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UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION 

Washington, D.C. 20549 

ANNUAL REPORTS 
FORM X-17A-5 

PART Ill 

FACING PAGE 

0MB APPROVAL 

0MB Number: 3235·0123 
Expires: Oct. 31, 2023 
Estimated average burden 
hours per response: 12 

SEC FILE NUMBER 

8-29426 

Information Required Pursuant to Rules 17a-5, 17a-12, and 18a-7 under the Securities Exchange Act of 1934 

FILING FOR THE PERIOD BEGINNING 1 /Q 1 /2021 
MM/0D/YY 

AND ENDING 12/31/2021 
MM/DD/YY 

A. REGISTRANT IDENTIFICATION 

NAME m FIRM: Berthe! Fisher & Company Financial Services, Inc 

TYPE OF REGISTRANT (check all applicable boxes): 

l!J Broker-dealer □ Security-based swap dealer 0 Major sec urity-based swap participant 
□ Check here If respondent Is also an OTC derivatives dealer 

ADDRESS OF PR INCIPAL PLACE OF BUSINESS: (Do not use a P.O. box no. ) 

4201 - 42nd St. NE Suite 100 
(No. and Street) 

Cedar Rapids IA 52402 
(City) (Sta te) (Zip Code) 

PERSON TO CONTACT WITH REGARD TO THIS FILING 

Brian Rupp 319-44 7-5700 brupp@berthel.com 
(Name) (Area Code - Telephone Number) (Email Address) 

B. ACCOUNTANT IDENTIFICATION 

INDEPENDENT PUBLIC ACCOUNTANT whose reports are contained in this filing* 

Marcum LLP 
(Name - if individual, state last, first, and middle name) 

Nine Parkway North Suite 200 Deerfield IL 60015 
(Address) (City) (State) (Zip Code) 

10/16/2003 688 
(Date of Registration with PCAOB)(if applicable) (PCAOB Registration Number, If applicable) 

FOR OFFICIAL USE ONLY 

• Claims for exemption from the requirement that the annual reports be covered by the reports of an independent publ ic 
accountant must be supported by a statement of facts and ci rcumstances relied on as the basis of the exemption. See 17 
CFR 240.17a-S(e)(l)(ii), if applicable.. 

Persons who are to respond to the collection of information contained in this form are not required to respond unless the form 
displays a currently valid 0MB control number. 



OATH OR AFFIRMATION 

I, Brian Rupp swear (or affirm) that, t o the best of my knowledge and belief, the 
financial report pertaini ng to the fi rm of Berthe! Fisher & Company Financial Services, Inc , as of 

12/31 2~, is true and correct. I further swear (or affirm) that neither the company nor any 

partner, officer, director, or equivalent person, as the case may be, has any proprietary interest in any account classified solely 

as that of a customer. 

~ t Commission Number 823304 
• ,. ' r; My Commission Expires 

._., CHELSEA HAUGH 

~~ January22,2023 

Notary Public 

Thi~ili ng** contains (check all applicable boxes): 

!LY (a) Statement of financial condition . 

~ (b) Notes to consolidated statement of financia l condition . 

0 (c) Statement of income (loss) or, if there is other comprehensive income in the period(s) presented, a statement of 

comprehensive income (as defined in§ 210.1-02 of Regulation S-X) . 

D (d) St atement of cash fl ows. 

□ (e) Statement of changes in stockholders' or partners' or sole proprietor's equity, 

□ (f) Statement of changes in liabilities subordinated to claims of creditors. 

Gr (g) Notes to consolidated financial statements . 

D {h) Computation of net capital under 17 CFR 240.15c3-1 or 17 CFR 240.lSa-l, as appli cable. 

0 (i) Computation of tangible net worth under 17 CFR 240.18a-2. 

D (j) Computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR 240.15c3-3. 

□ (k) Computation for determination of security-based swap reserve requirements pursuant to Exh ibit B to 17 CFR 240.15c3-3 or 

Exhibit A to 17 CFR 240.18a-4, as applicable. 

D (I) Computation for Determination of PAB Requfrements under Exhibit A to§ 240.15c3•3 . 

0 (m) Information re lating to possession or control requirements for customers under 17 CFR 240.15c3-3. 

□ (n ) Information relati ng to possession or control requirements for security-based swap customers under 17 CFR 
240.1Sc3-3(p)(2 } or 17 CFR 240.lSa-4, as applicable. 

□ (o) Reconciliations, including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net 

worth under 17 CFR 240.15c3-1, 17 CFR 240.18a-1, or 17 CFR 240.18a-2, as app licable, and the reserve requirements under 17 

CFR 240.15c3-3 or 17 CFR 240.18a-4, as applicable, if material differences exist, or a statement that no material differences 

exist. 

□ jp) Summary of financial data for subsidia ries not con.solidated in the statement of financial condition. 

if (q ) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 24D.17a-12, or 17 CFR 240.18a-7, as applicable. 

□ (r) Compliance report In accordance with 17 CFR 240.17a-S or 17 CFR 240.18a-7, as applicable. 

□ (s) Exemption report in accordance with 17 CFR 240.l 7a-5 or 17 CFR 240.18a-7, as applicable. 

D (t) Independent publ ic accountant's repo rt based on an examination of the statement offinancial cond ition. 

D (u) Independent public accountant's report based on an examination of the financial report or financial statements under 17 

CFR 240.17a-S, 17 CFR 240.18a-7, or 17 CFR 240.17a-12, as appl icable. 

D (v) Independent pub lic accountant's repor t based on an examination of certain statements in the compliance report under 17 

CFR 240 .17a-5 or 17 CFR 240.18a-71 as appl icable. 

□ (w) Independent publ ic accountant's report based on a review of the exemption report under 17 CFR 240.17a-5 or 17 

CFR 240.18a-7, as applicable. 

D (x) Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.1Sc3-le or 17 CFR 240.17a-12, 

as applicable. 

□ (y) Report describing any material inadequacies found to exist or found to have existed since the date of the previous audit, or 

a statement that no material inadequacies exist, under 17 CFR 240.17a-12{k) . 

□ (z) Other: - - - ----------------- ---- ---- - ------- ­

**To request confidential treatment of certain portions of this filing, see 17 CFR 240.17o-5(e)/3) or 17 CFR 240.18a-7(d)(2), as 
applicable. 



MARCUM 
ACCOUNTANTS • ADVISORS 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Stockholder of 
Berthe) Fisher & Company Financial Services, Inc. 

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of Berthe! Fisher & Company 
Financial Services, Inc. (the "Company") as of December 31, 2021 and the related notes 
(collectively referred to as the financial statement). In our opi11i on, the statement of financial 
condition presents fairly, in all material respects, the financial position of the Company as of 
December 31, 2021 in conformity with accounting principles generally accepted in the United 
States of America. 

Basis for Opinion 

This financia l statement is the responsibility of the Company's management. Our responsibility is 
to express an opinion on the Company's financial statement based on our audit. We are a public 
accounting finn registered with the Public Company Accounting Oversight Board (United States) 
(PCAOB) and are required to be independent with respect to the Company in accordance with the 
U.S. federal securities laws and the applicable mies and regulations of the Securities and Exchange 
Commission and the PCAOB. 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require 
that we plan and perform the audit to obtain reasonable assurance about whether the financial 
statement is free of material misstatement, whether due to error or fraud. The Company is not 
required to have, nor were we engaged to perform, an audit of its internal control over financial 
reporting. As part of our audit we are required to obtain an understanding of internal control over 
financial reporting but not for the purpose of expressing an opinion on the effectiveness of the 
Company's internal control over financial reporting. Accordingly, we express no such opinion. 

Our audit included performing procedures to assess the risks of material misstatement of the 
financial statement, whether due to error or fraud, and performing procedures that respond to those 
risks. Such procedures included examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statement. Our audit also included evaluating the accounting principles 
used and significant estimates made by management, as well as evaluating the overall presentation 
of the financial statement. We believe that our audit provides a reasonable basis for our opinion. 

We have served as the Company's auditor since 2021. 

Deerfield, lllinois 
March 30, 2022 

1\,1/.\RCUMGROUP 
ME M BER 

Marcum LLP • Nine Parkway North • Suite 200 • Deerfield. lllino,s 60015 ~ Phone 847 282.6300 • Fax 847 282.6301 • www.marcumllp.com 



BERTHEL FJSHER COMPANY FINA t CIA L SERVICES, INC. 
(A \ holly Owned ubsidiary of Berth el Fisher Company) 

ST A TEME T OF Fl ANCIAL CONDITION 

DECEM BER 31 , 2021 

Cash and Cash Eq ui va lents 

Deposit wit h '(earing Broker 

Due from Clearing Broker 

Commissions Receivab le 

Income Tax Receivable, Parent Company 

Other Receivab les , Including Affi liates 

Inves tments ln Securiti es: 
Marketable, at Fair Value, Cost of S 19,425 

Notes Receivable, net 

Property and Equ ipment, net 

Other Assets 

Goodwill 

TOTAL AS ETS 

ASS ETS 

LIABILITIES AN D STOCKHOLDER'S EQUIT 

LIABILJTlES 
Commission Payable 

Account Payable and Other Accnied Expense 

Deferred Income Tax Liability, Parent Company 

TOTAL LIA BILITlES 

STOCKHOLDER'S EQ UITY 
Common Stock No Par Value, Au thorized 250,000 Share ; 

Issued and Outstanding 195,069 Shares 

Series A Cumulative, Convertible Preferred Stock, o Par Va lue 

Authorized 50,000 Shares, Issued and O utstanding 4 182 Share 

Addi tional Paid-In Capi tal 

Accumulated Defic it 

Total Stockholder's Equity 

TOTAL LIABILITI ES D STOCKHOLDER' EQUITY 

The accompanying no tes arc an in tegral part or thi slatcmcnt. 
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$ 2.850,997 

100,000 

839,543 
386.699 

215.356 
387, 14 1 

23 

630,28 1 
5,254 

67 832 

3,880,029 

$ 9,363 ,155 

$ I 315,585 

743,4 19 

6 19,000 

2.67 ,004 

2,821, 148 

300, 142 

12 245,873 

( 8,682,0 12) 

6,685, 15 1 

$ 9 363 , 155 



BERTl-fEL FISHER & COi\'IPAl\'Y Fll'iA 'CIAL SERVICES, INC. 
(A Wholly Owned Subsidinry of llcrthcl Fisher & Company) 

NOTES TO FINANCIAL STATEM ENTS 

NOTE I - NATURE OF BUSll\'ESS A 10 SIGNIFICANT ACCO U1 TING POLICIES 

P<1ge 5 

Naiurc o[B11si11ess: Berthe! Fisher & Company Financial Services, Inc. (tbc "Compnny"), a wholly owned subsidiary of 
13erthcl Fisher & Company (the "Parent" ). The Company is a broker-dealer n:gistercd with the Securi ties and Exchange 
Commission (SfC) under 1hc Securities Exchange Ac1 of 193-1 nnd is registered with the Commodity Futures Trading 
Commission (CFTC) as aa int roducing broker, a member or the Financial Industry Regulatory Authority (FINRAJ, 1hc 
St:curities Investor Prolection Corporation (SI PC). and the National Futures Association (NFA). The Company is a 
securities broker-dealer and a registered invcs1mcnt ndvisor that sells various securities such as equity, fixed income, 
mutual funds, insurnnce, and direct investment products. 

The Company i, a fully disclosed broker-dealer. All trades arc transacted through a clearing broker or through mutual fund 
and variable nnnuity product sponsors. 

Basis o[Prescutatiou: The financial statements have been prepared in conformity with accounting principles generally 
accepted in the United States of America (··GA/\ P"). 

C11sh am/ Casi, Eq11iva/e11ts: The Company considers all highly liquid investments purchased with an original maturity 
of three months or less to be cash equivalents. Cash and cash equivalents include cash held by cleari ng brokers of$436, 155 
as of December 3 I, 2021 . 

Deposit 11•itl, C/eurilll! Firm: The Company is required to hold an introducing J-inn tkposit in the name or the Company 
with its clearing firm per the terms of the clearing agreement. 

Cr1111111issio11s Receiv11b/e: Receivables from clearing broker and commissions receivable primarily consists of 
commission and transaction-related receivables and receivables from affiliates. 

Estimt1tes: The preparation of financial statements in conformity with GAA I' requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities tll 
the date of the financial sratements and the reported amounts of revenues and expenses during the reporting period. Actual 
results could differ from those estimates. Significant estimates include the goodwill impai rment testing and the 
determination of I itigation accruals. 

/1111est111e111s i11 S ec·urities: Investments in securities consist primarily of marketable equity st:curilies. Security transactions 
are recorded on a trade date basis. Interest income is accrued as earned and dividend income is recognized on the ex­
dividend date. 

Investments in equi ty securities with readily determinable fair values. arc reported at lair value. which arc based on quoted 
market prices for s imilar investments. 

Notes Receivable: The Company provides forgivable loans to certain registered representatives primarily for recmiting 
and retention purposes, including assisting new regis tered representatives in transition costs incurred moving client 
accounts to the Company. These loans arc recorded al face value at the time the loan is made. These loans do not bear 
interest and will be amortized over three to five years from the approval date. In the event a representativt:'s affi lia tion 
terminates prior to the tern, or the note, the representative is requi red to rcpny the original balance o r the note. Forgivable 
lo:ins totaled S877,3 I 5 with accumulated amortization of $247,034 as of December 31, 202 1. Amortization expense is 
included in commission and compensation expense in the statement or operations. Management 's est imate ur the 
allowance is based on the status of the representative's ;iffi liation with the Company, includ ing the representa tive's 
payment history. As of December 3 1, 2021, there is no allowance for uncollectable accounts associated with these 
receivables. 

Gootlwi/1: The Company is required lo assess good\\ ill for impairment annually. or more frequently if circumstances 
indicate impairment may have occurred. Management perfo nns goodwi ll testing as o r December 3 1, 202 1. Using a 
quantitative approach, mnnagcmcnt determined that as of December 31, 202 1, there was no impairment. 



Ul::lffll l::L FIS IIER & COMPAN Y FI NAl'iCI L SE RVICES, l.i'iC. 
(A Wholly Owned Suusidiary or lkrthcl Fisher & C omp:111)) 

NOTES T O FJ.NANCIAL S TATDIENT S 

NOTE I - 1\·ATLIRE OF llllS L I::SS AN D SIGi\lFICA.\T ..\CCOul'iTING POLICIES (ConunucdJ 
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/11cu111e 7i t.\"I!.\ : The Company is im:luJed in the con:.oliJakd fi:1.kral income tax return filt:J by tk Parent. Federal ineo!llc 
t.txes arc cu k ulatcd us 1ftl 11: Company l'i k d on a s1.·pan111.· return ba,is. us the amount of cur~ nt tax or b1.·nc1'11 rnlculuted is 
either 1·c111ittcd to or received from th<.: l'are111. The amount of current and tkfcrn:J Laxc:. payable or refumlabk b rerngniLcd 
as of the date of tlie fina11cial st:Hernem:.. uti li2ing cum::ntly en:1cted tax laws nud rates. Dc·fcrn.·-d tax. expenses or benelits 
are m:ogniLed in the financial swtemem, fur changes in dcfc1w J 1.,x liabilities or as~cts betv. ce11 years. 

lJcfcm•J taxe, arc pruvided on a liabi lity method ,, hereby deferred ta>. a.!>SCLS arc recognized for deductible temporary 
differences and operating lo;;s and tax credit carryforwards and dcfrrrcd liabili ties are recognized for taxable remporary 
differences. Tcmporarydiffcrcnce me the di fferences between the reported amounts ofa5sc1· and liabil ities and their lllX 

basis, Deferred lox nssc1s arc ,educed by a vnlumio 11 nllowMcc v. hen, in the opi11i1.1n of r11anagcment, it b 111orr I ikcly thon 
no1 that some portion or all or the d..:ferrcu tax assets will 1101 be realized. Ddenc<l lax assets and liabilities arc aclj uMcd 
for the effect:; of change~ in rnx laws aud rnte on the dale of enactment 

When tn.~ 1-:1urns arc rilccl. it is highly ecnnin thnt vme position~ taken would be ,ust.iincd upon eirnminarion by the rnx ing 
authorit ies. while others are subject to 11ncertnimy abom the meri1s of the posi t ion taken or the nmount of 1he position that 
would be ultimately sustained. The benefi t of a tax position is recognized in 1he fi nancial statement in the period during 
which. based on all nvoilnble evidence. management believes it is more likely than no t tha1 the posi tion will be su~wine(I 
upon exnmination. including the resol111ion of nppeal~ or litigat ion proees~es. if any. For the year ended December 31, 
202 1. the entity had no material uncennin 1r1x positions th:it are required to be recorded. 

Prnp,•1·11· and E1111irm1e11t: Property and equip111cnl is slated 111 i.:os1 less allowances ln r depreciation. For financial reporting 
purposes. depreciarion is compu1ecl hy the stra ight-line method over the c'-limllled useful lives. 

Co111111n11 S w ck: In the ordinary course ofhusincss, the Pan:nl of the Company ha.-; entered into linancing agreements that 
require il to plcdgc the Company's common stock as collateral. This is 1101 1rca1ed as a deduction for ncl capital purpo.l-CS. 

Accrued Litigation Co11ti11gc11cies: The Company considers the fol I m,-i ng factors in dc!l:m1ining whether aCl'rtm l and/or 
disclosure or litigation contingencies should he made lo the financial slatemcnt: I) the date of occunencc for the m use o i' 
action, 2 ) thc degree o f pmhahihty of an unfornrahlc outcome and J) the abil ily to rc,L~onahly estimate the amount of the 
loss. Sec Nole 7. 

Fair I ·alue Met1s111·e111e11ts: ·1 he r air Value 1\-kasurcmcnls Topic of the FASH Cod1lka1ion applies t., all assets and 
liabil ities th.it arc 111c;1surcJ aml rcpurled un a lair value ba.~is. 'llu: fair vuluc hk:ran:hy giH-,, the highl·sl priority tu quoted 
prices in acti\t~ nu-irket~ for identical assets or liabilities (Level I) anti the lowe,~t priority to unub:.crvabll' input~ (Level 3). 
Inputs are broadly defined under th r:; topic as a,sumptions market parlit:ipants wouk.l use 111 pricing an asset or liabili ty. 
The tlm:e bcls ol' lhc fair value hierarchy under this topit.: arc J c.,cribcd below. 

Level I - Unadjusted quu1ed prrccs in active markets for identical assets or liabi l11ie~ that the rcportrng ent ity has the 
abil ity 10 access the mea.,uremenl date. 

Level 2 - Inputs other than quoted prices within level 1 that are obsc1, able for the a~~ct or liability. either directly or 
indirectly; nnJ fai r value is uctermi11ed thl'Ough the u~.,-, of model,, or other vuluntion methodologies. A significant 
a1.ijustment to a k\ cl 2 input could result in the tc,·cl 2 measurcm.:nt becoming :1 level J measurement. 

Lc,·cl 3 - Inputs ure u11obse1, able ror the ,ucl or liability ,rnd include situ11iio11s ,, here there is liule. ir any. market 
ac1iviry for 1he asset or liability. The inputs into the determinat ion of fair value are based upon the best information 
in the circumstnnces :rnd may require signifi cm11 management judgement or estim:uion. 

111 ccn ain en es. the inputs used to measure fa ir rn luc may fo ll into di fferent levels of the fai r va lue hierarchy, In sud1 
c«sc • an investment's level within 1he fni r value hierarchy is based on the lowest le\ el o f input Lh,11 is significant to the 
ra ir value niea;;urc111c11 1. The Company's assessment oft he signilicancc of a panieul:i r input 10 the fa ir value mcasureme111 
in its ent ire ty requires j11dgme111. and considers factors speci fic 10 the inves1111c111 The following section describes the 
vnl11a tio11 techniques used by the Company 10 measure different financial ins1rumi:111s at fair ,aluc and include lhc level 
wi1hin the fn ir \'ah1c hierarchy in which the financial instrument is ca!cgc,rizcd. 



BERTH EL FISHER & O1\'lPAl'iV Fl A CIAL "ERV[ ES, I ' 
(A Wholly Owned uhsidiury of Berl hcl Fi ·her & Company) 

OTE TO FINANCIAL ST TEMENTS 

l OTE 1- AT RE OF IJU I 'ESS AN D SIGNIFICA: 1T A CO 1TI G POLICIES (Cun •luclcd) 

lnvc tments in securities traded on a national ecurities exchange arc stated at 1·he last reported sulcs price on the Jay of 
valuation. MC>ney market fo nd arc staled al the ncl a ·sci value ( A ) per ha re or the fund and classi licd a · I vc l I. The 
NA V is primari ly dch::rmim:d ba·e<l on the underlying assets and liabilities lu:l<l in the ti.ind. There are no finam;ial 
instruments cla silicd as level 2 or J. 

There have been no dinngcs in al ualion 1cch11iqucs u cd for :my a sets mcasurc I al foir va lue cllaring the year ended 
December 31, 2021 . 

There were no transfers of assets between level I, 2 and 3 of the fo ir value hierarch y during the year ended December I, 
202 1. 

Subsequeut £11e11ts: The 'ompany has evaluated ·ubsequent events for potential recognition and/or disclosure through 
March 30, 2022, which is lhc datc these financial stalcrnrnts were issued, noting nonc. 

NOTE 2- RELATE D PARTY TRA SACT01 S 

The ompany et1Lers into various transacti.ons and nmmgemenls ~ ilh its Parent an I aili li ated companic . 

!\. of December 3 I. 202 1, the Company reco rded a receivable from affil ialcs for S206 097 recorded \ ithin other 
recei ables and an inco1ne ta.x receivable from the ompany's Parem for S215 ,356. 

NOTE 3- OTES RECEI ABLE 

Note · receivable as of December 3 1, 2021 consist f: 

Various uncollatera li zed notes rece ivables due from brokers 
Les · accumulated amortization of forgivable notes 

NOTE 4 - 1. . Oi\JE TAXES 

$ 877,315 
(247,034) 

630,281 

The rc ' ults oi'thc 'ompany's opcralio □s are included in tbc consolidated tax returns of the Parent. 

Ccnerally, this al location re uh in prolitablc companies recogn izing a tax provision m; if the individual company fih.:d a 
separate return and loss companies recognizing benefits to the e ·tent their losses contribute to reduce consolidated taxes. 
Defem:d income Laxes have been es tablished by each member of the consolidated ,group bused upon the temporary 
differences within the entity . 

Dcfcrrc.d income lax liahilit wi th the Paren t is pro ided on difference between fin ancia l reporting and income ta. basis 
of accounting. The difference arises primarily from differing methods used to account for allowm1ce fo r doubtful accounts, 
accrued cxpcnscs, amonization or intangibles and net operating losses. 

Incl uded in dcfem::d income tax as ets arc rederal and slate ncl operating loss carryl"orwards of" approximately $4,000,000 
and S2.800,000 as of December 3 I, 202 I. These los carryforwards expire through 2038. 

/\t December I, 2n21, the ompany has a valuation allowa nce recorded against th1.: porti 11 r the dele n·cd tax a ·set. 
related to federa l and state net operating loss carryforwards due to uncerta in ties surrounding the Company's abili ty to 
generate fu tu.rc taxable income. 

Tlw Parent and Company li lc income lax return. in U. ·. federal juri ·dicti on and vurious states as nccc ary. With a few 
exceptions. the Parent and ompany arc no longer subject to .. federa l, stale, and local tax examination. by tax 
aulh urit it;s for yea rs before 201 8. 



Bl::RTI-IEL FISIIER & COl\lPANY Fl 'Ai'-Clt\L SERVICl::S. l~C. 
(A Wholly Owned . uhsidi11ry or Bcrthc, I Fi hC' r .. ~ Com pan~ ) 

NOTES TU FINANCIAL STATD'ILNTS 

NOTE 5 - SERI ES A CUl\l LATIVE, CONVl::RTIBLE PHEFElrn.ED STOC K 

Page S 

The Board of Om:ctors h:,s authorized 50.000 shun:~ of SeriL"S A cumulative, i.:onvertibk preferred ~tod .. Thl' preferred 
;,tock has prclcrcm:e in liquidation nver 1h1.• c.:ornmon stockhollkr. Th1.· shares cam a cumultttivc.: six percent annuul 
dividend. 'J he Ll1vidcn<ls arc: pnyublc: f'ro111 net profit;, of the Company aml will be pc1id before Elli)' di\'idem.ls arc pnid tu 
the comnlun s1ockholdcr. Unpaid dividends will accrue in arrears and become a liability ofLhe Company if net profits un: 
in;,ufli1.•ient 10 pay th1.• stockholder. Tltc Serie~ A stoel-.holdcr may couvc.:n ead1 of ib shares of preferred stod. into one 
share or t:u111111011 stuck of the Company. as subject to a<ljustml'lll. from time to time, in accord.incc wiLh the agreement. 
Th1.• Company. by resolution of the Oo11r<l of Director~. Ht any time. may redeem any ou1~1anding preferred ~har1::s by paying, 
lhc stockholder the consideration originally gi\ Cn plus all accrued and unpaid dividends. In 202 1. the Company declared 
and paid $18.0 IO dividends on preferred stock. 

OTE 6-NET CA PITAL REQl llRIDH:NT 

The Company i$ subject to the ccuri1ics and Exchange Commi~sion Unifo rm Net Capital Ruic (nilc 15c3-IJ. which 
l'cquires 1hc maintenance of a minimum amount of net c,1pi1al nnd rcq11irl'S that the rat io or aggregote indebtedness to net 
capital, both as dclincd. shall not exceed 15 IO I. Ruic 15c3-I also provides time equity capital mny not be withdrawn, or 
cash dividends paid. iflhc resulting net capital rntio would exceed 1010 I. As oi"Deccmbcr 31. 2021. lhc Company bad 
net cnpital of $1,429.212 calculated under Rule 1 :icJ-1. which wns ~ 1.291,946 in exces~ or its required net capiial 
requirement of S 137,267. The Company's net ~·apirnl rntio was I .-14 to I. 

The Narionnl Financial Services clearing agreement requires the Compru1y nmi111ain SS00,000 in net capita l. 

NOTE 7- COl\ l l\llTMF.NTS A 'O COl\'Tl i\ GF. ·ctES 

111 the normal course of business, the Company has been named a dcfrndantlrc:;pondcnt in or party 10 pending and 
threatened legal actions, including .irh. it ration.~, class act ions, and nlher litigation brought on behalf M various claimants. 
Some of the d,1imants seek material anc.Llllr indclen,1inahlc :.unmmts. Certain nf these actions and proceedings arc hascd 
on alleged violations of securities laws. consumer prnh:l·tinn and other laws and may involve claims for substantial 
lll()newry damages asserted against the Company. 

The· Company recognizes a legal liability when management hdien:s 1t is prnbable that u liahllity has been incurred and 
the amount <.:an be n:asonably estimated. Conclusions 1,n the likelihood that a liability has been innin-e<l and esurnatcs as 
to Lhc amount of the.: liabili ty arc based on rnn~uhations with Gcn1.•rul CuLmsd of the Company whCI. when sj1ua1ions 
warr.mt, may engage and co11.,,ult cxlcrnal eou11.,l:I to as;.ist with the cvaluatmn and handk certain matters. Legal lees for 
Ul'lcn~c tu?>t~ arc cxpcnse<l as int'um:tl. The Company will tonlinuc.: to identify lc:gal action~ whc.:re the Comprrny bcli-:vcs 
a malcnal loss 10 be n:asonably possible.: urid reasonably C?>tinrnbk. Then: can be nu as!,uranee that matl'nal lussc;. will not 
be mcurn:d frum cbims th1.· Company has mH yct bl·en no1ifi1.·<l uf or arc nut ycl detcrm1m:d to be: probable or n:usonably 
possible und rcaso11abk lo l ' timace. 

The Company wa!> i11ws1igated by the SEC regarding whctJ1er the Company breached its f'iduciary dutil's or other 
ublig,llions by rcceiving SI£ Ruic I 2b- I l~---e!> from mutual funds and other fees. in investment advisory account~, including 
but not limited to revenue sharing payme111s and "mnrl.ups" on C).pcnsc;. from its clear ing firm. During the year cr,tled 
Lkco.:mber 31. 202 l. a scule111c111 wa. reachctl with Lhc SEC. J'hc Cu111pany paid prcjudgmc111 inll'rcst in the amount of 
$25.% .0 I aml 11 civil money penally in the amow11 of S235.000. 

Where available information indicates that it is prob;1bk that a habiliry ha~ been incurred a11d the Company can rca.,onably 
cs1imate the amoum or that loss, the Compan}' accnrcs the estimated loss b}1 a chnrge to 11c1 income. The Company has 
open claim r:mging frnm un-pccified damages up to I. I mill ion and Approxima1ely S-t.9 million in aggreg.itc. The 
C(llllpuny also accrued$ I 50.000 in accou11ts payable and othc:'r accm1.•d cxrcnscs relating 10 these nrnllc:'rs. It is possible 
some of the matters could require the C'ompru1y tu make .rdditional payments or establish accruals in amounts that could 
not be estimated nndlor c01rld exceed those accrued as of December 31. 2021 . 
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The Company maintain · E&O insuram;e to protec t itself from potential damages and/or lcg<1 I co ·ts associated witb certain 
litigation and arbi1ra1ion proceeding· and, a: a re ult, in a majorit ofca cs, the Company' · expo ure i · limited to applicable 
policy limi tations, exclusions and tleducliblc levels based on products in any one case. Ir a claim is setrletl , anti it is 
clctennined that the sclllemcnl amount is due from the insurance can-icr, the Company records a recei vable from the 
insurance carrier and a payment to the clai1m111l for the amount of the settlement. 

The Company also maintains n fidelity bond to protect itself from potential damages and/or legal costs related m fraudulent 
activities pursuant to which the Company's exposure is usually limited to the deductible per case, subject to policy 
limitations and exclu ions. 

NOTE 8- FINA CIAL 11 , TRlJ IF:NTS WITH OFF-BALA. CE, HEE' RI K 

Customer tran actions arc introduced 10 and cleared through cl nring brokers. Under the 1erm of its clearing ngrcc111c11t, 
the Company i. required to guarantee the pcrfonnance of its customer · in meeting contracted ob li gations. uch transactions 
may expose the Company lo signilicant off-balance sbccl risk in tbc event margin requirements arc not sufficient lo fu lly 
cover lo. ses that customers may incur. In the event a customer fail. to satisfy its ob ligations, the Company may be required 
to purchase or sell financial inslrumcnl · 111 prevailing mnrkct prices lo fulfill the cu lomcr's obliga tions. In conjunction 
wiLh the clearing bl'okers, the Company seeks to wnlrol the risk · a. sociated with its customers' activities by requiring 
custom rs lo maintain collalcral in compliance ith various regulatory and internal guid lines. Compliance with the 
various guidelines is monitored daily and , pursuant to such guideline . the customer ma_ be requ ired to depo it additional 
collatera l or reduce positions , here necessary. 

The Compnny does not anticipate nonpe1formance by customers or its clearing brokets. In add ition, the Company lms a 
policy or reviewing, as consid red ncccssa,y, the clearing broker , ith I hich it conducts bu.sine s. 

The Company muinlains it ca h in ban.k deposi t accounts which, at times, muy exc"ed fcdcru Lly insu1-.:!tl limit~. The 
Company has not experienced any losses in such accounts and believes it is not exposed to any significant credit risk on 
cash and casb equivalrnts. 

Fair J a/ue: The following rable presents the Company's fair \'aluc hierarchy for those assets and liab ilities measured at 
!"air val ue on a recurring basis a of December 3 1. 2021: 

Common lock 
Money market fund, included in 
cash and cash equivalenls 

NOTE 9 - INDEM. 'lFICA TIONS 

Quoted Prices 
In Active 
larkets For 
ldenticnl 
Assets 
Le el I 

23 

380.3 13 
380,336 

Fafr Value Measurements sinu 

Significant 
Other 

Observable 
Inputs 

Level 2 
-0-

-0-
-0-

ignificanl 
Unobservable 

Inputs 
Lcvcl3 

-0-

-0-
-0-

Total 
23 

380,3 13 
$ 380.336 

In tl1c normal oursc of its business, the ompan indemnities and guarantee. crtain scr ice providers, such as cleari ng 
and custody agents trus tees, an<l ad111inis1 ra tor ·. again ·t spccilied p tc111ial losses in co1111ei.:tion with 1hcir acting as an 
agent of, or providing er ices to, the Company or its affiliates. The Company al o indemnilie some clients against 
potentia l las ·es incurred in the event specified third-party service providers, including sub-custodian · and third-party 
brokers , improperly execute transnctions. 
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The Company provides representations and warranties to counterparties in connection with a variety of commercial 
transactions and occasionally indemnifies them against potential losses caused by the breach or those representations and 
warranties. The Company may also r rovide standard indemnifications to some counterpartics to protect them in the event 
addi tional taxes arc owed or payments arc withheld, due either to a change in or adverse application of certain tax laws. 
These indemnifications generally are standard contractual terms and are entered into the norma l course of business. These 
indemnifications generally arc standard contractual terms and arc entered into the nonnal course of business. 

The maximum potential amount of future payment that the Company t.:ould be requ ired to 1m1ke under these 
indemni fi cations cannot be estimated. However, the Company believes that it is unl ikely it wil l have to make material 
payments under these arrangements and has not recorded any contingent liabi lity in the financia l statements for these 
indcmni fications. 

NOTE 10 - MANAGEMENT PLANS 

for the year end ing December 31. 2021, the Company has generated significant operating losses. Liquidity needs or the 
Company have been met through capital contributions by its Parent. The Company's future liquidity and capita l 
requirements wi ll be innucnced by numerous factors, including its ability to increase revenue und reduce expenses. Tbc 
Company may need to continue raising additional capital and obtain financing to meet its needs. The Company has the 
ability to do so through future capital contributions from its Parent. The Company is continuing its efforts to increase 
revenue and reduce expenses. Managernenr's plans to improve profitability include a reduction in management fee which 
is a result of expense reductions and open positions not being replaced. Management also plans to continue their efforts 
to reduce threatening legal actions, including arbitrations. class actions, and other litigation brought on behalf of various 
claimants. 


