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Item 1. Reports to Stockholders.

The Report to Shareholders is attached herewith.
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Letter To Shareholders
February 28, 2015
To Our Shareholders:

Last year, StoneCastle Financial Corp. ("StoneCastle Financial" or the "Company") marked a full year of
operations as the first publicly traded management investment company dedicated to investing in
community banks.

In the U.S., approximately 6,000 banks within the $2.9 trillion community bank industry are privately held.
These banks predominately have less than $10 billion of assets, serve a distinct geographic area and have
a core business focused on taking local deposits and making local loans. Community banks generally avoid
participating in higher risk business lines, such as sub-prime lending, capital markets activities or non-U.S.
lending. As a result, unlike larger banks, the performance of community banks is more highly correlated to
the economics of their local market, including small businesses within those markets.

In fact, community banks, while representing only 18% of the banking industry's assets, provide almost
60% of the nation's total small business loans made by banking institutions. Small businesses are the
engine of job growth in America and community banks are doing more than their fair share in job creation
and economic growth.

Through StoneCastle Financial, community banks are able to access an alternative source of capital. This
capital provides community banks with the ability to more easily increase their capacity for local lending,
fund acquisitions, and repurchase shares to bring liquidity to local shareholders. We saw a healthy mix of
these three typical uses of capital throughout 2014.

The Company has two distinct competitive advantages in the market: StoneCastle Financial's advisor has a
national footprint with over 800 existing bank relationships and importantly, we have permanent capital,
which allows StoneCastle Financial to make investments along the entire capital structure of a bank from
senior debt through common equity. This differentiates us substantially from other capital providers.

Overall, the Company made solid progress throughout 2014, but we recognize there is more work to do
throughout 2015. Our team focused on steadily building our business, executing on investment
opportunities and expanding our origination channels, while remaining true to our prudent credit and
investment approach and long term orientation. We firmly believe that this disciplined approach, coupled
with the need for capital in the community banking industry, will allow StoneCastle Financial to deliver on its
objectives.

At the same time, we are not fully satisfied with our results. It took longer than expected to get capital
prospects through the pipeline to a closing due to a number of external factors. We also had a higher
amount of call (redemption) notices than expected. Looking forward, we will build on the progress made
and continue to work hard to deliver on our objectives to shareholders. Please see the Management
Discussion below for more detail on StoneCastle Financial's operations and results in 2014.

Annual Report | StoneCastle Financial Corp.
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By investing in StoneCastle Financial you are investing in and supporting "local," in towns and cities
throughout the country with the help of our experienced professionals. StoneCastle Financial is excited to
play a part in the economic development and growth of local markets across the country.

We deeply appreciate your investment in StoneCastle Financial and look forward to continued progress in
2015.

Sincerely,

Joshua S. Siegel
Chairman and Chief Executive Officer

StoneCastle Financial Corp. | Annual Report
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About StoneCastle Financial Corp.
MANAGEMENT DISCUSSION AND SUMMARY

This report provides information on the financial performance for StoneCastle Financial Corp. ("StoneCastle
Financial" or the "Company") for the year ended December 31, 2014. StoneCastle Financial (BANX) is a
closed-end management investment company listed on the NASDAQ Global Select Market.

By mid-year 2014, StoneCastle Financial completed the deployment of $103.8 million of capital from its
November 2013 IPO. In June 2014, the Company secured a $45 million revolving credit facility with a
five-year term and a stated maturity of June, 2019. This facility was increased to $70 million in January,
2015. In November 2014, the Company successfully completed a follow-on offering which raised an
additional $39.5 million. This additional capital allows StoneCastle Financial to compete for larger size
investment opportunities frequently requested by community banks without exceeding the required IRS
Subchapter M diversification requirements.

As of year-end, the Company had total assets of $183.0 million, consisting of total portfolio investments of
$176.5 million and cash and other assets of $6.5 million. The total portfolio investments consisted of 51.6%
preferred securities, 22.6% debt securities & senior term loans, 14.5% trust preferred securities, 7.8%
equities & exchange traded funds and 3.5% of short term investments.

For the full year, StoneCastle Financial had gross investment income of $8.6 million and operating
expenses of $4.5 million. This resulted in net investment income of $4.1 million or $0.84 per share based
on average shares outstanding during the year. The Company also realized capital gains of approximately
$232,000 during the year.

In each quarter of 2014, StoneCastle Financial declared distributions of $0.50 per share. As of December
31, 2014, the distribution rate was 10.3% based on a closing market price of $19.47. For the full year based
on market prices, an investment in StoneCastle Financial resulted in a total annual return of -13.6%,
including the reinvestment of distributions.

Net Asset Value at year-end was $21.86, reflecting a decrease of $1.21 from the prior year end. This
decrease was comprised of net investment income of $0.84 per share, net realized and unrealized gains of
$0.01 per share, offset by follow-on offering costs of ($0.06) and total declared distributions of ($2.00) per
share.

For the 2014 tax year, 47.96% of each distribution paid in 2014 was determined to be a non-taxable
distribution. Please see the 2014 Tax Information posted on the StoneCastle Financial website
(www.Stonecastle-Financial.com).

Annual Report | StoneCastle Financial Corp.
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About StoneCastle Financial Corp.
PORTFOLIO DISCUSSION
THE PORTFOLIO

StoneCastle Financial makes long-term, non-control investments in community banks seeking capital for
organic growth, acquisitions, and share repurchases along with other investment opportunities. The
Company primarily invests in preferred securities, subordinated debt, senior debt, and to a lesser extent
common stock.

Over the course of 2014, StoneCastle Financial purchased securities totaling $197.3 million, which
consisted of 154 transactions in 64 securities. During the same period, the Company executed sales of
$12.1 million in 57 transactions. In addition, the Company received call (redemption) notices for 21
investments totaling $40.7 million for the year, with $18.0 million, or 44% occurring in the fourth quarter.

As of December 31, 2014, the Company had a total investment portfolio of $176.5 million representing 96%
of total assets consisting of:

Investment Type Amount
Preferred Securities 51.6%
Debt Securities & Senior Term Loans 22.6%
Trust Preferred Securities 14.5%
Equity Securities & Exchange Traded Funds 7.8%
Short Term Investments 3.5%
Total Investments 100.0%
PREFERRED SECURITIES

During the year, StoneCastle Financial purchased $111.1 million of preferred securities in 60 transactions.
At year-end, the Company held 30 distinct investments in preferred securities totaling $91.1 million or
51.6% of total investments. The Company's largest holdings in preferred securities were $13.7 million in
BNCCORP, Inc. Fixed-Rate Cumulative Perpetual Preferred, Series A 9%, $12.9 million in Old Second
Bancorp, Inc. Fixed Rate Cumulative Perpetual Preferred, Series B 9%, and $10.0 million in Katahdin
Bankshares Corp., Floating Rate Non-Cumulative Preferred, Series D 8.75%.

A majority of these investments qualify for dividend received deduction (DRD) or qualified dividend income
(QDI) tax treatment. Please note that StoneCastle Financial is not a tax advisor and advises that
shareholders consult a tax advisor regarding their personal tax status.

DEBT SECURITIES & SENIOR TERM LOANS

StoneCastle Financial purchased $37.4 million of debt securities in 11 transactions in 2014. At year-end,
the Company held four investments in debt securities totaling $39.9 million or 22.6% of total investments.
The Company's largest holdings in debt securities were investments in $16.9 million Preferred Term
Securities, Ltd., Fixed-Rate Mezzanine Notes, due

StoneCastle Financial Corp. | Annual Report
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About StoneCastle Financial Corp.

9/15/2030, 9.74% and $13.2 million in Citizens Bancshares Co. Senior Term Loan, 8.75%, due December
31, 2024.

TRUST PREFERRED SECURITIES

In 2014, StoneCastle Financial purchased $34.6 million of trust preferred securities in 39 transactions. At
year-end, the Company held 11 investments in preferred securities totaling $25.5 million or 14.5% of the
total investments. Trust preferred securities are debt securities that may qualify as capital for a bank or
bank holding company.

While trust preferred securities may be issued by both public and private banks, the securities held by the
Company are typically more liquid securities, offered by large banking institutions. The Company holds
these securities as higher yielding short term positions that are expected to be redeployed into higher
yielding, long term investments. StoneCastle Financial is able to invest in trust preferred securities at a
substantially higher rate of return than yields on short-term cash investments, along with commensurate
market risk of the issuing institutions.

EQUITY SECURITIES & EXCHANGE TRADED FUNDS

During the year, StoneCastle Financial purchased $14.2 million of equity securities in 30 transactions. At
year-end, the Company had 7 equity investments totaling $13.7 million or 7.8% of the total investments.
Equity securities are typically held for capital appreciation, however some positions such as Medallion
Financial Corporation (NasdaqGS: TAXI) are held for both dividend income and capital appreciation. In
addition, the Company utilizes certain exchange traded funds and other 1940 Act money market funds as
short term positions expected to be redeployed into higher yielding, long term investments. At year-end, the
Company's largest holding in this category was $6.9 million in iShares S&P U.S. Preferred Stock Index
Fund.

PORTFOLIO CONSIDERATIONS

StoneCastle Financial is steadfast in its stated goal of constructing a portfolio that is able to generate
long-term, consistent and stable returns, primarily for income distribution and to a lesser extent, capital
appreciation. The Company intends to achieve this goal while maintaining high credit quality standards. As
of year-end, the Company reported zero credit losses, zero impaired assets and no material deterioration of
credit quality within the underlying portfolio. The Company also maintains an A3 rating from Moody's
Investor Services on its revolving credit facility.

While significant achievement was made in our first year of operations, the Company observed that the
pace of capital deployment and transaction closings were extended or delayed due to several external
factors that were not as pronounced prior to the implementation of Dodd Frank, Basel lll and the financial
crisis. Among the factors that affected the timing for capital deployment were: (i) a bank's timeframe to
obtain internal approvals to issue, (ii) the protracted nature of mergers and acquisitions, and (iii) the longer
than expected approval process from government regulators which must provide final regulatory approvals
for a bank merger, capital issuances and capital redemptions (refinancing).

Annual Report | StoneCastle Financial Corp.
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About StoneCastle Financial Corp.
INVESTMENT PROCESS

The Company conducts due diligence on pending investments in several phases, beginning with a
preliminary screening and ending, in most cases, with an on-site management visit. The investment
process includes both quantitative and qualitative reviews with investment decisions made by an
investment committee with over 90 years of combined investment experience in the bank sector. The
Company's disciplined approach to due diligence and commitment to credit quality reflects its long-term
view. The Company believes shareholders have high regard for this dedicated and disciplined approach to
portfolio construction, as we expect it will serve to provide consistent and stable growth, with predictable
cash flows over an extended period of time.

CAPITAL MARKET ACTIVITIES

In November, StoneCastle successfully closed on a follow-on offering of 1,600,000 shares and exercised a
partial overallotment of an additional 202,000 shares resulting in 6,501,035 shares outstanding as of
December 31, 2014. Net of offering and underwriting fees, the capital raise provided an additional $39.5
million in assets.

The Company prioritized this raise for 2014 because as mentioned earlier, this additional capital allows
StoneCastle Financial to compete for larger size investment opportunities frequently requested by
community banks without exceeding the Company's diversification requirements under IRS Subchapter M.
Without this raise, StoneCastle Financial would not be permitted by IRS rules to hold a material number of
$7-10 million position sizes, a size typically sought by community banks.

StoneCastle Financial closed the year with four research coverage analysts publishing on the Company:
Baird, Keefe, Bruyette & Woods, JMP Securities, and Oppenheimer & Co.

CONCLUSION

We believe that StoneCastle Financial offers investors a unique opportunity to participate in the community
banking industry.

The Company will continue to work diligently for our shareholders by prudently constructing an investment
portfolio with the capital entrusted to us. As we work to deploy capital with a long-term view, credit quality
and a rigorous investment approach are of paramount focus to our shareholders.

While StoneCastle Financial made solid progress in 2014 we look forward to our work ahead in pursuit of
our goals.

We appreciate the feedback we receive from our stakeholders. Thank you for your support of StoneCastle
Financial Corp.

StoneCastle Financial Corp. | Annual Report
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StoneCastle Financial Corp.
Schedule of Investments

As of December 31, 2014

Company()

Investment

Long-Term Investments 119.8%

Preferred Securities 64.1%

Preferred Stock 61.0%
Banking 61.0%

Astoria Financial Corporation

Blue Ridge Bancshares, Inc.
Fixed Rate Cumulative
Perpetual
BNCCORP, Inc.
Fixed Rate Cumulative
Perpetual
Chicago Shore Corporation
Fixed Rate Cumulative
Perpetual
Chicago Shore Corporation
Fixed Rate Cumulative
Perpetual

Citigroup Inc.

Colony Bankcorp, Inc.

Fixed Rate Cumulative
Perpetual
Community First
Bancshares, Inc. Fixed Rate

Depositary
Shares, Each
Representing a
1/40th Interest in
a Share of 6.50%
Non-Cumulative
Perpetual
Preferred

Stock, Series C

Preferred Stock,
Series B, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series B, 9%
Depositary
Shares, Each
Representing a
1/1,000th Interest
in a share of
7.125%

Fixed Rate
Non-Cumulative
Preferred
Stock, Series J

Preferred Stock,
Series A, 9%
Preferred Stock,
Series A, 9%

# of
Shares/Par
Amount ($) Fair Value
407 $ 10,037
$ 200,000 196,000
$13,750,000 13,754,582
$ 6,400,000 6,400,000
$ 150,000 150,000
180,222 4,887,621
$ 3,661,000 3,587,780
$ 7,250,000 7,196,833

16



Edgar Filing: StoneCastle Financial Corp. - Form N-CSR

Cumulative Perpetual
Community First
Bancshares, Inc. Fixed Rate
Cumulative Perpetual
Community West
Bancshares

Fixed Rate Cumulative
Perpetual

EverBank Financial Corp.

Farmers Capital Bank
Corporation Fixed Rate
Cumulative Perpetual
FFW Corporation
Fixed Rate Cumulative
Perpetual
Fidelity Financial Corporation
Fixed Rate Cumulative
Perpetual
Fidelity Financial Corporation
Fixed Rate Cumulative
Perpetual
First National Corp.
Fixed Rate Cumulative
Perpetual
First Priority Financial Corp.
Fixed Rate Cumulative
Perpetual

First Republic Bank

See notes to Financial Statements

Preferred Stock,
Series B, 9%

Preferred Stock
Series A, 9%
Depositary
Shares, Each
Representing a
1/1,000th Interest
in a Share of
6.75%
Non-Cumulative
Preferred Stock,
Series A

Preferred Stock,
Series A, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series B, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series A, 9%
Depositary
Shares, Each
Representing a
1/40th Interest in
a Share of 6.20%
Non-Cumulative
Perpetual
Preferred

Stock, Series B

$ 400,000
$ 1,732,000

25,263
$ 2,500,000
$ 139,000
$ 3,607,000
$ 293,000
$ 1,016,000
$ 9,000

19,631

Annual Report | StoneCastle Financial Corp.

398,667

1,732,000

632,586

2,500,000

139,000

3,610,006

293,244

1,005,840

8,820

499,216
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Company()
Banking (continued)

First Republic Bank

First Republic Bank

First United Corporation
Fixed Rate Cumulative

Perpetual

HMN Financial Corp., Inc.
Fixed Rate Cumulative

Perpetual

HSBC USA Inc.

Katahdin Bankshares Corp.
Floating Rate

Non-Cumulative Preferred

Old Second Bancorp, Inc.
Fixed Rate Cumulative

Perpetual

Tennessee Valley

Financial Holdings Inc. Fixed

Rate Cumulative Perpetual

Tennessee Valley

Financial Holdings Inc. Fixed

Rate Cumulative Perpetual

Investment

Depositary
Shares, Each
Representing

a 1/40th Interest
in a Share of
5.625%
Non-Cumulative
Perpetual
Preferred

Stock, Series C
Depositary
Shares, Each
Representing a
1/40th Interest in
a Share of 7.00%
Non-Cumulative
Perpetual
Preferred

Stock, Series E

Preferred Stock,
Series A, 9%

Preferred Stock,
Series A, 9%
Depositary
Shares, Each
Representing a
1/40th Interest in
a Share of 6.50%
Non-Cumulative
Preferred Stock,
Series H

Stock, Series D,
8.75%

Preferred Stock,
Series B, 9%

Preferred Stock,
Series A, 9%

Preferred Stock,
Series B, 9%

# of
Shares/Par
Amount ($)

21,312

10,909
$ 9,000,000
$ 5,398,000

45,035
$10,000,000
$13,005,000
$ 100,000
$ 49,000
$ 250,000

$

Fair Value

510,422

299,998

9,018,045

5,404,748

1,138,485

10,000,000

12,874,950

105,550

60,944
247,500
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The Queensborough
Company Fixed Rate
Cumulative Perpetual

Preferred Stock,
Series A, 9%

Subtotal -
Preferred Stock

Convertible Preferred Stock 3.1%

Banking 3.1%

First Citizens Banc Corp.

SB Financial Group

Debt Securities 18.8%
Banking 18.8%

MidWest Community
Financial Corp. Subordinated
Debenture, 8.80%,
MMCapSSM Funding |, Ltd./
MMCapSSM Funding |,

Inc. Fixed Rate Mezzanine
Notes,

Preferred Term Securities,
Ltd./Preferred Term
Securities, Inc. Fixed Rate
Mezzanine Notes,

Due 9/15/2030, 9.74%,
144A06)

Depositary
Shares, Each
Representing a
1/40th Interest in
a 6.50%
Non-Cumulative
Redeemable
Convertible
Perpetual
Preferred Share,
Series B
Depositary
Shares, Each
Representing a
1/100th Interest
in a 6.50%
Non-Cumulative
Convertible
Perpetual
Preferred Share,
Series A
Subtotal -
Convertible
Preferred
Stock

Total Preferred
Securities
(Cost
$91,373,814)

Due November
25, 2024

Due 6/15/2030,
8.04%, 144A0)

59,001

250,000

$ 3,500,000

$ 8,343,224

$16,872,629

86,662,874

1,941,133

2,500,000

4,441,133

91,104,007

3,500,000

6,299,134

16,893,720
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Total Debt

Securities

(Cost

$25,946,122)
See notes to Financial Statements

StoneCastle Financial Corp. | Annual Report
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Company()
Trust Preferred Securities
Banking 17.9%

Amboy Capital Trust |

Central Trust Company
Capital Trust I. Junior
Subordinated Debt, 10.25%,

Countrywide Capital Trust IV

Deutsche Bank Contingent

Capital Trust V

First Alliance Capital Trust |
Junior Subordinated Debt,

10.25%,

JPMorgan Chase Capital
Trust XXIX

Merrill Lynch Preferred
Capital Trust IlI

Merrill Lynch Preferred
Capital Trust IV

Merrill Lynch Preferred
Capital Trust V

Morgan Stanley Capital
Trust VIII

PrivateBancorp
Capital Trust IV

Investment
17.9%

9.00% Trust
Preferred
Security,
Private
Placement,
144A06)

Due July 25,
2031

6.75% Trust
Preferred
Security
8.05% Trust
Preferred
Security

Due July 25,
2031, 144A0)
6.70% Trust
Preferred
Security,
Series CC
7.00% Trust
Preferred
Security

7.12% Trust
Preferred
Security

7.28% Trust
Preferred
Security

6.45% Trust
Preferred
Security

10.00% Trust
Preferred
Security

Total Trust
Preferred

# of
Shares/Par

Amount ($)

$ 8,000,000

$ 2,500,000

38,562

57,444

$ 6,500,000

20,350

23,630

38,264

76,206

51,578

13,322

Fair Value

$ 8,000,000

2,553,125

977,161

1,619,346

6,624,150

516,890

603,274

984,533

1,966,115

1,299,250

355,165
25,499,009
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Securities
(Cost
$25,803,572)
Equity Securities 4.8%
Banking 4.8%
Citizens & Northern Common stock
Corporation 12,820
Common stock,
Private
Placement,
Happy Bancshares, Inc.() 144A0) 44,000
Medallion Financial Common stock
Corporation 290,522
Middleburg Financial Common stock
Corporation 14,220
Pioneer Bancshares, Inc.(4 Common stock 83,400
Limited
Priam Capital Fund I, L.P.(4) partnership $ 1,000,000
Total Equity
Securities
(Cost
$7,099,391)
Senior Term Loan 9.3%
Banking ? 9.3%
Citizens Bancshares Co. due December
Senior Term Loan, 8.75%, 31, 2024 $13,250,000
Total Senior
Term Loan
(Cost
$13,250,000)

See notes to Financial Statements

Annual Report | StoneCastle Financial Corp.
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924,000

2,908,125

256,102
1,438,650

1,000,000

6,791,866

13,250,000

13,250,000
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Company()

Exchange Traded Fund 4.9%

Investment

Diversified Financials and Banking 4.9%

iShares S&P U.S. Preferred
Stock Index Fund

Short-Term Investment 4.4%

Morgan Stanley Institutional
Liquidity Funds - Treasury
Portfolio

Exchange-Traded
Fund (ETF)

Total Exchange
Traded Fund
(Cost
$6,964,742)
Total Long Term
Investments
(Cost
$170,437,641)

Institutional
Share Class

Total
Short-Term
Investment
(Cost
$6,214,148)*
Total
Investments
(Cost
$176,651,789)(5)(6)
Other assets
and liabilities,
het -

(24.2)%(N

Total Net Assets
- 100.0%

# of
Shares/Par

Amount ($) Fair Value
175,120 $ 6,910,235
6,910,235

170,247,971

6,214,148 6,214,148
6,214,148

124.2% 176,462,119
(34,330,334)

$142,131,785

(1) We do not "control" and are not an "affiliate" of any of our portfolio companies, each as defined in the
Investment Company Act (the "1940 Act").

@ ($) represents security position traded in par amount.

() Security is exempt from registration under Rule 144A of the Securities Act of 1933.

4 Currently non-income producing security.

(5 Cost values reflect accretion of original issue discount or market discount, and amortization of premium.

®) Investments are income producing assets unless otherwise noted by footnote (4).

(7 Includes $22.5 million in bank loan from Texas Capital Bank.
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* Cash and cash equivalents of $10,714,128 on the Statement of Assets and Liabilities includes
$6,214,148 of short term investments.

See notes to Financial Statements
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StoneCastle Financial Corp.
Portfolio Summary
As of December 31, 2014

Geographic Distribution of Bank Issuers(1)

% of Total
State Investments(?
Arkansas 4.5%
California 1.8%
Florida 7.9%
Georgia 3.5%
lllinois 11.5%
Indiana 2.0%
Kansas 5.0%
Kentucky 1.5%
Maine 5.9%
Maryland 5.3%
Minnesota 4.2%
% of Total

State Investments(?
Missouri 1.6%
New Jersey 4.7%
New York 15.9%
North Dakota 8.1%
Ohio 2.6%
Oklahoma 2.1%
Pennsylvania 0.2%
Tennessee 0.1%
Texas 2.9%
Virginia 8.4%
West Virginia 0.3%

100.0%
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(1) The term "Bank Issuers" as used herein refers to banks or holding companies thereof and includes
issuers in which we have direct and indirect investments.

(@ For purposes of this table the calculation of the percentage of total Long-Term Investments are based on
the Bank Issuers in which SCFC directly and indirectly holds investments. With respect to direct
investments that are secured by obligations issued by Bank Issuers (each a "Secured Bond"), the
percentage was calculated by prorating the market value of the Secured Bond among the obligations
issued by the underlying Bank Issuers that collateralize such Secured Bond and dividing each such amount
by total Long-Term Investments. The calculations were prepared by the Company based on information
obtained from FDIC and SNL Financial.

See notes to Financial Statements
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Financial Statements

Statement of Assets and Liabilities As of December 31, 2014

Assets

Long-term Investments, at fair value (Cost
$170,437,641)

Cash and cash equivalents

Interest and dividends receivable
Prepaid assets

Total assets

Liabilities

Loan payable

Payable for securities purchased
Dividends payable

Investment advisory fees payable

Loan Interest payable

Offering expenses payable

Accrued expenses payable

Total liabilities

Net Assets

Net assets consist of:

Common stock, at par ($0.001 per share)
Paid-in capital

Distributions in excess of net investment
income

Net unrealized depreciation on investments
Net Assets

Net asset value per share

Common Stock Shares Outstanding

Net asset value per common share
Market price per share

Market price discount to net asset value per
share

See notes to Financial Statements

$170,247,971
10,714,128
1,350,047
714,507
183,026,653

22,500,000
13,923,525
3,250,518
589,632
52,090
58,047
521,056
40,894,868
$142,131,785

$ 6,501
145,565,472

(3,250,518)
(189,670)
$142,131,785

6,501,035
$ 21.86
$ 19.47

-10.93%

StoneCastle Financial Corp. | Annual Report
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Statement of Operations For the Year Ended December 31, 2014

This Statement of Operations summarizes the Company's investment income earned and expenses
incurred in operating the Company. It also shows net gains (losses) for the period stated.

Investment Income

Dividends $5,604,991
Interest 2,631,820
Origination fee income 300,355
Other income 92,637
Total investment income 8,629,803
Expenses

Investment advisory fee 1,883,324
ABA marketing and licensing fees 500,000
Interest expense 489,173
Professional fees 296,616
Transfer agent, custodian fees and

administrator fees 253,049
Tax expense 240,609
Directors' fees 178,300
Investor relations fees 109,382
Due diligence expense 92,636
Insurance expense 90,000
Rating agency fees 82,933
Printing fees 76,144
Miscellaneous fees 218,886
Total expenses 4,511,052
Net investment income 4,118,751
Realized and Unrealized Gain (Loss) on Investments

Net realized gain on investments 231,818
Net change in net unrealized depreciation on

investments 183,030
Net realized and unrealized gain on

investments 414,848
Net Increase in Net Assets Resulting From

Operations $4,533,599

See notes to Financial Statements

See notes to Financial Statements
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Statement of Changes In Net Assets

These statements of changes in net assets show how the value of the Company's net assets has changed

during the last two periods. The difference reflects earnings less expenses, any investment gains and
losses, distributions, if any, paid to shareholders and the net of Company share transactions.

Increase (Decrease) in Net Assets
From Operations

Net investment income/(loss)
Net realized gain on
investments

Net change in unrealized
appreciation/(depreciation)

on investments

Net increase/(decrease) in net
assets resulting

from operations

Distributions to shareholders
From net investment income
Tax return of capital

Total distribution

From Company share transactions
Issuance of common stock (net
of sales load and

offering costs)**

Reinvestment of distributions
Company share redemptions
Increase in net assets
resulting from Company
share transactions

Total increase

Net assets

Beginning of period

End of period

Distributions in excess of net investment
income of ($3,250,518) and ($1,314,893),

respectively

Shares outstanding
Beginning of period

Shares issued

Reinvestment of distributions
Shares redeemed

End of period

* The Company commenced operations on November 13, 2013.

For the
Year Ended
December 31,
2014

$ 4,118,751

231,818

183,030

4,533,599

(6,286,194)
(4,009,870)
(10,296,064)

39,484,160
72,006
(17)

39,556,149
33,793,684

108,338,101
$142,131,785

4,696,048
1,802,000
2,994

(7)
6,501,035

For the
Period Ended
December 31,

2013*
$ (425,734)

136,541

(372,700)

(661,893)
(1,314,893)

(1,314,893)

110,214,862

110,214,862
108,238,076

100,025***
$108,338,101

4,001
4,692,047

4,696,048
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** Underwriting fees and offering costs were $1,657,840 and $304,000 for year ended December 31, 2014
and $5,865,059 and $1,221,225 for period ended December 31, 2013.

*** Amount represents initial seed investment.

See notes to Financial Statements
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Statement of Cash Flow
This Statement of cash flows shows cash flow from operating and financing activities for the period stated.

For the
Year Ended
December 31,
2014

Cash flows from operating activities
Net increase in net assets from operations $ 4,533,599
Adjustments to reconcile net increase in net assets from
operations to net cash provided by operating activities:

Purchase of investment securities (196,048,965)
Proceeds from sales and redemption of

investment securities 52,827,944
Net realized gain on investments (231,818)
Net change in unrealized appreciation on

investments (183,030)
Net accretion of premium (21,223)
Decrease in receivable for securities sold 1,047,746
Increase in prepaid expenses (714,507)
Increase in interest receivable and dividends

receivable (1,290,186)
Increase in payable for securities purchased 13,923,525
Decrease in administration fees payable (50,476)
Increase in advisory fees payable 508,371

Increase in loan interest payable 52,090
Decrease in offering expense payable (133,612)
Decrease in directors' fees payable (31,158)
Increase in accrued fees payable 251,935
Net cash used by operating activities (125,559,765)
Cash flows from financing activities

Increase in loan payable 22,500,000
Proceeds from the issuance of common stock 41,446,000
Underwriting fees for issuance of common

stock (1,657,840)
Offering costs paid (304,000)
Payment of shares redeemed (17)
Cash distributions to shareholders (8,288,433)
Net cash provided by financing activities $ 53,695,710
Net decrease in cash (71,864,055)
Cash and cash equivalents:

Beginning of year 82,578,183
End of year $ 10,714,128
Supplemental disclosure of cash flow information

Cash paid for interest $ 437,083

See notes to Financial Statements

See notes to Financial Statements
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Financial Highlights

The financial highlights show how the Company's net asset value for a common stock share has changed

during the period.

For the
Year Ended
December 31,
2014
Per share operating performance
Net Asset value, beginning of
period $ 23.07
Net investment income/(loss)? 0.84
Net realized and unrealized gain
(loss) on investments? 0.01
Offering costs? (0.06)
Total from investment
operations 0.79
Less distributions to shareholders
From net investment income (1.22)
From tax return of capital (0.78)
Total distributions (2.00)
Net asset value, end of period $ 21.86
Per share market value, end of
period $ 1947
Total investment return based
on market value? (13.59)%
Ratios and supplemental data
Net assets end of period (in
millions) $ 14241
Ratios (as a percentage of average net assets):
Expenses 3.73%*
Net investment income/(loss) 3.41%
Portfolio turnover rate 30%

T The Company commenced operations on November 13, 2013.

For the
Period
Ended
December
31,
2013t

$ 23.491
(0.09)

(0.05)

(0.14)
(0.28)

(0.28)
$ 23.07

$ 24.56

(0.62)%*

$ 108.3

3.04%**
(3.00)%**
81%*

T Net asset value at beginning of period reflects a deduction of $1.51 per share of sales load and offering

expense from the initial public offering price of $25 per share.

2 The net investment income, net realized and unrealized gain/(loss) on investments and offering costs per

share was calculated using the average shares outstanding method.

3 Based on share market price and reinvestment of distributions at the price obtained under the Dividend
Reinvestment Plan. Total return does not include sales load and offering expenses.

4 Excluding interest expense, operating expenses would have been 3.33%.

* Not-annualized
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** Annualized

See notes to Financial Statements
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Notes to Financial Statements
Note 1 Organization

StoneCastle Financial Corp.("SCFC"or the"Company") is a Delaware corporation registered as a
non-diversified, closed-end management investment company under the Investment Company Act of 1940,
as amended, (the "Investment Company Act") which commenced investment operations on November 13,
2013. In addition, SCFC has elected to be treated for tax purposes as a regulated investment company, or
"RIC" under Subchapter M of the Internal Revenue Code of 1986, as amended (the "Code").

SCFC's primary investment objective is to provide stockholders with current income, and to a lesser extent
capital appreciation. We attempt to achieve our investment objectives through investments in preferred
equity, subordinated debt, convertible securities and, to a lesser extent, common equity primarily in the
U.S. community bank sector. The Company defines community bank sector as banks, saving associations
and their holding companies with less than $10 billion in consolidated assets that serve local markets. We
may also invest in similar securities of larger U.S. domiciled banks and companies that provide goods
and/or services to banking companies. Together with banks, we refer to these types of companies as
banking-related and intend, under normal circumstances, to invest at least 80% of the value of our net
assets plus the amount of any borrowings for investment purposes in such businesses. There is no
guarantee that we will achieve our investment objective.

Note 2 Significant Accounting Policies

The following is a summary of significant accounting policies consistently followed by SCFC in the
preparation of its financial statements. The preparation of the financial statements is in conformity with U.S.
generally accepted accounting principles ("U.S.GAAP") and requires the Board of Directors,inclusive of the
sub-committees, and the Advisor to make estimates and assumptions that affect the reported amounts of
assets and liabilities in the financial statements and the reported amounts of increases and decreases in
net assets from operations during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents SCFC considers all highly liquid debt instruments with a maturity of three
months or less at the time of purchase to be cash equivalents. Cash and cash equivalents of $10,714,128
includes $6,214,148 of short term investments.

Investment Valuation The most significant estimates made in the preparation of the Company's financial
statements are the valuation of equity and debt investments and the effective yield calculation with respect
to certain debt securities, as well as the related amounts of unrealized appreciation and depreciation of
investments recorded. The Company believes that there is no single definitive method for determining fair
value in good faith. As a result, determining fair value requires that judgment be applied to the specific facts
and circumstances of each portfolio investment while employing a consistently applied valuation process
for the types of investments that SCFC makes. The Company is required to specifically fair value each
individual investment on a quarterly basis.

The Company complies with ASC 820-1