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Report of Independent Registered Public Accounting Firm 

To the Member 
Sound Capital Distributors LLC 

Opinion on the Financial Statements 

We have audited the accompanying statement of financial condition of Sound Capital Distributors LLC as 
of December 31, 2021, the related statements of operations, changes in member's equity, and cash flows 
for the period from June 2, 2021 (date of registration as a broker dealer) to December 31, 2021, 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 Sound Capital Distributors LLC 
as of December 31, 2021 and the results of its operations and its cash flows for the period from June 2, 
2021 (date of registration as a broker dealer) to December 31, 2021 in conformity with accounting 
principles generally accepted in the United States of America.  

Basis for Opinion  

These financial statements are the responsibility of Sound Capital Distributors LLC's management. Our 
responsibility is to express an opinion on Sound Capital Distributors LLC'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 Sound Capital 
Distributors LLC 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 that 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. 



To the Member 
Sound Capital Distributors LLC 
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Supplemental Information 

The accompanying supplemental information (Computation of Net Capital Under Rule 15c3-1 of the 
Securities and Exchange Commission, Computation for Determination of Reserve Requirements under 
Rule 15c3-3 of the Securities and Exchange Commission, and Information for Possession or Control 
Requirements under Rule 15c3-3 of the Securities and Exchange Commission) has been subjected to 
audit procedures performed in conjunction with the audit of Sound Capital Distributors LLC's financial 
statements. The supplemental information is the responsibility of Sound Capital Distributors LLC's 
management. Our audit procedures included determining whether the supplemental information 
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 the 
supplemental information. In forming our opinion on the supplemental information, we evaluated whether 
the supplemental information, including its form and content, is presented in conformity with 17 C.F.R. 
§240.17a-5. In our opinion, the supplemental information is fairly stated, in all material respects, in 
relation to the financial statements as a whole.  

 
We have served as Sound Capital Distributors LLC's auditor since 2021. 
Chicago, Illinois 
February 4, 2022 
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Statement of Financial Condition 
December 31, 2021 

  
                   

ASSETS     Total 
      
       Cash             $       50,895   
       Other Assets                 1,183 
      
 

TOTAL ASSETS         $       52,078   
 

LIABILITIES AND MEMBER’S EQUITY 
  Liabilities  

      
          Due to Parent                1,500   
           

  
 
     Member’s Equity             50,578   
          

Total Liabilities and Member’s Equity      $      52,078   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

See accompanying notes to the financial statements. 
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Statement of Operations 

Period from June 2, 2021 (Date of Registration as a Broker Dealer) 
 to December 31, 2021 

  
  
Revenues        $           - 
 
 
Expenses  
   Employee Wage Expense               6,667   
   Regulatory Fees                3,970   
   General Business Expenses               3,633  
   Professional Services                           12,550  
 Total Expenses        $       26,820  
 
Net Loss        $                 (26,820) 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

See accompanying notes to the financial statements. 
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Statement of Changes in Member’s Equity 
Period from June 2, 2021 (Date of Registration as a Broker Dealer) 

 to December 31, 2021 
 

  
   Member's Capital    Retained Earnings    Total Member's Equity 

Balance, June 2, 2021     $          175,000     $           (23,675)     $             151,325 

Contributions – expenses  

     paid by Parent                            21,073              -                21,073 

Distributions to Parent                  (95,000)              -               (95,000) 

Net Loss                -                      (26,820)               (26,820) 

Balance, December 31, 2021    $          101,073      $           (50,495)      $  50,578  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the financial statements. 
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Statement of Cash Flows 
Period from June 2, 2021 (Date of Registration as a Broker Dealer) 

to December 31, 2021 
  
  
OPERATING ACTIVITIES                   Total 
   Net Loss         $              (26,820)   
   Adjustments to reconcile Net Loss to Net Cash used  
   in operation activities:  
      Contributions – expenses paid by Parent         21,073 
  Changes in Operating Assets and Liabilities: 
      Other Assets                                                (858)   
      Due to Parent                            1,500   
 Total adjustments to reconcile net loss to net cash used in operating activities:                     21,715   
 
Net cash used in operating activities:          $                (5,105)   
 
FINANCING ACTIVITIES  
   Distributions to Parent                         (95,000)   
 
Net cash used in financing activities       $               (95,000)   
 
Net cash decrease for period        $             (100,105)   
Cash at beginning of period                         151,000  
  
Cash at end of period         $                  50,895   

 

 

 

 

 

 

 

 

 

 

 

See accompanying notes to the financial statements. 
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Notes to the Financial Statements 
Period from June 2, 2021 (Date of Registration as a Broker Dealer) 

 to December 31, 2021 
 

1. Summary of Significant Accounting Policies: 

 

Nature of Business: Sound Capital Distributors LLC (the "Company") is a Delaware Limited Liability Company 
registered as an introducing broker- dealer with the Securities and Exchange Commission (SEC) and is a member 
of Financial Industry Regulatory Authority (FINRA). The Company is a wholly owned subsidiary of Sound Capital 
Holdings LLC (the "Parent"). The first capital contribution was made in September 2020, from its sole member. 
The Company became registered as a broker-dealer on June 2, 2021. Sound Capital Distributors LLC was founded 
with the intent to provide defined outcome solutions and other risk management option overlay strategies to 
institutions and their clients. The Company is initially targeting institutions that underwrite variable annuity 
products to relieve balance sheet exposure for such companies while still providing risk mitigated investment 
experiences.   

The Company does not engage in market making or Company commitment underwritings or provide investment 
advisory services to its customers. The Company does not affect transactions in commodities, commodity 
futures or commodity options nor does it engage in any other non-securities business activities. 

The Company does not carry or maintain accounts for customers; handle or hold customer funds or securities; 
clear or settle securities transactions on behalf of customers; issue research reports regarding securities; permit 
its personnel to exercise discretion over customer accounts; or engage in market making. 

Basis of Accounting: The accompanying financial statements have been prepared on the accrual basis of 
accounting in accordance with accounting principles generally accepted in the United States (“GAAP”) as 
determined by the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”). 

Use of Estimates: The preparation of financial statements in conformity with generally accepted accounting 
principles requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Actual results could differ from those estimates. 

Risks and Uncertainties: Financial instruments which potentially expose the Company to concentrations of 
credit risk consist primarily of cash and cash equivalents and receivables from customers. The Company 
maintains cash and cash equivalents in broker-dealers and banks offering protection for cash by the Securities 
Investor Protection Corporation (“SIPC”) or Federal Depository Insurance Company (“FDIC”) up to $250,000.  

Cash and Cash Equivalents: For purposes of the Statement of Cash Flows, the Company has defined cash 
equivalents as highly liquid investments with original maturities of less than ninety days that are not held for 
sale in the ordinary course of business. The Company maintains its operating cash in a bank checking account 
insured by the Federal Deposit Insurance Corporation. The Company may, during the ordinary course of 
business, maintain account balances with banks in excess of federally insured limits. The Company has not 
experienced losses on these accounts, and management believes that the Company is not exposed to significant 
risks on such accounts.  
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Notes to the Financial Statements (continued) 
Period from June 2, 2021 (Date of Registration as a Broker Dealer) 

 to December 31, 2021 
 

1.  Summary of Significant Accounting Policies (continued): 

Revenue Recognition: The Company has not had any revenues since inception. Once the Company is generating 
revenue, management expects to follow the revenue recognition guidance provided for in Topic ASC 606 - 
Revenue from Contracts with Customers, based on the terms of individual customer contracts. 

Income Taxes: No provisions have been made for income taxes since the Company is a single member limited 
liability company and is considered a disregarded entity for income tax purposes. The sole member is liable for 
income taxes based on the Company's taxable income. 

The Company follows the FASB guidance for how uncertain tax positions should be recognized, measured, 
disclosed, and presented in the financial statements. This requires the evaluation of tax positions taken or 
expected be taken in the course of preparing the Company's tax returns to determine whether the tax positions 
are "more-likely-than-not" of being sustained "when challenged" or "when examined" by the applicable tax 
authority. Tax positions not deemed to meet the more-likely-than-not threshold would be recorded as a tax 
expense and liability in the current year. Management has evaluated the Company's tax positions and concluded 
that the Company has taken no uncertain tax positions that require adjustment to the financial statements to 
comply with the provisions of this guidance as of December 31, 2021. The Company is not currently under audit 
by any tax jurisdiction. 

Going Concern: The Company became registered as a broker-dealer on June 2, 2021. The accompanying 
financial statements have been prepared assuming the Company will continue as a going concern. Management 
acknowledges the operating results for the period ended December 31, 2021 were in line with expectations 
given the Company is still considered a start-up and did not anticipate revenue during the year. Due to the 
current status of limited revenue production, management has received assurances from the Parent that they 
have the wherewithal, and will, to infuse additional capital in the future should the Company need it to fund its 
operations.  

  

2. Related Party Transactions: 

 

The Company has an expense sharing agreement with its Parent whereby the Company makes use of a portion 
of the Parent's resources and support personnel which does not cause the Parent to incur significant, if any, 
additional costs and expenses. The Parent has adequate resources to incur and pay for such overhead costs in its 
ordinary course of business and per the expense agreement, the Company is not required to repay such 
amounts to the Parent. The Company does record and pay for any and all expenses directly related to its 
operating activities as a registered Broker Dealer. In some cases, certain expenses that are directly related to the 
operations of the Company are incurred by the Parent, and then allocated to and recorded on the financial 
statements of the Company using amounts determined by the Company’s expense sharing agreement. During  
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Notes to the Financial Statements (continued) 
Period from June 2, 2021 (Date of Registration as a Broker Dealer) 

 to December 31, 2021 
 

2. Related Party Transactions (continued): 

the period from June 2, 2021 (Date of Registration as a Broker Dealer) to December 31, 2021, the Parent funded 
and provided forgiveness for expenses amounting to $21,073, which have been recorded as capital 
contributions. As of December 31, 2021, the Company had a payable to the Parent of $1,500. 

 

3. Regulatory Requirements: 

 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (Rule 15c3-1), 
which requires the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness 
to net capital, both as defined, shall not exceed 15 to 1. As of December 31, 2021, the Company had net capital 
of $49,395 which was $44,395 in excess of required minimum net capital of $5,000. The Company’s ratio of 
aggregated indebtedness to net capital was approximately 0.03 to 1 at December 31, 2021. 

 

4. Commitments and Contingencies: 

 

The Company is exposed to various asserted and unasserted potential claims encountered in the 
normal course of business. As of December 31, 2021, and through the date of this report there were 
no such claims. 
 

5. Subsequent Events: 

 

Management has evaluated for disclosure the impact of all subsequent events through February 4, 2022, the 
issuance date of the financial statements. No such events require disclosure. 

 

 

 

 
 
 
 

 



SOUND CAPITAL DISTRIBUTORS LLC 
 

10 
 

 
Schedule I 

Computation of Net Capital under Rule 15c3-1  
of the Securities Exchange Commission  

December 31, 2021 
 

 
Member’s equity:        $     50,578  
             
 
Less: Nonallowable assets              1,183  
             
 
Net capital         $    49,395 
 

Amounts included in total liabilities which represent aggregate 
indebtedness 
   Due to Parent         $      1,500  
 
Minimum net capital required (the greater of $5,000 or 
12-1/2% of aggregate indebtedness)      $      5,000 
 
Net capital excess of minimum requirements     $    44,395 
 
Ratio of aggregate indebtedness to net capital                   0.03 to 1 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Note: There are no material differences between the computation of Net Capital presented above and the 
Company's unaudited Form X-17a-5, Part IIA as of December 31, 2021, as filed. 
  

See Report of Independent Registered Public Accounting Firm. 
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Schedule II 
Computation for Determination of Reserve Requirements 

Under Rule 15c3-3 of the Securities and Exchange Commission 
December 31, 2021 

 
The Company has not directly or indirectly held or otherwise owed funds 

or securities for or to customers, has not carried accounts of or for 
customers, and has not carried PAB accounts. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 
 

See Report of Independent Registered Public Accounting Firm 
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Schedule III 

Information Relating to Possession or Control Requirements 
Under Rule 15c3-3 of the Securities and Exchange Commission 

December 31, 2021 
 

The Company has not directly or indirectly held or otherwise owed funds 
or securities for or to customers, has not carried accounts of or for 

customers, and has not carried PAB accounts. 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

See Report of Independent Registered Public Accounting Firm 
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Report of Independent Registered Public Accounting Firm on Exemption Report 

To the Member 
Sound Capital Distributors LLC 

We have reviewed management's statements, included in the accompanying Exemption Report, in which 
Sound Capital Distributors LLC indicated that Sound Capital Distributors LLC is filing the Exemption 
Report relying on Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R.     
§240.17a-5 because Sound Capital Distributors LLC had no revenue during the period from June 2, 2021 
to December 31, 2021, and Sound Capital Distributors LLC (1) did not directly or indirectly receive, hold, 
or otherwise owe funds or securities for or to customers; (2) did not carry accounts of or for customers; 
and (3) did not carry PAB accounts (the "exemption provisions"), and Sound Capital Distributors LLC 
stated that Sound Capital Distributors LLC met the identified exemption provisions throughout the period 
from June 2, 2021 (date of registration as a broker dealer) to December 31, 2021 without exception. 
Sound Capital Distributors LLC'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 Sound Capital Distributors LLC'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 17 C.F.R. §240.15c3-3 under the Securities Exchange Act of 1934. 

 
Chicago, Illinois 
February 4, 2022 




