
Capstone Financial Group Inc., an investment and merchant 
bank that went public by reverse merger last summer, did some-
thing rarely seen in the small-cap investment banking industry: 
it predicted a first-quarter profit barely two weeks into the quar-
ter.

Irvine, Calif.-based Capstone Financial said in a Jan. 16 state-
ment that it expected a first-quarter profit of $20.2 million, or 22 
cents a share.

“Revenues from several sizable investment banking deals, as 
well as from the wealth management firms we have acquired, 
position us for extremely strong first quarter results,” CEO and 
co-founder Darin Pastor said in the statement. “With the quality 
of business that is in our pipeline for the next several quarters, I 
believe we are positioned to continue this kind of performance 
throughout 2014.”

Capstone Financial is about to complete the acquisition of its 
third wealth management practice, said Pastor, the scion of a 
Buffalo, N.Y.-based Pepsi bottling company family. When all is 
said and done, Capstone will have committed roughly $3 million 
in cash and stock to the deals. Combined, these three practices 
generate about $6 million in revenue a year.

Capstone is likely to make more acquisitions, Pastor said.

“That’s three down and nine to go,” he said in an e-mail.

This guidance comes after the company formerly known as Cap-
stone Affluent Strategies, a privately-held wealth management 
firm, went public through a reverse merger with a registered 
shell company called Creative App Solutions Inc. in August. Cre-
ative App had originally intended to design and sell mobile ap-
plications for the Apple and Android platforms.

In the reverse merger, Pastor purchased 3.54 million shares of 
Creative App for $1,774.10 from the shell’s owner Ryan Faught. 
That gave Pastor a 78.7% stake in the shell, which in August 
changed its name to Capstone Financial. That stake has since 

fallen to 68%. In addition, Faught sold 451,800 shares, represent-
ing a 10% stake, for $225.90 to George Schneider, who is presi-
dent and chief investment officer of Capstone.

For the three months ended Sept. 30, Capstone Financial report-
ed revenue of $212,627 from financial consulting. As of Oct. 31, it 
claimed assets of $1.47 million including cash of $550,675 and a 
$919,872 line of credit from a related party.

On Jan. 14, Capstone filed notice with the Securities and Ex-
change Commission that its plans to raise up to $2.5 million in 
a private placement of equity. In October, the firm raised $1.08 
million from a private placement of 1.35 million shares priced at 
80 cents each to 22 accredited investors. In September, the com-
pany raised $294,000 from the private placement of 1.47 million 
shares to six accredited investors.

The company plans to release its fourth-quarter earnings March 
30.

Shares of Capstone, which are quoted on the OTC Bulletin Board 
under the symbol CAPP, are thinly traded. They last changed 
hands on Jan. 3 at $4. That price implies a market capitalization 
of $367 million.

In comparison, Ladenburg Thalmann Financial Services Inc., 
an investment bank that’s been around since 1876, has a market 
value of $459.5 million. Cowen Group Inc. has a market value of 
$480.6 million.

Capstone Financial is not to be confused with Capstone Finan-
cial Group of Hilton Head, S.C., which has been in business since 
1988.

Daniel Smith, president of the East Coast Capstone Financial, 
said in an interview he was aware of the West Coast Capstone 
Financial and had some contact with people confused about the 
similarity of the names.

Smith said he has not approached the West Coast Capstone Fi-
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nancial about changing its name and currently had no plans to 
do so, preferring to wait and see.

“We haven’t had any problems yet,” he said. “I don’t know what 
damage they can do.”

Pastor said in an e-mail that the Capstone Financial Group name 
“is a broadened extension of its predecessor Capstone Affluent 
Strategies. Capstone represents the pinnacle of one’s achieve-
ments. Affluent is a destination people aspire to. Strategies rep-
resents the firm’s ability to get you there. Our guiding principles 
are embedded in our name.”

The earnings forecast from Capstone Financial comes as the 
small-cap equity financing market surged in the fourth quarter, 
with a near doubling in the number of initial public offerings and 
double-digit increases in follow-on public offerings, private in-
vestments in public equity and registered direct offerings.

Pastor founded Capstone Affluent Strategies in 2012. Prior to 
forming Capstone, he was a managing director of Prudential 
Insurance Co. of America and a senior investment manager at 
Chase Investment Services Corp., where he and his team man-
aged $6.6 billion in client assets.

Schneider was previously a managing member of Cove Partners 
LLC from 2005 to 2012, and head of investment banking and 
special adviser to the board of Crown Financial Group Inc. from 
2002 to 2005.

Pastor and Schneider are also known for leading a failed public-
private effort to buy the National Hockey League’s Phoenix Coy-
otes out of bankruptcy. The purchase would have been financed 
with municipal bonds issued by the city of Glendale, Ariz.

In May, the NHL commissioner’s office rejected the bid because 
it involved a 15-year term of payment rather than a full upfront 
payment, Pastor and Schneider said.

In October, Capstone advised Instant BioScan LLC, a Tucson, 
Ariz.-based manufacturer of water contamination testing sys-
tems, on a $1.5 million debt financing. Capstone was paid a find-
er’s fee of $90,000.

Instant BioScan CEO Deward Manzer said in an interview that 
his experience with Capstone was more positive than any others 
he has had with investment banks.

Manzer said he chose to work with Schneider last March after 
meeting him at a cleantech industry conference. On the strength 
of recommendations from former clients of Schneider, Manzer 
said he agreed to hire him because of his experience and Cap-
stone’s ability to offer bond and other debt financing. Also, Cap-
stone offered better terms than were available in the venture 
debt market.

“We had a competition between venture capital and Capstone 
and chose Capstone,” Manzer said. “They were able to raise 
short-term money for us early. Thier ability to access different 
kinds of financing — bond and other forms of debt — was a god-
send for a manufacturing company.”

Venture capital “folk don’t like manufacturing these days,” he 
said. Meeting Schneider and Capstone “was a fortuitous connec-
tion that happened to us.”

Manzer said he is now working with Schneider and Capstone on 
a potential equity financing of up to $10 million.

Capstone Financial is in the process of completing the acquisi-
tion of a national independent broker-deal and registered invest-
ment adviser, Pastor and Schneider said. The deal with the New 
York-based firm is expected in the first quarter.

“Capstone does not currently manage any assets, however, our re-
cently announced acquisitions manage over $200 million,” Pastor 
said in an e-mail. “Moving forward, we plan to acquire at least 
one wealth management practice per month.”

Pastor and Schneider declined to identify the acquisition target, 
saying the deal is still being reviewed by the Financial Industry 
Regulatory Authority.

“The acquisition of the national independent broker-dealer is be-
ing conducted essentially to acquire highly qualified registered 
retail oriented investment advisers and expand Capstone’s over-
all marketing and distribution effort,” Pastor said.

Capstone currently has about six people in its investment bank-
ing division led by Schneider.

On Jan. 22, the firm said it was hired to advise and raise $130 
million in financing for nutritional supplement maker Twinlab 
Corp. to support its plans for a management buyout and future 
acquisitions.

“We are excited to play such an integral role in the growth of 
Twinlab, under [CEO] Tom Tolworthy’s guidance,” Schneider 
said in a statement. “By providing significant capital and finan-
cial advice, our goal is to help the company expand in the health, 
wellness, and nutritional supplement markets.”

A newly-created acquisition vehicle, Twinlab Consolidation 
Corp., will use about $106 million in net proceeds from the fi-
nancing to acquire some of Twinlab’s assets and to make three 
strategic acquisitions. Shareholders in the companies being 
acquired will receive a minority position in the acquisition ve-
hicle.

The shareholders include prominent individuals, including Am-
way Corp. heir David Van Andel.
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Twinlab’s Tolworthy could not be reached for comment. In Cap-
stone’s statement, however, he was quoted as saying “Capstone 
Financial Group and the outstanding team that CEO Darin Pas-
tor has assembled in Irvine have proven to be excellent part-
ners.”

Pastor and Schneider said the firm also has been hired to raise as 
much as $150 million for a beverage bottling company they de-
clined to identify because the client has not disclosed the deal.

“We target microcap and small-cap companies, both public and 
private concerns,” Schneider said. “We do that with an eye for 
clean technology and resource recovery.”

Capstone Financial will offer debt and equity raising services, he 
said.

“Our value added is being able to do both debt and equity,” Sch-
neider said. “We’re quite different from other investment banks 
in determining how to raise money.”

Schneider said that given his and Pastor’s attempt to buy the 
Coyotes, Capstone Financial has the experience to help its clients 
use private activity municipal bonds and industrial development 
revenue bonds in their capital raising.

Industrial development revenue bonds are a subset of the broader 
category of private activity municipal bonds. Other types of pri-
vate activity municipal bonds include certain waste-to-energy 
bonds and multi-family housing bonds.

Such bonds may be used by municipalities to support local busi-
nesses and create jobs, Pastor and Schneider said.

“When a company comes to us, we look at the use of the funds,” 
Schneider said.

If a $5 million capital raise is to be used to build a plant, private 
activity municipal bonds may represent a lower cost of capital 
for these companies because they come from a forgiving market 
with low interest rates, Schneider said.

Capstone also plans to use its relationships with high-net-worth 
clients of its wealth management business. There, the firm hopes 
to find accredited investors who will be interested in making pri-
vate investments in Capstone’s growth company clients.

“We will allow Affluent Strategies first crack at our capital rais-
ing clients,” Schneider said. “We would like to arm our advisers 
with product they would want to sell. It also allows us to attract 
better advisers.”


