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A Letter to Shareholders
I [

Fellow Shareholders :

2013 continued the strength of the major market indices,
with the S&P 500 gaining almost 30% for the year. We
reached new highs on several indices, while others remained
well behind their highs reached last decade. Retail investors
and corporations alike kept record amounts of cash on-hand,
deploying little to investments, and leaving plenty of
momentum on the sidelines. Itis unclear whether main
street investors will use their cash reserves for investment
at any time in the near future, but it is much more likely
that corporations will do so. Aging infrastructure, especially
in computer hardware, will at some point necessitate
investment by companies in order to remain competitive
and e""cient. In the meantime, companies are enjoying
record pro#ts with their reduced spending for capital
expenditures.

With the advances in stocks, and the low rate of companies
failing, there were few interruptions in the business of the
#rm. Customer complaints, arbitrations, and litigations are
generally borne out of poor economic conditions that result
in investor losses. Without losses, most investors were
content to watch their balances grow and accept the risks
associated with their investments. There were a small
number of arbitrations that were received by the #rm,
exclusively for investments made prior to 2010.

These arbitrations, while few in number, continue to weigh
on the results of the #rm as legal costs are incurred for each.
The costs and the uncertainty of outcomes are di*"cult to
manage, since much of these matters is controlled by forces
outside of the #rm. Additionally, the time committed to
these matters detracts from larger projects and slows the
progress of the #rm.

Despite the distractions, the #rm continued its growth
strategy throughout the year, bringing new representatives
to the #rm and new production to the top line. The growth
in 2013 was slightly ahead of projections, and shows
promise for future growth as well. We did encounter a few
roadblocks in our plan to convert the #rm to an LLC, which
caused us concern as to the wisdom of completing that
change. Key states in which we do business could not or
would not give the #rm approval to continue doing business
asan LLC in advance of the change, and the possibility that
we would be denied access to those states prompted the
#rm to reconsider the matter. This limited our ability to
reduce costs as fully as we had anticipated. We were,
however, able to reduce costs in other areas that contributed
to the success of the #rm for the year.

.
CAPITAL FINANCIAL HOLDINGS

JOHN CARLSON
President & CEO

Looking forward, the #rm is exploring opportunities to
diversify the earnings of the corporation, and have begun
talks in preliminary stages for avenues of revenue that could
be pursued. Some are smaller ventures while others would
require new divisions of the company, but no decisions have
been made at this time. Management will continue to review
potential investments with an eye toward long-term growth.
Having multiple sources of income for the company and
business ventures in areas outside of #nancial services is a
sound diversi#cation strategy and opens possibilities in #elds
that are not currently accessible to the #rm. Obviously, the
#rm would only engage businesses where we have experience
and a reasonable probability of success. Opportunities in our
area are abundant, though, so we are reviewing our options.

As always, growth, pro#tability, and shareholder value continue
to be our primary missions. We continue to operate a pro#table
and professional organization with a well-trained and
experienced sta$.

Syl

John Carlson
President & CEO
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Corporate Profile
I

Capital Financial Holdings, Inc. derives the majority of its
revenues and net income from sales of mutual funds,
insurance products, and various other securities through
Capital Financial Services, Inc. (“CFS”), the Company’s
broker-dealer subsidiary.

CFS is a full-service brokerage firm. CFS is registered with
the SEC as an investment advisor and broker-dealer and
also with FINRA as a broker-dealer. CFS specializes in providing
investment products and services to independent investment
representatives, financial planners, and investment advisors
and currently supports over 211 investment representatives
and investment advisors.

CCFS's primary source of revenue is commission revenue in
connection with sales of shares of mutual funds, insurance
products, and various other securities. CFS receives
commission and Rule 12b-1 servicing revenue generated
from the sale of investmentproducts originated by its
registered representatives. CFS also receives investment advisory
revenue as a registered investment advisor. CFS pays a portion
of the revenue generated to its registered representatives and
retains the balance.

CFH is publicly traded over the OTC Bulletin Board under the
symbol CPFH. The Company’s principal offices are located at
1 Main Street North, Minot, North Dakota 58703. As of December
31,2012 the Company had 16 full-time employees consisting
of officers, securities distribution, data processing, compliance,
accounting, and clerical support staff.

Back Row (Left to Right)

Brett Nesdahl, Jamie Schlag, Nicole Bertsch, Carina Koble,
Elizabeth Redding, Joanne Hulm, Candice Turner,

Erin Sund, John Carlson

Front Row (Left to Right)

Don Waage, Chad Thuner, Mark Patterson, Bart Bohrer

Not Pictured

Amy Nelson, John Doubek, Samantha Hemp,
Julie Senger, Jaci Norbury
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