
 

QUARTERLY REPORT 
for 

NINE MONTHS ENDED 

August 31, 2013 

 

 

Second Street Capital, Inc. 
 

2300 N.E. 9th Street, Suite 3 
Fort Lauderdale, Florida  33304-3579 

Telephone: (954) 848-6200 

 

 

Federal ID No. Cusip No. 

22-2433361 813630100 
 

 
Trading Symbol 

CTON 

 

 



 

OTC Pink Basic Disclosure Guidelines 

1) Name of the issuer and its predecessors (if any) 

In answering this item, please also provide any names by predecessor entities in the past five years 
and the dates of the name changes: 

The name of the issuer is Second Street Capital, Inc. (the “Issuer” or the “Company”).  The Issuer’s 
corporate name was Calton, Inc. until November 18, 2011 when it changed its name to Second Street 
Capital, Inc. 

2) Address of the issuer’s principal executive offices 

Company Headquarters 
Address: 2300 N.E. 9th Street, Suite 3 
 Fort Lauderdale, Florida 33304-3579 
Phone: 954-848-6200 
Email: info@secondstreetcap.com 
Website(s): www.secondstreetcap.com 

IR Contact 
Not Applicable  

3) Security Information 

Trading Symbol:  CTON 
Exact title and class of securities outstanding:  Common Stock 
CUSIP:  813630100 
Par or Stated Value:  $.05 
Total shares authorized:  25,000,000  as of:  August 31, 2013 
Total shares outstanding:  7,069,549  as of:  August 31, 2013 

Transfer Agent 
Name: Broadridge Corporate Issuers Solutions, Inc. 
Address: 1717 Arch Street, Suite 1300 
 Philadelphia, Pennsylvania 19103 
Phone: 215-553-5400 
Is the Transfer Agent registered under the Exchange Act?*  Yes:  No:  

*To be included in the OTC Pink Current Information tier, the transfer agent must be registered under 
the Exchange Act. 

List any restrictions on the transfer of security: 

There are no restrictions on the transfer of the Common Stock other than those imposed under 
applicable securities laws. 
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Describe any trading suspension orders issued by the SEC in the past 12 months. 

None. 

4) Security Information 

List below any events, in chronological order, that resulted in changes in total shares outstanding by 
the issuer in the past two fiscal years and any interim period.  The list shall include all offerings of 
securities, whether private or public, and all shares or any other securities or options to acquire such 
securities issued for services, describing (1) the securities, (2) the persons or entities to whom such 
securities were issued and (3) the services provided by such persons or entities.  The list shall 
indicate: 

A. The nature of each offering (e.g. Securities Act Rule 504, instrastate, etc.): 

On November 18, 2011, the Issuer issued 5,000,000 shares of Common Stock to Kyle Meyer, the 
Issuer’s current Chairman and Chief Executive Officer, and 1,000,000 shares of Common Stock to 
Anthony J. Caldarone, the Company’s former Chairman and Chief Executive Officer, in reliance 
upon the exemption provided by Section 4(2) of the Securities Act of 1933, as amended. 

B. Any jurisdictions where the offering was registered or qualified: 

None 

C. The number of shares offered: 

6,000,000  

D. The number of shares sold: 

6,000,000 

E. The price at which the shares were offered, and the amount actually paid to the issuer: 

The shares were offered and sold at $.10 per share. 

F. The trading status of the shares; and 

The shares are restricted securities. 

G. Whether the certificates or other documents that evidence the shares contain a legend 
(1) stating that the shares have not been registered under the Securities Act and (2) 
setting forth or referring to the restrictions on transferability and sale of the shares 
under the Securities Act. 

The certificates that evidence the shares contain  a legend  which (i) states that the shares have not 
been registered under the Securities Act and (ii) refers to the restrictions on transferability and sale of 
the shares under the Securities Act. 
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5) Financial Statements 

Provide the financial statements described below for the most recent fiscal year end or quarter 
end to maintain qualification for the OTC Pink Current Information tier.  For the initial 
disclosure statement (qualifying for Current Information for the first time) please provide 
reports for the two previous fiscal years and any interim periods. 

The following financial statements as of and for the three months ended August 31, 2013 are attached 
as Appendix A to this Quarterly Report. 

Consolidated Balance Sheets as of August 31, 2013 and November 30, 2012 
Consolidated Statements of Operations for the three months ended August 31, 2013 and August 31, 
2012 
Consolidated Statements of Operations for the nine months ended August 31, 2013 and August 31, 
2012 
Consolidated Statements of Cash Flows for the nine months ended August 31, 2013 and August 31, 
2012 
Consolidated Statements of Stockholders’ Equity (Deficit) for the three months ended August 31, 
2013 

The financial statements requested pursuant to this item shall be prepared in accordance with US 
GAAP by persons with sufficient financial skills. 

You may either (i) attach/append the financial statements to this disclosure statement or (ii) post such 
financial statements through the OTC Disclosure & News Service as a separate report using the 
appropriate report name for the applicable period end.  (“Quarterly Report,” “Quarterly Report” or 
“Interim Report”.) 

Information contained in a Financial Report is considered current until the due date for the 
subsequent Financial Report.  To remain in the OTC Pink Current Information tier, a company must 
post its Quarterly Report within 90 days from its fiscal year-end date and Quarterly Reports within 45 
days of its fiscal quarter-end date. 

6) Describe the Issuer’s Business, Products and Services 

Describe the issuer’s business so a potential investor can clearly understand the company.  In 
answering this item, please include the following: 

A. A description of the issuer’s business operations: 

Second Street Capital, Inc.  is a real estate and specialty finance company making revenue 
participation loans and preferred equity investments secured by real estate.  The Company also makes 
and manages investments in qualified real estate related assets as both a principal and on behalf of 
certain institutional clients.   

Product offerings include senior secured loans, revenue participation loans, preferred equity 
investments, direct investments and co-investments in real estate assets.  The Company differentiates 
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itself in the market by (i) providing prompt, professional and reliable service to its clients, (ii) 
employing highly experienced origination, credit and finance professionals, (iii) developing creative, 
customized solutions for clients and (iv) closely monitoring and verifying collateral on an ongoing 
basis. 

The Company is run by a team of highly experienced executives with histories of providing 
significant returns to investors.  The Company was formerly known as Calton, Inc., which was a 
publicly traded real estate development and homebuilding company.  The Company’s principals 
recently (i) extinguished debt from the Company’s lenders totaling approximately $3.0 million in 
principal balance, which allowed the Company to divest its unwanted legacy inventory and land 
positions and (ii) invested an additional $600,000 to gain control of the Company for the purpose of 
building a publicly traded specialty finance company. 

Second Street believes that its clients are willing to pay a premium for the superior service and 
creative lending solutions that it offers and it is seeking to establish a market position as a high-
quality alternative to banks and other credit intermediaries.  The Company focuses on clients in the 
Eastern United States with financing needs of $500,000 to $10.0 million. 

The Company will need to raise significant amount of capital in order to successfully execute its 
business plan and succeed as a specialty finance company.  The Company plans to raise the required 
capital through private and/or public offerings of equity and/or debt securities.  No assurance can be 
given that the Company will be successful in raising the required capital.  No securities will be 
offered or sold in any proposed offering absent compliance with the registration requirements of the 
Securities Act of 1933, as amended, or an exemption from such registration requirements.  Nothing 
contained in this Quarterly Report shall constitute an offer to sell or a solicitation of an offer to buy 
securities. 

B. Date and State (or Jurisdiction) of Incorporation: 

October 2, 1981, New Jersey 

C. The issuer’s primary and secondary SIC Codes: 

The Issuer’s primary SIC Code is 6199.  The Issuer’s secondary SIC Code is 6500. 

D. The Issuer’s fiscal year end date: 

November 30 

E. Principal products or services and their markets: 

Product offerings include senior secured loans, revenue participation loans, preferred equity 
investments, direct investments and co-investments in real estate assets.  The Company differentiates 
itself in the market by (i) providing prompt, professional and reliable service to its clients, (ii) 
employing highly experienced origination, credit and finance professionals, (iii) developing creative, 
customized solutions for clients and (iv) closely monitoring and verifying collateral on an ongoing 
basis. 
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7) Describe the Issuer’s Facilities 

The goal of this section is to provide a potential investor with a clear understanding of all 
assets, properties or facilities owned, used or leased by the issuer. 

In responding to this item, please clearly describe the assets, properties or facilities of the 
issuer, give the location of the principal plans of the issuer and describe the condition of the 
properties.  If the issuer does not have complete ownership or control of the property (for 
example, if others own the property or if there is a mortgage on the property), describe the 
limitations on the ownership. 

If the issuer leases any assets, properties or facilities, clearly describe them as above and the 
terms of their leases. 

The Issuer’s principal offices are located at 2300 NE 9th Street, Suite 3, Fort Lauderdale, Florida 
33304 which consists of approximately 926 gross square feet that it leases under a lease expiring in 
June 2015 which provides for a monthly rent of $1,543.33 with 3% increases on each anniversary of 
the lease commencement date. 

8) Officers, Directors, and Control Persons 

The goal of this section is to provide a potential investor with a clear understanding of the identity of 
all the persons or entities that are involved in managing, controlling or advising the operations, 
business development and disclosure of the issuer, as well as the identity of any significant 
shareholders. 

A. Names of Officers, Directors, and Control Persons.  In responding to this item, please 
provide the names of each of the issuer’s executive officers, directors, general partners 
and control persons (control persons are beneficial owners of more than five percent 
(5%) of any class of the issuer’s equity securities), as of the date of this information 
statement. 

Kyle Meyer*  - Chairman, President and Chief Executive Officer 
George Henderson - Executive Vice President, Chief Financial Officer, Chief Investment 

Officer and Director 
Maria F. Caldarone - Executive Vice President and Director 
Layne Meyer  - Executive Vice President 
Anthony J. Caldarone*- Director 
David McCain  - Director 
William Albers - Director 

*Owns more than five percent (5%) of the Issuer’s outstanding common stock and is thus a control 
person of Issuer. 

B. Legal/Disciplinary History. 
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1. A conviction in a criminal proceeding or named as a defendant in a pending 
criminal proceeding (excluding traffic violations and other minor offenses); 

To the best of the Issuer’s knowledge, none of the Issuer’s officers, directors or 5% 
shareholders has been the subject of a conviction in a criminal proceeding or named as 
a defendant in a pending criminal proceeding (excluding traffic violations and other 
minor offenses). 

2. The entry of an order, judgment, decree, not subsequently reversed, suspended 
or vacated, by a court of competent jurisdiction that permanently or temporarily 
enjoined, barred, suspended or otherwise limited such person’s involvement in 
any type of business, securities, commodities, or banking activities; 

To the best of the Issuer’s knowledge, none of the Issuer’s officers, directors or 5% 
shareholders has been the subject of an order, judgment or decree, not subsequently 
reversed, suspended or vacated, by a court of competent jurisdiction that permanently 
or temporarily enjoined, barred, suspended or otherwise limited such person’s 
involvement in any type of business, securities, commodities or banking activities. 

3. A finding or judgment by a court of competent jurisdiction (in a civil action), the 
Securities and Exchange Commission, the Commodities Futures Trading 
Commission, or a state securities regulator of a violation of federal or state 
securities or commodities law, which finding or judgment has not been reversed, 
suspended, or vacated; or 

To the best of the Issuer’s knowledge, none of the Issuer’s officers, directors or 5% 
shareholders has been the subject of a finding or judgment by a court of competent 
jurisdiction (or a civil action), the Securities and Exchange Commission, the 
Commodities Futures Trading Commission or a state securities regulator of a violation 
of federal or state securities or commodities law, which finding or judgment has not 
been reversed, suspended or vacated. 

4. The entry of an order by a self-regulatory organization that permanently or 
temporarily barred, suspended or otherwise limited such person’s involvement in 
any type of business or securities activities: 

To the best of Issuer’s knowledge, none of the Issuer’s officers, directors or 5% 
shareholders has been the subject of the entry of an order by a self-regulatory 
organization that permanently or temporarily barred, suspended or otherwise limited 
such person’s involvement in any type of business or securities transaction.
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C. Beneficial Shareholders.  Provide a list of the name, address and shareholdings of the 
percentage of shares owned by all persons beneficially owning more than ten percent 
(10%) of any class of the issuer’s equity securities.  If any of the beneficial shareholders 
are corporate shareholders, provide the name and address of the person(s) owning or 
controlling such corporate shareholders and the resident agents of the corporate 
shareholders. 

Name of Shareholder No. of shares owned Percentage 

Kyle E. Meyer 
634 Flamingo Drive 
Fort Lauderdale, FL 33301 
 
Anthony J. Caldarone 
2300 NE 9th Street 
Suite 3 
Fort lauderdale, FL 33304-3579 
__________ 

5,000,000 

 

1,401,790(1) 

71.2% 

 

20.0% 

 

 (1) Includes 46,939 shares owned by Mr. Caldarone’s wife, Joyce Caldarone. 

9) Third Party Providers 

Please provide the name, address, telephone number, and email address of each of the outside 
providers that advise your company on matters relating to operations, business development and 
disclosure: 

Legal Counsel 
Name: Philip  D. Forlenza 
Firm: Giordano, Halleran & Ciesla, P.C. 
Address: 125 Half Mile Road, Suite 300 
  Red Bank, New Jersey 07701 
Phone: 732-741-3900 
Email: pforlenza@ghclaw.com 
 
Accountant or Auditor 
Name: Brian Sculthorpe 
Firm: Webb & Company, P.A. 
Address: 1500 Gateway Boulevard, Suite 202 
 Boynton Beach, Florida 33426 
Phone: 561-752-1721 
Email: BrianS@cpawebb.com 
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Investor Relations Consultant 
 
Not Applicable 
 
Other Advisor.  Any other advisor(s) that assisted, advised, prepared or provided information with 
respect to this disclosure statement. 
 
Not Applicable
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10) Issuer Certification 

The issuer shall include certifications by the chief executive officer and chief financial officer of the 
issuer (or any other persons with different titles, but having the same responsibilities). 

The certifications shall follow the format below: 

I, Kyle E. Meyer, certify that: 

1. I have reviewed this quarterly disclosure statement of Second Street Capital, Inc. 

2. Based on my knowledge, this disclosure statement does not contain any untrue 
statement of a material fact or omit to state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this disclosure statement; 
and 

3. Based on my knowledge, the financial statements, and other financial information 
included or incorporated by reference in this disclosure statement, fairly present in all 
material respects the financial condition, results of operations and cash flows of the 
issuer as of, and for, the periods presented in this disclosure statement. 

September 30, 2013 

/s/ Kyle E. Meyer 
Chairman, President and Chief Executive Officer 

I, George Henderson, certify that: 

1. I have reviewed this quarterly disclosure statement of Second Street Capital, Inc. 

2. Based on my knowledge, this disclosure statement does not contain any untrue 
statement of a material fact or omit to state a material fact necessary to make the 
statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this disclosure statement; 
and 

3. Based on my knowledge, the financial statements, and other financial information 
included or incorporated by reference in this disclosure statement, fairly present in all 
material respects the financial condition, results of operations and cash flows of the 
issuer as of, and for, the periods presented in this disclosure statement. 

September 30, 2013 

/s/ George Henderson 
Executive Vice President and Chief Financial Officer 
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SECOND STREET CAPITAL, INC. 
(formerly known as Calton, Inc.) 
CONSOLIDATED FINANCIAL STATEMENTS 
UNAUDITED 
  

 Page 
 

  

Consolidated Balance Sheets as of August 31 and November 30, 2012 F-2 

Consolidated Statements of Operations for the Quarters Ended August 31, 2013 
and August 31, 2012 
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Consolidated Statements of Operations for the Nine Months Ended August 31, 
2013 and August 31, 2012  
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Consolidated Statements of Cash Flows for the Three Months Ended August 31, 
2013 and August 31, 2012 
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Consolidated Statements of Stockholders’ Equity (Deficit) for the Quarter 
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Assets
Cash $ 365 $ 6,621
Loans - net of allowance of $9,750 311,475 335,000
Prepaid Expenses and Other Assets 10,336 9,118
Construction in Progress 80,429 78,871

Total Assets $ 402,605 $ 429,610

Liabilities and Shareholders' Equity
Liabilities

Loans Payable $ 385,660 $ 299,860
Accounts Payable 96,512 89,805
Accrued Expenses 40,341 46,377
Total Liabilities $ 522,513 $ 436,042

Commitments and Contingencies $ 0 $ 0

Shareholders' Equity
Common stock, $.05 par value, 25,000,000
     shares authorized; 7,069,549 shares
     outstanding $ 351,003 $ 351,003
Additional paid-in-capital 78,399  78,399
Accumulated deficit - Since Quasi-reorganization
     on November 30, 2011 (549,310) (435,834)
Total Shareholders' Equity (119,908) (6,432)
Total Liabilities and Shareholders' Equity $ 402,605 $ 429,610

F-2

SECOND STREET CAPITAL, INC.
(formerly known as Calton, Inc.)
CONSOLIDATED BALANCE SHEETS                                
AS OF AUGUST 31, 2013 AND NOVEMBER 30, 2012
UNAUDITED

November 30, 2012August 31, 2013

See notes to unaudited consolidated financial statements.



Interest Income $ 0 $ (10,675)
Interest Expense 6,617 1,462

Net Interest Income Before Provision for Loan Losses (6,617) (12,137)
Provision for Loan Losses 0 15,000

Net Interest Income After Provision for Loan Losses (6,617) (27,137)
 

Other Income 2,049 50

  
Compensation and Benefits 3,025 42,106
Occupancy and Equipment 10,130 13,712
Selling, General and Administrative 9,606 43,606

22,761 99,425

(27,328) (126,512)
Provision for Income Taxes              -              -
Net Income (Loss) $ (27,328) $ (126,512)

Income (Loss) per share   
Basic

Continuing Operations $ (0.004) $ (0.018)
Discontinued Operations $              - $              -
Net Income (Loss) $ (0.004) $ (0.018)

Diluted  
Continuing Operations $ (0.004) $ (0.018)
Discontinued Operations $              - $              -
Net Income (Loss) $ (0.004) $ (0.018)

Weighted Average Number of Shares Outstanding
Basic 7,020,063 7,020,063
Diluted 7,030,063 7,030,063

Operating Expenses

Total Operating Expenses

Loss Before Income Tax Provision

See notes to unaudited consolidated financial statements.

F-3

SECOND STREET CAPITAL, INC.
(formerly known as Calton, Inc.)
CONSOLIDATED STATEMENTS OF OPERATIONS                             

UNAUDITED
FOR THE QUARTERS ENDED AUGUST 31, 2013 AND AUGUST 31, 2012

August 31, 2013 August 31, 2012



Interest Income $ 0 $ 20,475
Interest Expense 17,330 2,054

Net Interest Income Before Provision for Loan Losses (17,330) 18,421
Provision for Loan Losses 0 15,000

Net Interest Income After Provision for Loan Losses (17,330) 3,421

Other Income 3,783 368

 
Compensation and Benefits 31,045 88,528
Occupancy and Equipment 35,383 40,744
Selling, General and Administrative 38,823 149,394

105,251 278,666

(118,799) (274,877)
Provision for Income Taxes              -              -
Net Income (Loss) $ (118,799) $ (274,877)

Income (Loss) per share  
Basic

Continuing Operations $ (0.017) $ (0.039)
Discontinued Operations $              - $              -
Net Income (Loss) $ (0.017) $ (0.039)

Diluted  
Continuing Operations $ (0.017) $ (0.039)
Discontinued Operations $              - $              -
Net Income (Loss) $ (0.017) $ (0.039)

Weighted Average Number of Shares Outstanding
Basic 7,069,549 7,069,549
Diluted 7,079,549 7,079,549

SECOND STREET CAPITAL, INC.
(formerly known as Calton, Inc.)
CONSOLIDATED STATEMENTS OF OPERATIONS                             
FOR THE NINE MONTHS ENDED AUGUST 31, 2013 AND AUGUST 31, 2012
UNAUDITED

Operating Expenses

Total Operating Expenses

Loss Before Income Tax Provision

August 31, 2013 August 31, 2012

See notes to unaudited consolidated financial statements.
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Cash Flows From Operating Activities
Net Loss from Continuing Operating Activities $ (118,799) $ (274,877)
Income (Loss) from discontinued operating activities, net of tax
   Adjustments to reconcile net loss to net cash

used in operating activities:
Prepaid Expenses and other assets 7,119 180
Accounts payable 9,758 44,179
Accrued Expenses (12,360) (40,573)

Net Cash Flows (used) in Operating Activities (114,281) (271,091)

 
Cash Flows From Investing Activities   
   Net decrease/(increase) in loans 23,525 (335,000)
   Construction in Progress              -
Net Cash Flows From Investing Activities 23,525 (335,000)

  
Cash Flows From Financing Activities  
   Proceeds from sale of common stock & Additional Paid in Capital                - 17,000
   Increase in loans payable 84,500 138,399
Net Cash Flows From Financing Activities 84,500 155,399

Net increase (decrease) in cash and cash equivalents (6,256) (450,691)
Cash and Cash equivalents at beginning of period 6,621 457,283
Cash and Cash equivalents at end of period $ 365 $ 6,592

 

F-5

UNAUDITED

August 31, 2013 August 31, 2012

See notes to unaudited consolidated financial statements.

SECOND STREET CAPITAL, INC.
(formerly known as Calton, Inc.)
CONSOLIDATED STATEMENTS OF CASH FLOWS                            
FOR THE NINE MONTHS ENDED AUGUST 31, 2013 AND AUGUST 31, 2012



Additional Total
Paid In Accumulated Treasury Stockholders'

 # Shares Amount Capital Deficit Stock Equity

Balances, November 30, 2012 7,069,549 $351,003 $78,399 ($435,834)  - ($6,432)

Net Loss Quarter
    Ended February 28, 2013 ($46,702)

7,069,549 $351,003 $78,399 ($482,536) ($53,134)

    Adjustment - February 28, 2013 ($1,278)

Balances, February 28, 2013 7,069,549 $351,003 $78,399 ($483,814)  - ($54,412)

Net Loss Quarter   
    Ended May 31, 2013  ($38,168)

Balances, May 31, 2013 7,069,549 $351,003 $78,399 ($521,982)  - ($92,580)

Net Loss Quarter
    Ended August 31, 2013 ($27,328)

Balances, August 31, 2013 7,069,549 $351,003 $78,399 ($549,310)  - ($119,908)

F-6

SECOND STREET CAPITAL, INC.
(formerly known as Calton, Inc.)

FOR THE THREE MONTHS ENDED AUGUST 31, 2013
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DEFICIT)                               

Common Stock

See notes to unaudited consolidated financial statements.

UNAUDITED



SECOND STREET CAPITAL, INC.  
(formerly known as Calton, Inc.) 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 31, 2013 AND 2012 
UNAUDITED 
 

1. Organization and Basis of Presentation 
 

Second Street Capital, Inc. (the “Company”), was originally formed in 1981 as Calton, Inc. 
(a homebuilding corporation).  In November 2011, Calton, Inc. effectuated a 1-for-10 reverse 
split of its common stock, divested its existing subsidiaries, raised $600,000 in a private 
placement and changed its name to Second Street Capital, Inc.  The Company also hired new 
management and is now operating as a specialty finance company.  In February 2012, the 
Company created two wholly-owned subsidiaries:  WetBox, LLC and MezzBox, LLC.  All 
information provided is shown on a consolidated basis to include these subsidiaries.  In 
August 2012, holders of a majority of the Company’s outstanding shares of common stock 
approved and authorized a plan of quasi-reorganization of the Company.  As a result, the 
Company recorded its assets at their fair values and eliminated its accumulated deficit against 
additional paid-in capital.  The Company’s Board of Directors also approved the cancellation 
of 49,486 shares of treasury stock.  The effective date of both of these transactions is 
November 30, 2011. 
 
2. Summary of Significant Accounting Policies 
 
This summary of significant accounting policies of the Company is presented to assist in 
understanding the Company’s financial statements.  The financial statements and notes are 
representations of the Company’s management, which is responsible for their integrity and 
objectivity.  These accounting policies conform to accounting principles generally accepted 
in the United States of America and have been consistently applied in the preparation of the 
financial statements.  The financial statements have been prepared by the Company, without 
audit.  Certain information and disclosures normally included in financial statements 
prepared in accordance with accounting principles generally accepted in the United States 
have been condensed or omitted.  These financial statements reflect all adjustments 
(consisting only of normal recurring adjustments) that, in the opinion of management, are 
necessary to present fairly the financial position, results of operations and cash flows of the 
Company for the periods presented.  The results of operations for the three month periods 
presented are not necessarily indicative of the results to be expected for the full year. 
 
Use of Estimates 
The preparation of financial statements in conformity with GAAP requires management to 
make estimates and assumptions that affect certain reported amounts and disclosure of 
contingent assets and liabilities.  Actual results could differ from those estimates.  Estimates 
most susceptible to change in the near-term are the Company’s estimates of their allowance 
or credit losses and impairment of loans. 
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SECOND STREET CAPITAL, INC.  
(formerly known as Calton, Inc.) 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 31, 2013 AND 2012 
UNAUDITED 
 

Principles of Consolidation 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America (FASB ASC 275-10) requires management to make 
estimates and assumptions that affect the amounts reported in the consolidated financial 
statements and accompanying notes.  The consolidated financial statements include the 
accounts of the Company and its wholly-owned subsidiaries.  All significant inter-company 
accounts and transactions have been eliminated. Management believes that the estimates 
utilized in preparing its consolidated financial statements are reasonable and prudent.  Actual 
results could differ from those estimates. 
 
Cash and Cash Equivalents 
The Company considers all cash on hand, cash accounts without withdrawal restrictions, and 
highly liquid investments with a maturity of three months or less at the date of purchase to be 
considered cash and cash equivalents. 
 
Fair Value of Financial Instruments 
The Company estimates the fair value of financial instruments using available market 
information and valuation methods. Considerable judgment is required in estimating fair 
value.  Accordingly, the estimates of fair value may not be indicative of the amounts the 
Company could realize in a current market exchange.  As of August 31, 2013, the carrying 
value of accounts payable and accrued expenses approximated fair value due to the short-
term nature and maturity of these instruments. 
 
Loans 
Loans are stated at the principal amount outstanding.  Interest income is recorded on the 
accrual basis in accordance with the terms of the respective loan.  Loans on which the accrual 
of interest has been discontinued are designated as nonaccrual loans.  The accrual of interest 
on loans is discontinued when principal or interest payments are past due 90 days or when, in 
the opinion of management, it is probable it will be unable to collect contractual principal 
and interest in the normal course of business.  When loans are placed on nonaccrual status, 
all interest previously accrued but not collected is reversed against current period interest 
income.  Income on nonaccrual loans is subsequently recognized only to the extent that cash 
is received and the loan’s principal balance is deemed collectible.  Nonrefundable loan fees 
and related direct costs associated with the origination or purchase of loans are deferred and 
included in loans, net in the consolidated balance sheet.  The net deferred fees or costs are 
recognized as an adjustment to interest income over the contractual life of the loans using a 
method which approximates the interest method or taken into income when the related loans 
are paid off or sold.  The Company accretes any discount from purchased loans into loan fee 
income as a yield adjustment over the contractual life of the loan.  The amortization of loan 
fees is discontinued on non-accrual loans. 
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SECOND STREET CAPITAL, INC.  
(formerly known as Calton, Inc.) 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AUGUST 31, 2013 AND 2012 
UNAUDITED 
 

 
Provision and Allowance for Credit Losses 
The allowance for credit losses is based on a loan-by-loan build-up of inherent losses on 
loans, gross.  The Company also maintains an allowance for losses on unfunded loan 
commitments, namely loan commitments and letters of credit that are reported in other 
liabilities on the balance sheet.  The combined balance of the allowance for loan losses and 
the allowance for unfunded commitments is referred to as the allowance for credit losses.  
Provision expense is recorded for both the allowance for loan losses and the allowance for 
losses on unfunded loan commitments.  The Company has determined that a $9,750 reserve 
is necessary at August 31, 2013 on the one loan outstanding. 
 
Income (Loss) per Common Share 
Basic income (loss) per share is computed by dividing the net income (loss) attributable to 
the common stockholders by the weighted average number of shares of common stock 
outstanding during the period.  Diluted income (loss) per share is computed similar to basic 
income (loss) per share except that the denominator is increased to include the number of 
additional common shares that would have been outstanding if the potential common shares 
had been issued and if the additional common shares were dilutive. 
 
Variable Interest Entities 
From time to time the Company enters into transactions with related parties as well as 
entities that are partially owned or controlled by related parties.  The nature of these 
transactions requires management to evaluate the unconsolidated entities involved in the 
transactions to determine whether they are variable interest entities (“VIEs”) and, if so, 
whether the Company is the primary beneficiary.  If the Company is determined to be the 
primary beneficiary of the VIE, the Company must consolidate the entity.  A VIE is an entity 
with insufficient equity investment or in which the equity investors lack some of the 
characteristics of a controlling financial interest.  In determining whether the Company is the 
primary beneficiary, management considers, among other things, whether the Company has 
the power to direct the activities of the VIE that most significantly impact the entity’s 
economic performance, including, but not limited to, determining or limiting the scope or 
purpose of the VIE, selling or transferring property owned or controlled by the VIE, or 
arranging financing for the VIE.  Management also considers whether the Company has the 
obligation to absorb losses of the VIE or the right to receive benefits from the VIE.  
Management has evaluated its relationship with Lion Capital Funding, LLC as a possible 
VIE and determined the Company is not the primary beneficiary. 
 
3. Loans 
 
Loans consist of one loan to New World Mining, an iron ore mining company with 
operations in Mexico.  At August 31, 2012, the loan was determined to be impaired.  The 
loan is currently not accruing interest and there is a $9,750 loss reserve on the loan based 
upon management’s estimate of the net realizable value of the loan. 
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4. Going Concern 
 
The accompanying financial statements have been prepared in conformity with accounting 
principles generally accepted in the United States of America, which contemplate 
continuation of the Company as a going concern.  While the management of the Company 
believes that the Company will be successful in its capital raise and operating activities, there 
can be no assurance that it will be able to raise additional capital, or be able to generate 
sufficient revenues to sustain its operations.  These conditions create an uncertainty as to the 
Company’s ability to continue as a going concern.  The accompanying financial statements 
do not include any adjustments to reflect the possible future effects on the recoverability and 
classification of assets or the amounts and classification of liabilities that may result from the 
possible inability of the Company to continue as a going concern. 
 
5. Contingent Liabilities 
 
FASB Accounting Standards Codification 450 - Contingencies requires management to 
disclose loss contingencies where there is a reasonable possibility of the Company incurring 
a liability.  The Company has entered into employment agreements with its Named Officers 
which provides them with a payment upon the Company raising $5,000,000 in capital in 
return for forgoing all compensation due them from December 1, 2011 through the date of 
the $5,000,000 capital raise.  The total amount of this contingent liability would be $247,000 
and would be amply covered by the newly raised-capital.  
 
The employment contracts also contain a change of control provision.  If there is a change of 
control of the Company, each of the named officers would be entitled to unpaid 
compensation due to them in accordance with the Information and Disclosure Statement filed 
with the OTC Bulletin Board on November 30, 2011.  The total amount of this contingent 
liability would be $247,000. 
 
6. Related Party Transactions 
 
The loan participation that the Company entered into with New World Mining was facilitated 
by Lion Capital Funding, LLC (“Lion Capital”).  Lion Capital is 50% owned by two of the 
Company’s officers.  Lion Capital entered into a joint venture operating agreement with New 
World Mining on September 10, 2010.  In accordance with the terms of the agreement, Lion 
Capital is to provide advisory services related to export trade as well as locate parties to 
participate in a loan to New World Mining to finance its operating activities.  Lion Capital is 
compensated for its services to New World Mining based upon 50% of Net Transactional 
Revenues as defined in the agreement.  The Company did not pay any fees to Lion Capital in 
connection with the loan participation.  
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The Company received a $130,000 loan commitment from the Company’s Chief Executive 
Officer to finance the land acquisition and construction of a building utilizing the WetBox 
Building System.  As of August 31, 2013, $52,320 has been drawn down on this loan 
commitment for the MezzBox project.  The loan is payable on demand and bears interest at 
7.00%.  The Company believes that the terms of this loan reflect current market rates. 
 
The Company received a $300,000 modified loan commitment, which is being further 
modified to provide for additional increases, from the Company’s Chief Executive Officer to 
finance the operations of the Company during its capital raising efforts.  As of August 31, 
2013, $333,339 has been drawn down on this loan commitment for working capital purposes.  
The loan is payable on demand and bears interest at 7.00%.  The Company believes that the 
terms of this loan reflect current market rates. 
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