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OATH OR AFFIRMATION

Larry Scully swear or affirm that to the best of

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

Scully Capital Securities Corporation as

of June 30 20 13 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

Snature

President

Title

Notary

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

El 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 5c3- and the

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

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

consolidation

An Oath or Affirmation

13 copy of the SIPC Supplemental Report

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

/or conditions of conjidenlial treatment of certain portions of this filing see section 240 7a-5e3

Footnotes

Statement of Cash Flows

DIlct ol Coiumbo SS

Subscrlh.d ond sworn to bstore me

thI47_doyol%YVvv
Notary Public D.C

My commision expIres Jun 14 2016
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WI
DIXON HUGHES GOODMANu

Certified Public Accountants and Advisors

Report of Independent Registered Public Accounting Firm

Board of Directors

Scully Capital Securities Corporation

Report on the Financial Statements

We have audited the accompanying statements of fmancial condition of Scully Capital Securities

Corporation Delaware corporation as of June 30 2013 and 2012 and the related statements of

operations changes in stockholders equity and cash flows for the years then ended that are filed pursuant

to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes to the fmancial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these fmancial 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 fmancial statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these fmancial 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 fmancial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

fmancial statements The procedures selected depend on the auditors judgment including the assessment

of the risks of material misstatement of the fmancial 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 fmancial 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 fmancial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Praxity
MEMBER

111 Rockvdle Pike 6th Ftoor Rockvilte MD 20850 240403.3700 240.403 3701 dhgllp.com



Opinion

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

fmancial position of Scully Capital Securities Corporation as of June 30 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

1d G-i-LLP
Rockville Maryland

August 26 2013



Scully Capital Securities Corporation

Statements ofFinancial Condition

June 30 2013 2012

Current assets

Cash

Accounts receivable net

Total current assets

Other assets

Prepaid expense

Assets

Current liabilities

Accounts payable

Current income tax liability due to parent company

Deferred tax liability

Total current liabilities

Stockholders equity

Common stock par value $.001 10000 shares

authorized issued and outstanding

Additional paid-in capital

Retained earnings

The accompanying notes are an integral part ofthesefinancial statements

149368

79478

180037

119567

Liabilities and Stockholders Equity

228846 299604

551 485

229397 300089

10301 27659

24133 23883

25053 23098

59487 74640

10 10

124797 124797

45103 100642

169910 225449

229397 300089



Scully Capital Securities Corporation

Statements ofOperations

Years Ended June 30 2013 2012

Revenue

Contract income

Interest income

Total revenue

Loss before income taxes

Income tax expense benefit

Current

Deferred

The accompanying notes are an integral part of these financial statements

193748

180

743073

843

Operating expenses

Professional fees

Dues and licenses

Regulatory fees

Office expenses

Total operating expenses

193928 743916

25791 20835

1150 1149

11729 12419

208592 743989

247262 778392

53334 34476

250 250

1955 6723

2205 6473

55539 28003Net loss



Scully Capital Securities Corporation

Statements of Changes in Stockholder Equity

Years Ended June 30 2013 and 2012

Balance June 30 2011

Net loss

Balance June 30 2012

Net loss

Balance June 30 2013

Additional Total

Common Paid-in Retained Stockholders

Stock Capital Earnings Equity

10 124797 128645 253452

28003 28003

10 124797 100642 225449

55539 55539

10 124797 45103 169910

The accompanying notes are an integral part of these financial statements



Scully Capital Securities Corporation

Statements of Cash Flows

55539

29581

10508

66
17358

250

1955

30669

180037

149368

28003

47504

48600
326

27659

250

6723
7587

187624

180037

The accompanying notes are an integral part of these financial statements

2013 2012Years Ended

Cash flows from operating activities

Net loss

Adjustments to reconcile net loss to net cash from operating activities

Bad debt expense

Change in

Accounts receivable

Prepaid expenses

Accounts payable

Current income tax liability due to parent

Deferred tax liability

Net cash from operating activities

Cash and cash equivalents beginning of year

Cash and cash equivalents end of year

Supplemental Information

Interest paid

Taxes paid



Scully Capital Securities Corporation

Notes to Financial Statements

June 30 2013 and 2012

Organization and Nature of Business

Scully Capital Securities Corporation Delaware corporation the Company or the Securities Company was

incorporated in March 1987 and maintains its office in the District of Columbia The Company was organized

to provide advice and execute municipal securities transactions for clients The Companys business also

includes the selling of corporate debt securities to act as an underwriting or selling group participant in private

placement best efforts offerings only of both debt and equity securities and to conduct investment banking

activities in connection with both municipal and non-municipal securities

The Company is regulated by the Financial Industry Regulatory Authority FINRA

The Company is wholly-owned subsidiary of Scully Capital Services Inc Parent Company The

Company does not act as clearing broker nor does it hold securities for the accounts of others

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying policies of the Company are in accordance with accounting principles generally accepted in

the United States of America applied on consistent basis with that of the preceding period

Cash and Cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less when purchased

to be cash equivalents The carrying value of cash and cash equivalents approximates fair value because of the

short maturities of those financial instruments

Accounts Receivable

Accounts receivable are receivables due from the customers The Company grants credit to its customers

during the normal course of business and generally requires no collateral The Company considers allowance

for doubtful accounts based on factors surrounding the credit risk of specific customers Management of the

Company periodically reviews the collectibility of accounts receivable and those accounts that are considered

not collectible are written off as bad debts An allowance for doubtful accounts receivable in the amount of

$77085 and $47504 has been recorded at June 30 2013 and 2012 respectively

Concentrations

The Company maintains its cash in checking account which is federally insured and at various times in

brokerage deposit accounts with an unaffiliated broker-dealer that maintains SIPC insurance There were no

amounts in excess of federally-insured limits at June 30 2013 and 2012 The Company has not experienced

any losses in such accounts The Company believes it is not exposed to any significant credit risk on cash and

cash equivalents



Amounts due from one customer at June 30 2013 and two customers at June 30 2012 totaled $151672 and

$154642 or approximately 98% and 93% of total accounts receivable as of June 30 2013 and 2012

respectively Four customers represented 98% of contract revenue for 2013 and three customers represented

81% of contract revenue for 2012

Revenue Recognition

The Company charges customers monthly fixed fee for their services along with success fees billed at the

completion of the contract All fees are agreed to in the customer contract and are recognized monthly for

fixed fees and as contracts are completed for success fees

Income Taxes

Scully Capital Securities Corporation files income taxes on consolidated basis with its Parent Company The

provision for income taxes is made on separate company basis with the amount of taxes due recorded as due

to the parent company Income taxes are provided for the tax effects of transactions reported in the financial

statements and consist of taxes currently due plus deferred taxes related primarily to the different methods of

reporting accounts receivable and prepaid expenses These balances are recognized for financial statement

reporting but are deferred for tax purposes

valuation allowance if recognized is based on the weight of available evidence it is more likely than not

that some portion or all of the deferred tax asset will not be realized Future realization of the tax benefit of an

existing temporary difference ultimately depends on the existence of sufficient taxable income of the

appropriate character for example ordinary income or capital gain within the carryforward period available

under the tax law

Tax positions must meet recognition threshold of more-likely-than-not in order for the benefit of those tax

positions to be recognized in the Companys financial statements The Company has determined that it does

not have any material uncertain tax positions as of June 30 2013 and 2012 respectively Interest and

penalties if any are reflected in income tax expense in the accompanying statements of income Fiscal years

ending on or after June 30 2010 remain subject to examination by federal and state tax authorities

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 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

Subsequent Events

Management has evaluated subsequent events through August 26 2013 the date the financial statements were

available to be issued

Accounts Receivable

Accounts receivables consisted of the following as of June 30

2013 2012

156563 167071

77085 47504

79478 119567

Accounts receivable

Allowance for doubtful accounts



Related Party Transactions

The Company provides advice and other securities related services to limited number of unrelated entities

and Scully Capital Services Inc in connection with financings structured by the Parent Company involving

municipal securities There were no fees charged to the Parent Company by the Securities Company for such

services for the years ended June 30 2013 and 2012

The Parent Company also provides services to the Securities Company Pursuant to an agreement between the

parties the Parent Company charged $162120 and $661957 in 2013 and 2012 respectively for services

provided to the Securities Company In 2013 and 2012 the fee was determined by allocating payroll expense

and various office and overhead expenditures incurred by the Parent based upon the number of hours

employees worked at each company These charges are recorded as office expenses

Net Capital Requirements

Pursuant to the net capital requirements under the Securities Exchange Act of 1934 of Rule 5c3-1 the

Companys required ratio of aggregate indebtedness as defined to net capital as defined may not exceed 15

to Net capital and related ratios normally fluctuate on daily basis In addition the Company must

maintain minimum net capital of $5000 The Company must notify F1NRA if net capital goes below $6000
On June 30 2013 and 2012 the Company had net capital as computed in accordance with the regulations of

the Securities and Exchange Commission of $89881 and $105397 respectively and the ratio of aggregate

indebtedness to net capital was .66 and .71 to one respectively

Withdrawals of equity capital through redemption or repurchase of shares dividend payments or other

distributions and any unsecured advances or loans to stockholders or affiliates require advance notice to the

Securities and Exchange Commission In no event may such withdrawal or distribution be made if it would

reduce net capital to less than 120% of the Companys required minimum net capital Dividend distributions

withdrawals of capital and loans to affiliates exceeding specified percentage of broker dealers net capital

may require approval of the Securities and Exchange Commission

The Company does not conduct retail business as broker or dealer and does not maintain possession or

control of securities for customers As such the Company is not subject to the requirements of Rule 5c3-3

Income Taxes

The provision for income taxes consists of the following

Current

Federal income taxes

State income taxes

Deferred

Federal income tax liability benefit

State income tax liability benefit

2013 2012

250 250

250 250

1173 4034
782 2689

1955 6723

2205 6473



Deferred income taxes as of June 30 2013 and 2012 are as follows

Deferred tax assets

Accounts payable

Deferred tax liabilities

Accounts receivable

Prepaid expenses

Deferred tax valuation allowance

Net deferred tax liability

2013 2012

2350 6915

27265 29892
138 121

27403 30013

25053 23098

10



DIXON HUGHES GOODMANLLP
Certified Public Accountants and Advisors

Report of Independent Registered Public Accounting Firm on

Supplementary Information Required by Rule 7a-5 of the

Securities and Exchange Commission

Board of Directors

Scully Capital Securities Corporation

We have audited the accompanying fmancial statements of Scully Capital Securities Corporation

as of and for the year ended June 30 2013 and have issued our report thereon dated August 26 2013

which contained an unmodified opinion on those fmancial statements Our audit was conducted for the

purpose of forming an opinion on the fmancial statements as whole The supplementary information

contained in Schedule required by Rule 7a-5 under the Securities Exchange Act of 1934 is presented

for purposes of additional analysis and is not required part of the fmancial statements 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 fmancial statements The information has been subjected to the

auditing procedures applied in the audit of the fmancial statements and certain additional procedures

including comparing and reconciling such information directly to the underlying accounting and other

records used to prepare the fmancial statements or to the fmancial statements themselves and other

additional procedures in accordance with auditing standards generally accepted in the United States of

America In our opinion the information is fairly stated in all material respects in relation to the basic

fmancial statements as whole

Rockville Maryland

August 26 2013
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Praxit
MEMBER
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Scully Capital Securities Corporation

Computation ofNet Capitalfor Brokers and Dealers Pursuant to

Rule 15c3-1 Under the Securities Exchange Act of 1934 Schedule

June 30 2013

Stockholders equity

Stockholders equity qualified for net capital 169910

Nonallowable assets and miscellaneous capital charges

Prepaid expenses 551

Accounts receivable 79478

80029

Net capital 89881

Amounts included in total liabilities which represent

aggregate indebtedness 59487

Minimum net capital required the greater of $5000 or 6-2/3%

of aggregate indebtedness 5000

Net capital in excess of minimum requirements 84881

Ratio of aggregate indebtedness to net capital 66%

Except for the accrual of and provision for income taxes and allowance for bad debts there are no material differences

between the amounts presented above and the amounts reported on the Companys unaudited FOCUS Report as of June 30
2013

The Company is exempt from reserve requirements and possession on control requirements under Rule 5c3-3k2i

12



NIP
DIXON HUGHES GOODMAN

Certified Public Accountants and Advisors

Report of Independent Registered Public Accounting Firm on

Internal Control Required by SEC Rule 7a-5g1 for Broker-Dealer Claiming

an Exemption From SEC Rule 15c3-3

Board of Directors

Scully Capital Securities Corporation

In planning and performing our audit of the fmancial statements of Scully Capital Securities

Corporation Company as of and for the year ended June 30 2013 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys internal

control over fmancial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the fmancial statements but not for the purpose of expressing an

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

on the effectiveness of the Companys internal control

Also as required by Rule 17a-5gl 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-3 11 and for determining

compliance with the exemptive provisions of Rule 5c3-3 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 Companyhas 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 fmancial statements in

conformity with accounting principles generally accepted in the United States of America Rule 7a-5g
lists additional objectives of the practices and procedures listed in the preceding paragraph

13
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MEMBER
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Because of inherent limitations in internal control and the practices and procedures referred to

above error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate

deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect misstatements on timelybasis sign jfIcant deficiency is deficiency or combination of

deficiencies in internal control over fmancial reporting 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 timelybasis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identif 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 June 30 2013 to meet the SECs

objectives

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

management the SEC FINRA and other regulatory agencies that rely on Rule 7a-5g under the

Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not intended

to be and should not be used by anyone other than these specified parties

LLP
Rockville Maryland

August 26 2013
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