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OATH OR AFFIRMATION

Christopher Helmrath swear or affirm that to the best of

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

Stout Causey Capital Corporation
as

of December31 20 12 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

Title

Notary Public COMJ4t4.L
zotiij_

Thiseport contains check applicable boxes

Facing Page
lI Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

lZ 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

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

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

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

I1 Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

t1 An Oath or Affirmation

copy of the SIPC Supplemental Report

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

Signature

President

For conditions of confidential treatment of certain portions ofthisfiling see section 240.1 7a-5e3
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Item No

2a Total revenue FOCUS Line 12/Part hA Line Code 4030

2b Additions

Total revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal transactions in securities in trading accounts

Net loss from principal transactions in commodities in trading accounts

Interest and dividend expense deducted in determining item 2a

Net loss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing registrahion fees and legal fees deducted in determining net

profit
from managemenl of or participation in underwriting or distribution of securities

Net loss from securities in investment accounts

Total additions

Total interest and dividend expense FOCUS Line 22/PART IlA Line 13

Code 4075 plus line 2b4 above but not in excess

of total interest and dividend income

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS line Code 3960

Enter the greater of line or ii

Total deductions

2d SIPC Net Operating Revenues

2e General Assessment .0025

DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT
Amounts for the fiscal period

beginning 1/1/2012

and ending 12/31/212

Eliminate cents

$__________

2c Deductions

Revenues from the distribution of shares of registered open
end investment company or unit

investment trust from the sale of variable annuities from the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security lutures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements for postage in connection with proxy
solicitation

Net gain from securities in investment accounts

100% of commissions and markups earned from transactions in certificates of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

Direct expenses of printing advertising and legal fees incurred in connection with other revenue

related to the securities business revenue defined by Section 169L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

fl

Deductions in excess of $100000 require documentation

ct

LJLJ5

to page line 2.A



2/26/2013 225 PM

Stout Causey Capital Corporation

Analysis of Deduction on SIPC-7

2012

Engagement Internal Client Name

YTD

Description

ME0000.74 Medici

TIG000.74 Tiger

KIN000.74 Kinetic

CONOO1.74 Content

IVA000.74 lvantage

MIN13O.74 Mind Over Machines Inc

IND400.74 Industry Retail Group

EMG11O.74 EMG Corporation

PRE92O.74 Precision Products Group

STCJAC.73

PRE000.73 Precise

CYB000.74 Cyber

77461 170000

28425 10575

38753

16150

700209 Not related directly or indirectly to securitie

324089 Not related directly or indirectly to securitie

247461 Not related directly or indirectly to securitie

117376 Not related directly or indirectly to securitie

38753 Not related directly or indirectly to securitie

38044 Not related directly or indirectly to securities

37320 Not related directly or indirectly to securitie

30413 Not related directly or indirectly to securitie

20241 Not related directly or indirectly to securitie

837400 Non Deal Revenue done by Shot Tower Capital

117358 Not related directly or indirectly to securitie

17666 Not related directly or indirectly to securitie

Non-Deal Revenue

Deal Revenue

415026 488252 1156979 505772 2566030

STCJAC.73 The Estate of Michael Jackson

COL000.73 Columbus

TEROO1.73 Terra

FRE341.73 Sherlock

SILVOO.73 Silver Oak

PROTOO.73 Protection

KID000.73 Sprout

HOL000.73 Hollywood.com

Total Deal Revenue subject to SIPC Fee of .0025

Total Revenue per Capital PL
Per PL ITO

1972600

810459

Quarter Ended

3/31/2012 6/30/2012 9/30/2012 12/31/2012

227143 273050 77196 122820

324089

The Estate of Michael Jackson

78376

13348

2854

5826

10019Other Small Projects

38044

37320

915

17388

837400

45705 71653

7178

129048 95330

4663

4035 39702

40000

334725

40000

750

30000

9639

1972600 Deal Revenue done by Shot Tower Capital

850459

335475

120000 150000

40000 Retainer

6563 16203

5000 5000

3578 3578

414725 2823448 127985 3366159

829751 488252 3980427 633758 5932188

829751 1318003 5298431 5932189

SIPC6 Deduction Backup 2012 6.xlsx Sheetl
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ETb
nith Elliott Kearn Company LLC

Certified Public Accountants Conaultants

Independent Auditors Report

To the Board of Directors of

Stout Causey Capital Corporation

Report on the Financial Statements

We have audited the accompanying financial statements of Stout Causey Capital Corporation

Maryland corporation the Company which comprise the statement of financial condition as of

December 31 2012 and the related statements of operations changes in stockholders equity and cash

flows for the year then ended that are filed pursuant the 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 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 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



Smith i1iott Kcam Company LLC

Ccrtitied Public Accountants Conultn

Opinion

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

the financial position of Stout Causey Capital Corporation as of December 31 2012 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

February 25 2013

Hagerstown Maryland



Stout Causey Capital Corporation

Statement of Financial Condition

December 31 2012

Assets

Cash and cash equivalents 1192396

Accounts receivable net of allowance of $10000 107474

Total Assets 1299870

Liabilities and Stockholders Equity

Liabilities

Due to affiliate 445265

Accrued bonus 368900

Total Liabilities 814165

Stockholders Equity

Common stock par value $1.00 100000 shares authorized

8650 shares issued and outstanding 8650

Paid in capital 1076437

Accumulated deficit 599382

Total Stockholders Equity 485705

Total Liabilities and Stockholders Equity 1299870

The accompanying notes are an integral part of this financial statement



Stout Causey Capital Corporation

Statement of Operations

For the Year Ended December 31 2012

Fee Income 5932188

Expenses

Salaries and payroll taxes 1533660

Other employee expenses 32940

Other operating expenses 3350341

Total Expenses 4916941

Net Income 1015247

The accompanying notes are an integral part ofthis financial statement



Stout Causey Capital Corporation

Statement of Changes in Stockholders Equity

For the Year Ended December 31 2012

Total

Common Paid In Accumulated Stockholders

Stock Capital Deficit Equity

Balance at December 31 2011 8650 1076437 194629 890458

Net Income 1015247 1015247

Distributions to Stockholders 1420000 1420000

Balance at December 31 2012 8650 1076437 599382 485705

The accompanying notes are an integral part of thisfinancial statement



Stout Causey Capital Corporation

Statement of Cash Flows

For the Year Ended December 31 2012

Cash Flows From Operating Activities

Net income 1015247

Adjustments to reconcile net income to net cash

provided by operating activities

Changes in assets and liabilities

Accounts receivable 52035

Due to/from affiliate 750821

Accrued bonus 368900

Net Cash Provided by Operating Activities 2187003

Cash Flows From Financing Activities

Distibutions to stockholders 1420000

Net change in Cash and Cash Equivalents 767003

Cash and Cash Equivalents beginning of year 425393

1192396

The accompanying notes are an integral part ofthis financial statement

Cash and Cash Equivalents end of year



Stout Causey Capital Corporation

Notes to Financial Statements

For the Year Ended December 31 2012

DESCRIPTION OF BUSINESS AND SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

Stout Causey Capital Corporation the Company was incorporated in the State of Maryland and is

broker/dealer registered with the Securities and Exchange CommissionSEC and the Financial Industry

Regulatory Authority FINRA The Company is wholly owned subsidiary of SCH Group Inc

the Parent

Revenue Recognition

The Company provides consulting services related to mergers and acquisitions and business

performance enhancement to organizations The Company works on both contingent fee and

hourly fee basis For contingent fee services revenue is recognized upon settlement of

transaction Hourly fees are billed on monthly basis and revenue is recognized upon issuance of

an invoice

Cash and Credit Risk

The Company defmes cash equivalents as cash held in checking accounts

Cash held in banks may at times be in excess of the Federal Deposit Insurance Corporation

insurance limit and management considers those circumstances to be normal business risk

Accounts Receivable

Accounts receivable represents hourly fees earned on activities that occurred prior to and to be

paid after December 31 2012

The Company provides credit in the normal course of business to its customers and performs

ongoing credit evaluations of those customers Receivables are generally due thirty days after

they are billed The Company considers allowances for doubtful accounts based on factors

surrounding the credit risk of specific customers historical trends projection of trends and other

information Management of the Company periodically reviews the collectability of accounts

receivable and those accounts which are considered not collectable are written off as bad debts

Based on managements review an allowance for doubtful accounts of $10000 has been

recorded as of December 31 2012

Income Taxes

The Company is Qualified Sub-Chapter S-Corporation thus income is passed through to the

Parent The Parent is an S-Corporation for Federal and State income tax purposes In lieu of

corporation income taxes the stockholders of the S-Corporation are taxed on their proportionate

share of the Companys taxable income or loss Therefore no provision or liability for Federal

or State income taxes has been provided in these financial statements



Stout Causey Capital Corporation

Notes to Financial Statements

For the Year Ended December 31 2012

DESCRIPTION OF BUSINESS AND SUMISIARY OF SIGN1FICArT

ACCOUNTING POLICIES contd

Income Taxes contd

The Company follows the FASB Accounting Standards Codification which provides guidance

on accounting for uncertainty in income taxes recognized in an enterprises financial statements

The guidance prescribes recognition threshold and measurement attribute for the financial

statement recognition and measurement of tax position taken or expected to be taken in tax

return and also provides guidance on derecognition classification interest and penalties

accounting in interim periods disclosure and transition As of December 31 2012 the Company
had no uncertain tax positions that require either recognition or disclosure in the Companys
financial statements Generally the tax years before 2009 are no longer subject to examination by

federal state or local taxing authorities

Use of Estimates in the Preparation of Financial Statements

The preparation of fmancial 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

REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule

Rule 5c3- which requires the maintenance of minimum net capital and maximum ratio of

aggregate indebtedness to net capital The Rule provides that minimum net capital shall exceed the

greater of $5000 or 12.5% of aggregated indebtedness and that aggregate indebtedness shall not

exceed times net capital as these terms are defined by the Rule As of December 31 2012 net

capital is $378231 and aggregate indebtedness is $814165 Therefore 12.5% of aggregate

indebtedness or $101771 is
greater

than $5000 and the Company has excess net capital of

$276460 Additionally the Companys aggregated indebtedness of $814165 is less than the

maximum allowed of $3025848 or eight times net capital As of December 31 2012 the

Company is in compliance with these rules



Stout Causey Capital Corporation

Notes to Financial Statements

For the Year Ended December 31 2012

RELATED PARTY TRANSACTIONS

The Company shares office space and personnel with affiliated companies At the discretion of

management certain personnel expenses are charged to the Company During the year ended

December 31 2012 personnel costs totaling approximately $1533660 were charged to the

Company

The Parent pays all indirect expenses of the Company The Company maintains an intercompany

balance with the Parent and is responsible for settling all liabilities to the Parent for the Companys

portion of such costs This agreement affects the Companys fmancial position and operating

results in manner that differs from those that might have been achieved if the Company was

autonomous

The Company maintains an operating cash account from which all direct expenses of the Company
are paid From time to time the Company will advance cash to the Parent company

At December 31 2012 the Company owed $445265 for reimbursement of various shared services

The payable is reported as Due to affiliate in the Companys statement of financial condition and

is expected to be paid in full in 2013

SUBSEQUENT EVENTS

The Company has evaluated events and transactions subsequent to December 31 2012 through

February 25 2013 the date these financial statements were available to be issued Based on the

defmitions and requirements of generally accepted accounting principles management has not

identified any events that have occurred subsequent to December 31 2012 and through February

25 2013 that require recognition or disclosure in the fmancial statements



mith Elliott Kem Company LLC

Certified Public Accountants Conultnt

INDEPENDENT AUDITORS REPORT ON SUPPLEMENTARY
INFORMATION REQUIRED BY RULE 17a-5 OF THE

SECURITIES AND EXCHANGE COMMISSION

To the Board of Directors of

Stout Causey Capital Corporation

We have audited the accompanying financial statements of Stout Causey Capital Corporation as of and

for the year ended December 31 2012 and have issued our report thereon dated February 25 2013
which contained an unmodified opinion on those financial statements Our audit was conducted for the

purpose of forming an opinion on the financial statements as whole The 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 suplementary information required by Rule 7a-5 under the Securities and

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 in

Schedules II Ill and IV is fairly stated in all material respects in relation to the financial statements as

whole

February 25 2013

Hagerstown Maryland

10



Stout Causey Capital Corporation

Schedule Computation of Net Capital and

Required Net Capital Under Rule 15c3-1

For the Year Ended December 31 2012

Net Capital

Total Capital Funds 485705

Deductions

Non-allowable receivables 107474

Net Capital 378231

Minimum Net Capital 101771

Excess Net Capital 276460

Total Aggregate Indebtedness 814165

Ratio of Aggregate Indebtedness to Net Capital maximum 8.00 2.15

11



Stout Causey Capital Corporation

Schedule LI Reconciliation Between Audited and

Unaudited Statements of Financial Condition

For the Year Ended December 31 2012

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 Part hA filed as of December 31 2012

12



Stout Causey Capital Corporation

Schedule III Computation for Determination of

Reserve Requirements Under Rule 15c3-3 of the

Securities and Exchange Commission

For the Year Ended December 31 2012

The Company is exempt from SEC Rule 15c3-3 because it does not
carry

securities accounts for

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

pursuant to k2Xi

13



Stout Causey Capital Corporation

Schedule IV Information Relating to Possession

or Control Requirements Under Rule 15c3-3 of

the Securities and Exchange Commissions

For the Year Ended December 31 2012

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 k2Xi

14



ET5
mith lliott Kearn Comphny LLC

CertThed ublic Accountnt Conultnt

INDEPENDENT AUDITORS REPORT
ON INTERNAL ACCOUNTING CONTROL

REQUIRED BY SEC RULE 17a-5

FOR THE YEAR ENDED DECEMBER 31 2012

To the Board of Directors of

Stout Causey Capital Corporation

In planning and performing our audit of the fmancial statements and supplemental schedules of Stout

Causey Capital Corporation Maryland Corporation the Company as of and for the year ended

December 31 2012 in accordance with auditing standards generally accepted in the United States of

America we considered 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 7a-5gXl of 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 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 for determining

compliance with the exemption provisions of Rule 15c3-3 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

Making quarterly securities examinations counts verifications and comparisons and 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

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 the 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

15



iith Elliott Kcrn Company LLC

Certified Public Accountant Conultant

Because of inherent limitations in internal control or 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 sign/icant 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 fmancial 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 defmed 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 December 31 2012 to meet the SECs

objectives

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

SEC and other regulatory agencies that rely on rule 17a-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

T4tf LL

February 25 2013

Hagerstown Maryland
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