintimetorecognizecorrespondentclearingfeesas
therearenosignificantperformanceobligationstobesatisfiedsubsequentto this point

.FairValueofFinancialInstruments

Thecarryingamountof cashandshort-term investmentsapproximatesfairvalueduetotheshortmaturity
of those instruments.Investmentsarecarriedat fair valuewhich isestimatedbasedonquotedmarket
pricesforthoseorsimilarinstruments(seeNote3).

FumitureandEquipment

Fumitureand equipmentare statedat cost and depreciatedusing the straight-line methodover the
estimatedusefullivesof the assets.

ShareholderEquity

The Companyhasvotingand non-votingclassesof commonstock.Bothclassesof commonstockare
treatedequallywithrespecttothedeclarationandpaymentofdividends,themakingofanydistributionin
connectionwith the dissolutionand windingup of the Company,or in any mergeror consolidation.
Holdersofvotingcommonstockhavevotingrightsatallmeetingsofshareholders,whereasholdersof
non-votingcommon stockhaveno votingrights .Treasurystockis shown at cost consists of 1,443voting
and 11,193non-voting.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatements

Forthe YearEndedDecember31,2019

Note 1 - Natureof Operationsand Summaryof Significant Accounting Policies, continued

CashandRestrictedCash

TheCompanydefinescashandcashequivalentsashighlyliquidinvestmentswithoriginalmaturitiesof
three monthsor lessat the time of purchase,other than thoseheldfor saleinthe ordinarycourseof
business.TheCompanyadopted the provisionsof FASBASUNo.2016·18 Statement of CashFlows

(Topic230):RestrictedCash. The amendmentsapply to all entiliesthat haverestrictedcash or
restrictedcashequivalentsandare requiredto presenta statementof cashflows.Theamendments
requirethat a statementof cashflowsexplainthe change duringthe period in the total of cash,cash
equivalents,andamountsgenerallydescribedasrestrictedcashorrestrictedcashequivalents

Investments

Investmentsat December31,2019consistof moneymarketfunds,certificatesofdeposit,U.S.Treasury
notesandmutualfunds.Investmentsarerecordedatfairvaluewithrealizedandunrealizedgainsand
lossesincludedin investmentincome.Profitandlossarisingfromallsecuritiestransactionsenteredinto
for the accountof the Companyarerecordedonsettlementdatebasis.

Leases

The Companydeterminesif an arrangementis a leaseat inception.Operatingleasesareincludedin
right-of-use("ROU")assets,andleaseliabilitiesintheStatementoffinancialcondition.

ROU assetsrepresentthe right to use an underlyingasset for the lease term and lease liabilities
representthe obligationto makeleasepaymentsarisingfromthe lease.OperatingleaseROUassets
andliabilitiesarerecognizedatcommencementdatebasedonthepresentvalueofleasepaymentsover
the leaseterm.As mostof the leasesdo notprovideanimplicitrate,theCompanygenerallyusesthe
incrementalborrowingratebasedon the estimatedrateof interestfor collateralizedborrowingovera
similartermof theleasepaymentsatcommencementdate.TheoperatingleaseROUassetalsoincludes
any leasepaymentsmadeandexcludesleaseincentives.Theleasetermsmayincludeoptionstoextend
or terminatetheleasewhenit is reasonablycertainthattheCompanywillexercisethat option.Lease
expensefor leasepaymentsis recognizedon a straight-line basisover the lease term.

The Companyhas lease agreementswith lease and non-lease components,which are generally
accountedfor separately.

Goodwill

Goodwillis testedfor impairmentat the enterpriselevelon an annualbasisand betweenannualtestsif
aneventoccursor circumstanceschangethatwouldmorelikelythannot reducethefair valuebelowits
carryingvalue.

No instancesof impairmentwereidentifiedduringthe yearendedDecember31,2019.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatements

FortheYearEndedDecember31,2019

Note1 - Natureof OperationsandSummaryof Significant Accounting Policies,continued

IntangibleAssets

Intangibleassetsaresubjectto amortizationandareamortizedusingthe straight-linemethodover
.theirestimatedperiodof benefit.The Companyevaluatesthe recoverabilityof intangibleassets

periodicallybytakingintoaccounteventsorcircumstancesthatmaywarrantrevisedestimatesof useful
livesor thatindicatetheassetmaybeimpaired.

Note2 - ConcentrationRisk

At varioustimesthroughout2019,the Companyhadcashbalancesinexcessof federallyinsuredlimits
ofatleast$250,000availabletodepositorsundertheFDIC'sgeneraldepositinsurancerules.Deposits
held innoninterest-bearingtransactionaccountsareaggregatedwithanyinterest-bearingaccountsfor
thecombinedtotalcoverageofatleast$250,000

Note3 - FairValue

Fairvalueis definedas thepricethatwouldbereceivedto sellanassetorpaidto transferaliabilityinan
orderlytransactionbetweenmarketparticipantsat the measurementdate;thatis,anexit price.Theexit
priceassumestheassetor liabilityisexchangedinanorderlytransaction;it isnota forcedliquidationor
distressedsale.

In determiningfair value,the Companyusesvariousmethodsincludingmarket,incomeandcost
approaches.Basedontheseapproaches,the Companyoftenutilizescertainassumptionsthatmarket
participantswoulduse pricingthe assetor liability, includingassumptionsabout risk and/orthe risks
inherent in the inputs to the valuationtechnique.These inputs can be readily observable,market
corroborated,orgenerallyunobservableinputs.TheCompanyutilizesvaluationtechniquesthatmaximize
theuseofobservableinputsandminimizetheuseof unobservableinputs.Thismethodologyprioritizes
the inputsto valuationtechniquesby givingthe highestpriorityto readilyavailableunadjustedquoted
prices in active markets for identical assets (Level 1 measurements)and the lowestpriority to
unobservableinputs(Level3 measurements)when marketpricesarenot readilyavailableor reliable.
Thethreelevelsofthe hierarchyaredescribedbelow:

• Level1-Valuations basedonquotedpricesinactivemarketsforidenticalassetsor liabilitiesthat
the Companyhastheabilityto access. Valuationadjustmentsand blockdiscountsarenotapplied
toLevel1instruments.Sincevaluationsarebasedonquotedpricesthatarereadilyandregularly
availablein an activemarket,valuationof theseproductsdoesnot entail a significantdegreeof
judgment.

• Level2-Valuations basedonquotedpricesinmarketsthatarenotactiveorforwhichallsignificant
inputsareobservable,directlyorindirectly.

• Level3-Valuations basedoninputsthatareunobservableandsignificantto theoverallfairvalue
measurement.
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CAPITAL INSTITUTIONALSERVICES,INC.
Notesto FinancialStatements

FortheYearEndedDecember31,2019

Note3 - FairValue,continued

Changesinvaluationtechniquesmay resultintransfersinoroutofaninvestment'sassignedlevelwithin
the hierarchy. Therewereno transfersinto or outof theLevel1,2 or 3 categoriesin the fair value
measurementhierarchyfor the yearendedDecember31,2019.

Investmentsin moneymarketfunds and certificatesof depositsare highly liquid instrumentsreadily
convertibleto knownamountsof cashwithmaturitiesof lessthanoneyear.Investmentsin U.S.Treasury
NotesandMutualFundsaretradedona nationalexchangeandarestatedatthelastreportedsalesprice
onthe dayof valuation.TheCompanyconsidersallsuchinvestmentsto beLevel1 investments.The
followingtablesummarizesthe inputsusedto value theFund'sassetsandliabilitiesmeasuredat fair
valueasof December31, 2019

Assets Total Level1 Level2 Level3
Investments

MoneyMarketFunds $ 11,406,690 $ 11,406,690 $ - $ -

Certificatesof Deposit 6,000,410 6,000,410

U.S.TreasuryNotes 499,610 499,610

MutualFunds 962,415 962,415

Totalinvestments $ 18,869,125 $ 18,869,125 $ - $ -

At December31,2019,theCompanydidnot holdany financialliabilitiesmeasuredatfair value.

Note4 - Furniture and Equipment

Thefollowingis a summaryof furnitureandequipmentasof December31,2019:

Estimated
UsefulLife

Furniture,fixturesandleaseholdimprovements 7 years $ 1,227,117
Computerequipment 5years 775,195
Computersoftware 5years 482,645

2,484,957
Less - accumulateddepreciation (1,796,499)

Total $ 688,458

Depreciationandamortizationexpensewas$191,569for the yearendedDecember31,2019andis
included inoccupancy and equipment expense in the accompanying statement of income.
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatements

FortheYearEndedDecember31,2019

Note5 - CustomerProtection - Reservesand Custody Securities

TheCompanydoesnotholdfundsor securitiesfor customersand,accordingly,is exemptfromthe
provisionsof Rule15c3-3undertheSecuritiesExchangeActof 1934,pursuanttoParagraph(k)(2)(ii)of
suchrule.Rule15c3-3providesforthemaintenancebybrokerdealersof basicreserveswithrespectto
customers'cashandsecuritiesandenumeratesstandardsrelatingtothephysicalpossessionof customer
securities.

Cashof$1,070,057hasbeensegregatedina specialbankaccountfor theexclusivebenefitof customers
relatedto commissionrebatesunder Rule15c3-3of theSecuritiesandExchangeCommissionandis
classifiedasrestrictedcashonthe statementof financialcondition.

TheCompanycarriesnocustomerregulatedcommoditiesfuturesaccounts;therefore,the computation
of segregatedfundspursuantto Section4d(2)ofthe CommodityExchangeActisnotapplicable.

Note6 - incomeTaxes

The Companyhas electedS corporationstatus underthe InternalRevenueCode ("lRC")and is not
subjectto federalincometaxes.Profits.orlossesof theCompanyareincludedin thefederalincometax
returnsofitsshareholders.Theprovisionsforincometaxandaccruedincometaxespayableincludedin
theaccompanyingfinancialstatementsrepresentestimatedstateandlocalincometaxes.

TheCompanyfilesincometax returnsin the U.S.federaljurisdictionand in variousstate and local
jurisdictions.The CompanyappliesFASBAccountingStandardCodification(ASC)740-10 relating to
accounting for uncertain tax positions. ASC740-10 prescribesa recognitionthreshold and
measurement process for accountingfor uncertaintax positions and also provides guidanceon
various relatedmatters such as derecognitioninterest, penaltiesand disclosuresrequired. The
Companydoes not have any uncertaintax positions. Generally,the Companyis subject to
examinationbyU.S.federal(or state and local) incometax authorities for the yearsendedDecember
31,2016,2017 and 2018.

Note7 - NetCapitalRequirements

TheCompanyissubjectto theSecuritiesandExchangeCommissions'UniformNetCapitalRule(Rule
15c3-1). TheCompanyhaselectedto computeminimumnet capitalunderthe AlternativeNetCapital
methodunderRule15c3-1(a)(1)(ii),whichrequiresmaintenanceof minimumnet capitalof thegreaterof
2%ofaggregatedebititemsor$250,000.AtDecember31,2019,theCompanyhadnetcapitalasdefined
byRule15c3-1 of $7,032,682whichwas$6,782,682inexcessof the requiredminimumnetcapital.

Proprietaryaccountsheld at clearingbrokers("PAIBAssets")are consideredallowableassetsin the
computationof netcapitalpursuantto anagreementbetweentheCompanyanditsclearingbrokerswhich
requires,amongotherthings,fortheclearingbrokerstoperforma computationof PAIBAssetssimilarto
thecustomerreservecomputationsetforthinRule15c3-3.

Capitaldistributionsto shareholderscanbe madeunder a capitaldistributionpolicyapprovedby the
Company'sBoardof Directors.Periodicdistributionsapprovedby the Boardof Directorsaremadeto
enableshareholdersto payfederalincometaxesontheCompany'sprofits,amongotherpurposes.
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatements

FortheYearEndedDecember31,2019

Note8 - Leases

TheCompanyleasesofficeandequipmentunderoperatingleaseswithexpirationdates throughJuly,
2024.Certainleasesprovideforrenewaloptions.

Futurematuritiesof leaseliabilitiesat December31,2019areasfollows:

YearEnding
December31 Amount

2020 $ 514,435
2021 507,815
2022 497,571
2023 301,985
2024 14,118

LeaseTotal 1,835,924

Lessimputedinterest (145,919)

Total $ 1,690,005

Theweightedaverageremainingleasetermis 3.65yearsandtheweightedaveragediscountrates
1.67%.

Totaloperatingleaseexpensefor the yearendedDecember31,2019was$545,678and is includedin
occupancyandequipmentexpenseinthe accompanyingstatementof income.

Note9 - EmployeeBenefits

TheCompanyadoptedanemployeesavingsplan(the"Plan")effectiveJanuary1,1991,withemployer
participationinaccordancewiththeprovisionsof Section401(k)of theIRC. Thevastmajorityof the
Company'semployeesareeligibletobecomeparticipantsinthePlanafterthreemonthsofservice.The
Planallowsparticipantsto makepretaxcontributionsupto 60%of theirsalaryandcommissions,notto
exceedamountsallowableundertheIRC,withtheCompanymakingdiscretionarymatchingcontributions.
All amountscontributedto the Planaredepositedina trustfundwhichis administeredbyanindependent
financial institution.The Company'scontributionsto the Planwere $119,252for the year ended
December31,2019.In2004,the Companyimplementeda DeferredCompensationPlan(the"DCP")for
eligiblemanagementemployees to defera portionof theircompensation.The DCPis fundedthrough
employeecontributions,employercontributions,andthe Company'smatchingcontributionsup to a
specificlimit. Investmentsare madeat the participants'discretion.All assetsassociatedwiththe DCP
areclassifiedas investmentswiththerelatedliabilitytodeferredcompensation.Employercontributions
to the DCPandinvestmentgainson assetsinthe DCPareincludedin compensationexpense.

At December31,2019,theCompanyhadnoobligationto provideotherpost-retirementbenefitstocurrent
or formeremployees.

Note10-FinancialInstrumentswith Off-BalanceSheetRisk

The Companyclearsallof its securities transactions through a clearing broker on a fully disclosed basis.
Pursuantto thetermsof theagreementbetweenthe Companyandtheclearingbroker,theclearingbroker
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CAPITALINSTITUTIONALSERVICES,INC.
NotestoFinancialStatements

FortheYearEndedDecember31, 2019

Note10-Financial Instrumentswith Off-BalanceSheetRisk,continued

has the right to charge the Companyfor losses that result from a counterparty'sfailure to fulfill its
contractualobligations

AstherighttochargetheCompanyhasnomaximumamountandappliestoalltradesexecutedthrough
theclearingbroker,theCompanybelievesthere is nomaximumamountassignableto this right.Asof
December31,2019,theCompanyhasrecordednoliabilitieswith regardto the right.

Inaddition,theCompanyhastherighttopursuecollectionorperformancefromthecounterpartieswho
do notperformundertheir contractualobligations.The Companymonitorsthe creditstandingof the
clearingbrokerandallcounterpartieswithwhichit conductsbusiness.

Note11 - BusinessCombination

On January 2, 2019, the Companyentered into an asset purchase agreement ("Asset Purchase
Agreement')with InnovestSystemsto acquirecertainassetsand rightsof FinancialTechnology
SecuritiesLLC,"FinTech"includingbusinessrelationshipswithbanktrustclientswhobecomeaffiliated
withtheCompany.ThecashproceedswerepaidtoInnovestSystemsonJanuary2,2019,inamountof
$1,300,000the closingdate underthe termsof the purchaseagreement.The agreementalsocontains
certainperformancemilestonespayableover nexttwoyearswithan estimatedfair valueof $240,000

TheallocationofthepurchasepricetogoodwillwascompletedasofApril15,2019.Themajor
classesof assetsandliabilitiestowhichtheCompanyallocatedthepurchasepricefollows:

IdentifiableAssetsacquiredand (Liabilities)assumed
Cash $ 392,162

AccountsReceivable 456,341

Deposits 249,936
DevelopedComputerSoftware 149,000
Hardware 50,000
Fumiture 30,000
Trademark/TradeName 30,800

Goodwill 674,761

ResearchPayable (493,000)
TOTAL $ 1,540,000

Note12- LongTermNotePayable

LoanfromShareholder.MaturitydateisJanuary3,2022.Theloan,intheoriginalamountof$1,300,000
providedfundingfortheAcquisitionof FinTechdescribedinNote11.Theloanispayablein36 monthly
principalpaymentsof$36,111.TheloanbearsinterestattheFidelityinvestmentMoneyMarket-Money
MarketPortfolio-Class1(TickerSymbolFMPXX)sevendayyieldrateplus2%perannum,calculatedon
monthlybasis.Theinterestratewas3.74%at December31,2019.Thebalanceof thenotewas$902,778
at December31,2019.
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CAPITALINSTITUTIONALSERVICES,INC.
Notesto FinancialStatements

FortheYearEndedDecember31,2019

Note12- Long TermNotePayable,continued

Theaggregatematuritiesof long-termdebtasof December31,2019,areasfollows:

2020 433,333
2021 433,333
2022 36,112
Total 902,778
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ScheduleI

CAPITALINSTITUTIONALSERVICES,INC.
Computationof NetCapitalUnderRule15c3-1
of the SecuritiesandExchangeCommission

Asof December31,2019

Computationof NetCapital

Totalshareholders'equityqualifiedfor netcapital $ 12,459,185

Add:

Otherdeductionsorallowablecredits --

TotalCapitalandallowablesubordinatedliabilities 12,459,185

Deductionsand/orcharges
Non-allowableassets:

Agedreceivablesfrombrokersanddealers $ 83,209
Deferredresearchcosts 1,577,130
Furnitureandequipment,net 688,458
Otherassets 2,662,448 (5,011,245)

Netcapitalbeforehaircutsonsecuritiespositions 7,447,940

Haircutsonsecurities(computed,whereapplicable,pursuant
to Rule15c3-1(a)(1)(ii)): (415,258)

NetCapital 7,032,682

MinimumnetcapitalrequiredunderRule15c3-1 (1) 250,000

Netcapitalinexcessof minimumrequirements(2) $ 6,782,682

(1) TheCompanyhaselectedto computeminimumnet capitalusingthe AlternativeNetCapital
methoddefinedinRule15c3-1(a)(1)(ii).

(2) Therewereno materialdifferencesin thecomputationof netcapitalunderRule15c3-1 fromthe
Company'scomputationin itsunauditedFOCUSReport.
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IA MOSSADAMS

Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors

Capital InstitutionalServices, Inc.

We have reviewed management's statements, included in the accompanying Exemption Report, in
which (1) Capital Institutional Services, Inc. identified the following provisions of 17 C.F.R. §15c3-3(k)
under which Capital Institutional Services, Inc. claimed an exemption from 17 C.F.R.§240.15c3-3:
(k)(2)(ii) (the exemptionprovisions)and (2) Capital InstitutionalServices, Inc.stated that Capital
Institutional Services, Inc. met the identified exemption provisions throughout the most recent fiscal
year without exception.Capital Institutional Services, Inc.'s management is responsible for
compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Capital Institutional Services, Inc.'s compliance with the exemption provisions.
A review is substantially less in scope than an examination, the objective of which is the expression
of an opinion on management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange
Act of 1934.

Dallas, Texas
February 27, 2020



ExemptionReport

CapitalInstitutionalServices,Inc.(the"Company")isa registeredbroker-dealersubjectto Rule17a-5 promulgated
bytheSecuritiesandExchangeCommission(17C.F.R.§240.17a-5,"Reportsto bemadebycertainbrokersand
dealers").ThisExemptionReportwaspreparedasrequiredby17C.F.R.§240.17a-5(d)(1)and(4).Tothebestofits
knowledgeandbelief,theCompanystatesthefollowing:

(1) The Companyclaimed anexemptionfrom 17 C.F.R.§240.15c3-3 underthe followingprovisionsof 17
C.F.R.§240.15c3-3(k)(2)(ii).

(2)TheCompanymetthe identifiedexemptionprovisionsin 17C.F.R.§240.15c3-3(k)throughouttheyear
endedDecember31,2019withoutexception.

CapitalInstitutionalServices,Inc.

I,AnnSebert,swearthat,tomybestknowledgeand belief,this ExemptionReportis trueandcorrect.

By:
ChiefExecutiveOfficer
February21,2020
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MOSSADAMS

Report of Independent Registered Public Accounting Firm on
Internal Control

To the Board of Directors and Shareholders
Capital Institutional Services, Inc.

In planning and performing our audit of the financial statements of Capital Institutional Services, Inc.
(the Company),as of and for the year ended December 31,2019, in accordancewith the standards of
the Public Company Accounting Oversight Board (United States), we considered the Company's
internal control over financial reporting (internal control) as a basis for designing our auditing
proceduresfor the purpose of expressing our opinion onthe 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 Regulation 1.16 of the Commodity Futures Trading Commission (CFTC), we
have made a study of the practices and procedures followed by the Company, including
consideration of control activities for safeguarding firm assets. This study included tests of such
practices and procedures that we considered relevant to the objectives stated in Regulation 1.16 in
making the periodic computations of minimum financial requirements pursuant to Regulation 1.17.
Because the Company is an introducing broker (as defined by CFTC Regulation 1.3(mm)),we did not
review the practices and procedures followed by the Company in making the following:

1. The daily computations of the segregation requirements of Section 4d(a)(2) and 4d(f)(2) of the
Commodity Exchange Act and the regulations thereunder, and the segregation of funds based on
such computations;

2. The daily computations of the foreign futures and futures options secured amount requirements
pursuant to Regulation 30.7 of the CFTC.

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 practicesand procedures referred to in the preceding paragraph, and to
assess whether those practices and procedures can be expected to achieve the CFTC'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 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 preparation of financial statements in conformitywith generallyaccepted accounting
principles. Regulation 1.16(d)(2) 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.
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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 misstatements on a timely basis. 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 preceding
paragraphs and was not designed to identify all deficiencies in internal control that might be material
weaknesses.Given these limitations,during our audit, we did not identify any deficienciesin internal
control and control activities for safeguarding customer and firm assets that we consider to be
material weaknesses.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the CFTC to be adequate for its purposes in
accordance with the Commodity Exchange Act and related regulations, and that practices and
procedures that do not accomplish such objectives in all material respects indicatea 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 at December 31, 2019, to meet the CFTC's objectives.

This communication is intended solely for the information and use of management, the Board of
Directors and Shareholders, others within the organization, the CFTC, the National Futures
Association, Financial Industry Regulatory Authority, and other regulatory agencies that rely on
Regulation 1.16 of the CFTC in their regulation of registered introducing brokers, and is not intended
to be and should not be used by anyone other than these specified parties.

Dallas, Texas
February 27, 2020
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