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Assets
Cash $ 309,806    
Receivables from Clearing Firm 26,171      
Securities, at Fair Value 4,552        
Prepaid Expenses 66,174      
Commission Advances 152,709    
Clearing Deposit 100,000    
Loan Receivable - Related Parties 37,357      
Right of Use Asset 879,078    
Security Deposit 26,850      

Total Assets $ 1,602,697 

Liabilities

Lease Liabilities $ 903,237    
Commissions Payable 64,874      
Accounts Payable and Accrued Expenses 85,659      
Settlement Payable 80,000      
Subordinated Loan Payable 30,000      

Total Liabilities 1,163,770 

Member's Capital 438,927    

Total Liabilities and Member's Capital $ 1,602,697 

JOSEPH STONE CAPITAL, LLC
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2022

ASSETS

LIABILITIES AND MEMBER'S CAPITAL

See Accompanying Notes to Financial Statements.
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JOSEPH STONE CAPITAL, LLC 

NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022 
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Note 1 - Nature of Business:  
 
Joseph Stone Capital, LLC (the “Company”) is a broker-dealer registered with the Securities and Exchange 
Commission (“SEC”).  The Company is also a member of the Financial Industry Regulatory Authority 
(“FINRA”) and the Securities Investor Protection Corp. (“SIPC”). The Company engages in retail sales 
conducted on a fully disclosed agency basis, including broker retailing corporate equity securities over the 
counter, mutual funds retailer, options broker, private placement of securities, U.S. government securities 
broker, broker retailing corporate debt securities, broker selling REITs, broker selling variable annuities, 
municipal securities broker and Firm Commitment Underwriting. The Company operate pursuant to SEC Rule 
15c3-3(k)(2)(ii), clearing all transactions on a fully disclosed basis through its clearing firm.  The Company 
does not hold customer funds or safekeep customer securities. 

 
Note 2 - Summary of Significant Accounting Policies: 
  

(A) Revenue Recognition: 

The Financial Accounting Standards Board (“FASB”) has issued a comprehensive new revenue 
recognition standard that supersedes most existing revenue recognition guidance under the General 
Accepted Accounting Principal in the United States of America (“GAAP”) (FASB Accounting 
Standards Codification 606 (“ASC 606”)).  The Company adopted this standard on January 1, 2018. 
The core principle of ASC 606 is that an entity should recognize revenue when it transfers promised 
goods or services to customers in an amount that reflects the consideration to which the entity expects 
to be entitled in exchange for those goods or services.  ASU 2014-09 prescribes a five-step process 
to accomplish this core principle, including: 
 
 Identification of the contract with the customer; 
 Identification of the performance obligation(s) under the contract; 
 Determination of the transaction price; 
 Allocation of the transaction price to the identified performance obligation; and 
 Recognition of revenue as (or when) an entity satisfies the identified performance obligation(s). 

 
Brokerage commissions 
 
Commission revenue are recorded using the date that the Company fills the trade order by finding 
and contracting with a counterparty and confirms the trade with the customer). The Company believes 
that the performance obligation is satisfied on the trade date because that is when the underlying 
financial instrument or purchaser is identified, the pricing is agreed upon and the risks and rewards 
of ownership of the securities have been transferred to/from the customer. 
 
Private Placement and Consulting fees 
 
The recognition and measurement of revenue is based on the assessment of individual contract 
terms. Significant judgment is required to determine whether performance obligations are satisfied at 
a point in time or over time; how to allocate transaction prices where multiple performance obligations 
are identified; when to recognize revenue based on the appropriate measure of the Company's 
progress under the contract; whether revenue should be presented gross or net of certain costs; and 
whether constraints on variable consideration should be applied due to uncertain future events. 
 
The Company provides private placement and consulting services related to capital raising activities 
and acquisitions transactions.  Revenue for consulting  arrangements is generally recognized at the 
point in time that performance under the arrangement is completed (the closing date of the 
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transaction) or the contract is cancelled. However, for certain contracts, revenue is recognized over 
time for consulting  arrangements in which the performance obligations are simultaneously provided 
by the Company and consumed by the customer. In some circumstances, significant judgment is 
needed to determine the timing and measure of progress appropriate for revenue recognition under 
a specific contract.   
 
As part of a private placement agreement, the Company shares a portion of the profit participation of 
a fund as a result of investors introduced and which invested into that investment fund.  The company 
recognizes these private placement fees upon receipt. 

Underwriting fees  

The Company earns underwriting fees arising from securities offerings in which the Company acts 
as an underwriter. Revenue is recognized on the trade date (the date on which the Company 
purchases the securities from the issuer) for the portion the Company is contracted to buy. The 
Company believes that the trade date is the appropriate point in time to recognize revenue for 
securities underwriting transactions as there are no significant actions which the Company needs to 
take subsequent to this date and the issuer obtains the control and benefit of the capital markets 
offering at that point. Underwriting costs that are deferred under the guidance in FASB ASC 940-340-
25-3 are recognized in expense at the time the related revenues.  
 
(B) Securities Owned:   

On December 31, 2022, securities owned consisted of equity investments and warrants, which are 
firm securities investments.  The securities owned are valued at fair value.  For the year ended 
December 31, 2022, the Company recorded a net unrealized loss of $25,848, which represents 
$3,368 of securities received during 2022 and $29,216 of decrease in fair value of the securities held 
from December 31, 2021 to December 31, 2022.   

   
(C) Use of Estimates:  

The preparation of financial statements in conformity with U.S. GAAP 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 period. Actual results could vary from those estimates.  

 
(D) Income Taxes:  

The Company files income tax returns on the accrual basis as a partnership for federal and state 
income tax purposes. As such, the Company will not pay any income taxes, as any income or loss 
will be included in the income tax returns of the individual members. Accordingly, no provision is 
made for income taxes in the financial statements.  
 
At December 31, 2022, management has determined that the Company had no uncertain tax 
positions that would require financial statement recognition in accordance with FASB ASC 740 
Income Taxes. This determination will always be subject to ongoing reevaluation as facts and 
circumstances may require. The Company remains subject to U.S. Federal and state income tax 
audits for all periods subsequent to and including 2019. 
  

(E) Concentration of Credit Risk: 

The Company executes, as agent, securities transactions on behalf of its customers. If either the 
customer or a counter-party fail to perform, the Company may sustain a loss if the market value of 
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the security is different from the contract value of the transaction. The Company as a non-clearing 
broker does not, handle any customer funds or securities. The responsibility for processing customer 
activity rests with the Company’s clearing firm.  
 
The Company maintains its cash in accounts that, at times, may exceed federally insured limits. The 
Company has not experienced any losses in such accounts and believes it is not exposed to any 
significant credit risk on cash. 

(F) New Accounting Pronouncements:  

Accounting Standards Board on the Company’s financial statements as well as material updates to 
previous assessments, if any. There were no new accounting standards issued and not yet adopted 
that could have a material impact in the Company’s financial position, operating results or financial 
statement disclosures. 
 

Note 3 - Related Parties:  

The Company has a lease with an affiliate to occupy space at $600 a month on a month-to-month basis. 
Rent expense due to the affiliate for the year ended December 31, 2022 was $7,200.  In addition, the 
Company paid certain expenses on behalf of its related parties from time to time.  At December 31, 2022, 
the Company had a receivable of $37,357 from these related parties.  
 
Private Placement Fees revenue are earned from entities related to the Company through common 
ownership. 
 
Note 4 – Fair Value 
 
The Company values all investments at fair value. U.S. GAAP establishes a hierarchy for inputs used in 
measuring fair value that maximizes the use of observable inputs and minimizes the use of unobservable 
inputs. Observable inputs are inputs that market participants would use in pricing the investment based on 
available market data. Unobservable inputs are inputs that reflect the Company’s assumptions about the 
factors market participants would use in valuing the investment based on the best information available in 
the circumstances.  
 
The hierarchy is broken down into three levels based on the observability of inputs as follows:  
 
Level 1– Valuations based on quoted prices in active markets for identical investments.  
 
Level 2- Valuations based on (i) quoted prices in markets that are not active; (ii) quoted prices for similar 
investments in active markets; and (iii) inputs other than quoted prices that are observable or inputs derived 
from or corroborated by market data.  
 
Level 3- Valuations based on inputs that are unobservable, supported by little or no market activity, and that 
are significant to the overall fair value measurement.  
 
 
 
 
 
 
 
 

jnixon
Text Box
PUBLIC



JOSEPH STONE CAPITAL, LLC 

NOTES TO FINANCIAL STATEMENTS 

DECEMBER 31, 2022 

 

12 
 

 

Fair Value 
Measurements 
December 31, 

2022 
Level 1 

Valuation 
Level 2 

Valuation 
Level 3 

Valuation 
     
Securities owned:  
Equity Investment $   4,352 $4,352           - $      - 
Warrants         200           -           -      200 
Total  $    4,552 $4,352 $        -     $  200 
     

The following is a reconciliation of the beginning and ending balances for assets measured at fair value on a 
recurring basis using significant unobservable inputs (Level 3) during the year ended December 31, 2022: 
 
Balance at December 31, 2021 $         - 
Purchases         200 
Balance at December 31, 2022 $      200 
  

The availability of observable inputs can vary from investment to investment and is affected by a wide variety 
of factors, such as, the type of product, whether the product is new and not yet established in the marketplace, 
the liquidity of markets, and other characteristics particular to the transaction.  
 
The inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, 
for disclosure purposes, the level in the fair value hierarchy within which the fair value measurement falls in 
its entirety is determined based on the lowest level input that is significant to the fair value measurement in 
its entirety. The Management’s assessment of the significance of a input to the fair value measurement in its 
entirety requires judgment and considers factors specific to the investment. 
 
Note 5 – Clearing Deposit and Receivables from Clearing Firm 
 
The Company clears all proprietary and customer transactions through its clearing broker on a fully disclosed 
basis. The fully disclosed correspondent/clearing agreement requires a deposit with the clearing firm. 
Provided the Company is not in default of its obligations or liabilities to the clearing firm, the clearing firm will 
return the security deposit following termination of the fully disclosed correspondent/clearing agreement.   
 
Amounts due from the Company’s clearing broker consist of commissions receivable and funds on deposit 
in various accounts. 
 
The Company’s Clearing Deposit and Receivables from Clearing Firm at December 31, 2022 consist of 
commissions receivable of $21,656, funds on deposit of $4,515 and clearing deposit of $100,000.  

 

Note 6 - Net Capital Requirement: 

As a registered broker-dealer, the Company is subject to the SEC’s Uniform Net Capital Rule 15c3-1. The 
Rule requires that the Company maintain minimum net capital and requires that the ratio of aggregate 
indebtedness to net capital, both as defined, shall not exceed 15 to 1 (and that equity capital may not be 
withdrawn, or cash dividends paid if the resulting net capital ratio would exceed 10 to 1).  
 
At December 31, 2022, the Company had net capital of $185,187 which exceeded its requirement of 
$100,000 by $85,187. The Company had a ratio of aggregate indebtedness to net capital of 1.38 to 1 at 
December 31, 2022. 
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Note 7– Commitments and Contingencies: 

During 2022, the Company entered into a new lease agreement for office space.  In accordance with 
Accounting Standards Codification 842 Leases ("ASC 842"), the Company recognized a right of use asset 
(“ROU asset”) and a corresponding lease liability based on the present value of then existing operating lease 
obligation of $1,170,863 on the Company’s Statement of Financial Condition.  As of December 31, 2022, 
operating lease ROU assets were $879,078 and operating lease liabilities were $903,237. 

ROU assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities 
represent the Company’s obligation to make lease payments arising from the lease. ROU assets and 
liabilities are recognized at the lease commencement date based on the present value of lease payments 
over the lease term. For determining the present value of lease payments, we use the discount rate implicit 
in the lease when readily determinable. As the Company’s lease does not provide an implicit rate, we use an 
incremental borrowing rate in determining the present value of lease payments that approximates the rate of 
interest we would have to pay to borrow on a collateralized basis over a similar term.  

The ROU asset measurement was calculated using the fixed scheduled rent payments, which included five 
months of free rent and annual increase specified in the lease agreement, up to the maturity date of July 
2029, without an option to extend.  

The Company also had a separate lease agreement for another office space, with its lease term on a month-
to-month basis.  The Company made an election to apply the short-term lease exception to leases with a 
term of one year or less.  Therefore, the Company did not record a ROU asset and lease liability for this 
short-term lease.    

Other Information  

The following summarizes the line items in the balance sheet which include amounts for operating leases as 
of December 31, 2022: 
 
Cash paid for amounts included in measurement of the lease liability: 
 
Operating cash flows from the operating lease   $107,399 
Weighted-average remaining lease term (year)   6.6 
Weighted-average discount rate 5% 

Maturities  

The maturity of the lease liability on an undiscounted cash flow basis and a reconciliation to the operating 
lease liability recognized on the Statement of Financial Condition as of December 31, 2022: 
 
Year Ending December 31:  
2023 $ 147,673 
2024    164,726 
2025    165,452 
2026    140,779 
2027    169,806 
Thereafter    275,028 
 1,063,464 
Less: Interest  (184,386) 
 $ 879,078 
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Note 8 – Contingent Liabilities 
 
In addition, the Company is involved in various arbitrations arising in the normal course of business.  The 
Company intends to vigorously defend the arbitrations. At December 31, 2022, the Company accrued 
$80,000 on the balance sheet as part of a settlement, of which approximately $60,000 has subsequently 
been settled and paid. 
 
Note 9 – Subordinated Loan Payable: 

The Company entered into a Subordinated Loan (“Sub Loan”) agreement on March 7, 2017 in amount of 
$180,000 with interest rate 8.0% per annum.  FINRA approved of this Sub Loan on April 20, 2017.  FINRA 
also approved the $30,000 annual installment payments for loan forgiveness beginning April 2018.     
 
During April 2022, the lender forgave principal of $30,000 and accrued interest of $4,800 in accordance with 
the Sub Loan agreement.  The remaining balance of the Sub Loan on December 31, 2022 was $30,000, with 
accrued interest payable of $1,800. 
 
The remaining Sub Loan balance of $30,000 at December 31, 2022 will be forgiven in April 2023. 
 
 
Note 10 – Subsequent Events:  

Management has evaluated subsequent events through March 31, 2023, the date the financial statements 
were available to be issued.  
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