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OATH OR AFFIRMATION
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Report Of Independent Registered Public Accounting Firm

Board of Directors

Centurion Institutional Services Inc

We have audited the accompanying statements of financial condition of Centurion Institutional

Services Inc wholly-owned subsidiary of CENTURION Counsel Inc as of March 31 2012

and 2011 and the related statements of operations changes in stockholders equity and cash

flows for the years then ended These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial

statements based on our audits

We conducted our audits in accordance with the Public Company Accounting Oversight Board

United States Those standards require that we plan and perform the audits to obtain

reasonable assurance about whether the financial statements are free of material misstatement

An audit includes examining on test basis evidence supporting the amounts and disclosures in

the financial statements An audit also includes assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall financial statement

presentation We believe that our audits provide reasonable basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects

the financial position of Centurion Institutional Services Inc at March 31 2012 and 2011 and

the results of its operations and its cash flows for the years then ended in conformity with

accounting principles generally accepted in the United States of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements

taken as whole The Supplemental Schedule Computation of Net Capital is presented for

purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 17a-5 of the Securities Exchange Act of 1934

Such information has been subjected to the auditing procedures applied in the audit of the basic

financial statements and in our opinion is fairly stated in all material respects in relation to the

basic financial statements taken as whole

4ict lflc

San Diego California

May 2012



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTUPJON Counsel Inc

Statements of Financial Condition

March 31 2012 and 2011

ASSETS
2012 2011

Cash 47345 47178

Due from affiliates 7567 3391

Prepaid expenses and other 1.503 2.964

56A15 53533

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and accrued expenses 10338 7841

Due to clearing broker 7576 15481

Due to affiliates _________ 777

17914 24099

Stockholdefs equity

Preferred stock no par value 5000 shares

authorized none issued and outstanding

Common stock no par value 45000 shares

authorized 1000 shares issued and outstanding 14000 14000

Additional paid-in capital 153071 123071

Accumulated deficit 128.570 107637
Total stockholders equity 38501 29434

56415 53533

See notes to financial statements



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTURION Counsel Inc

Statements of Operations

Years Ended March 31 2012 and 2011

2012 2011

Revenues

Commissions 29476 20519

Interest and investment income 285 2121

Other 3614 3471

Total revenues 33375 26111

Expenses

Commissions and clearing 3176 2632

Compensation and employee benefits 33631 31862

Communication and postage 11321 11660

Professional and other services 6592 10880

Licenses and registrations 7383 6848

Occupancy 5115 6679

Other expenses 1071 581

Total expenses 68289 71142

Loss before income tax benefit 34914 45031

Incometaxbenefit 13981 18012

Net loss $20933 $27.019

See notes to financial statements



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTURION Counsel Inc

Statements of Changes in Stockholders Equity

Years Ended March 31 2012 and 2011

Additional

Common Paid-in Accumulated

Stock Capital Deficit

Balance April 2010 $14000 98070 80618

Capital contribution 25001

Net loss 27.019

Balance March 31 2011 14000 123071 107637

Capital contribution 30000

Net loss 20933

Balance March 31 2012 $14000 $153071 S128.570

See notes to financial statements



CENTURION INSTITUTIONAL SERVICES INC
Wholly-ownedSubsidiary of CENTURION Counsel Inc

Statements of Cash Flows

Years Ended March 31 2012 and 2011

2012 2011

Cash flows from operating activities

Net loss $20933 $27019
Adjustments to reconcile net loss to

net cash from operating activities

Changes in operating assets and liabilities

Receivables 211

Due from affiliates 4953 10297

Prepaid expenses and other 1461

Accounts payable and accrued expenses 2497 5795

Due to clearing broker 7905 5654

Net cash from operating activities 29833 5057

Cash flows from investing activities

Cash flows from financing activities

Capital contribution 30000 25001

Net increase in cash 167 19944

Cash beginning of year 47178 27234

Cash end of year 47345 47178

Supplemental disclosure of cash flow information

Income taxes paid

Interest paid

See notes to financial statements



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTURION Counsel Inc

Notes to Financial Statements

THE COMPANY AND ITS SIGNIFICANT ACCOUNTING POLICIES

The Company Centurion Institutional Services Inc the Company is registered broker-

dealer licensed by the Securities and Exchange Commission SEC and is member of the

Financial Industry Regulatory Authority and the Securities Investor Protection Corporation The

Company provides broker-dealer services as an introducing broker-dealer clearing customer

transactions through another broker-dealer on fully disclosed basis

The Company is wholly-owned subsidiary of CENTURION Counsel Inc CCI And by

common ownership the Company is also related to PIM Financial Services Inc Bishop-Crown

Investment Research Inc and CHG Properties Inc

Accounting Estimates The preparation of financial statements in conformity with generally

accepted accounting principles requires management to make estimates that affect the reported

amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and expenses during the reporting

period Actual results may differ from those estimates

Revenue Recognition Security transactions and the related commission revenue are recorded on

trade date basis

Securities Owned Securities owned are stated at market value based on quoted market prices

Income Taxes The Company files consolidated federal and state income tax returns with CI

Holding Group Inc and subsidiaries The subsidiaries record their deferred and current taxes on

separate company basis The agreement provides that the subsidiaries are given credit in the

year incurred for any deductions net operating losses and credits that are subject to consolidated

tax return rules and limitations

The Company uses the liability method of accounting for income taxes whereby deferred tax

asset and liability account balances are calculated at the balance sheet date using the current tax

laws and rates in effect

Concentration of Credit Risk The Company maintains cash balances with various financial

institutions Management performs periodic evaluations of the relative credit standing of these

institutions The Company has not sustained any material credit losses from these instruments

The Companys customers are the clients of certain affiliates If the financial condition and

operations of the customers of those affiliates deteriorate substantially the Companys operating

results could be adversely affected Management performs ongoing credit evaluations of its

customers financial condition Provisions are established for estimated credit losses

Financial Instruments The carrying values reflected in the statements of financial condition at

March 31 2012 and 2011 reasonably approximate the fair values for financial instruments In

making such assessment the Company has utilized discounted cash flow analyses estimates and

quoted market prices as appropriate

PREFERRED STOCK

The Company is authorized to issue preferred stock which shall have no voting rights but shall

have preference in dividends and liquidation At March 31 2012 no preferred stock has been

issued



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTURION Counsel Inc

Notes to Financial Statements

RELATED PARTY TRANSACTIONS

Common expenses of the Company its parent and its affiliates including compensation and

benefits rent insurance utilities and office supplies were generally paid by certain affiliated

companies and allocated among the group based on such factors as labor hours and square

footage The Company was allocated costs of $1384 in fiscal 2012 and $2886 in fiscal 2011

Effective December 2010 the Company entered into Gross Lease for Multi-Lease Building

agreement with NetREIT Inc for 178.69 square feet of office space for term of three years at

base rate of $2.35 Under this lease the Company paid rent of $5039 in fiscal 2012 and $1680 in

fiscal 2011

INCOME TAXES

The effective income tax rate varies from the statutory federal income tax rate of 34% for the

following reasons

2012 2011

Expectedt federal income tax benefit $11871 $15311

State income tax benefit net 2110 2701

LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS

The Company had no borrowings under subordination agreements at March 31 2012 and 2011

NET CAPITAL REQUIREMENTS

Under Rule 15c3-1 of the Securities Exchange Act of 1934 the Company is required to maintain

minimum net capital as defined and ratio of aggregate indebtedness to net capital as

defined not exceeding 15 to

The Companys ratio at March 31 2012 was 0.73 to The basic concept of the Rule is liquidity

its object being to require broker-dealer in securities to have at all times sufficient liquid assets

to cover its current indebtedness At March 31 2012 the Company had net capital of $24431

which was $19431 in excess of the amount required by the SEC

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS AND
INFORMATION RELATING TO THE POSSESSION ANI CONTROL
REQUIREMENTS UNDER SEC RULE 15c3-3

The Company relies on Section ii of SEC Rule 15c3-3 to exempt them from the

provisions of these rules



CENTURION INSTITUTIONAL SERVICES INC
Wholly-owned Subsidiary of CENTURION Counsel Inc

Supplemental Schedule

Computation of Net Capital

Pursuant to SEC Rule 15c3-1

March 31 2012

Total stockholdefs equity $38501

Less non-allowable assets

Due from affiliates 7567

Prepaid expenses and other 1503

Net capital before haircuts on security positions 29431

Less haircuts on security positions

Excess insurance deductible 5000

Net capital $24431

Total aggregate indebtedness $17914

Ratio of aggregate indebtedness to net capital S113

Minimum net capital required 5000

Note There are no differences between the net capital reported above and the net capital

reported on Form FOCUSX-1 7A-5 Part hA at March 31 2012



Independent Auditors Report On Internal Control

Refluired by SEC Rule 17a-5g1

Board of Directors

Centurion Institutional Services Inc

In planning and performing our audit of the financial statements and supplementary schedules of

Centurion Institutional Services Inc the Company as of for the year ended March 31 2012

in accordance with the Public Company Accounting Oversight Board United States we
considered the Companys internal control over financial reporting internal control as basis

for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the

Companys internal control Accordingly we do not express an opinion on the effectiveness of

the Companys internal control

Also as required by rule 17a-5g1 of the Securities and Exchange Commission SEC we
have made study of the practices and procedures followed by the Company including

consideration of control activities for safeguarding securities This study included tests of such

practices and procedures that we considered relevant to the objectives stated in rule 17a-5g in

making the periodic computations of aggregate indebtedness and net capital under rule 17a-

11 and for determining compliance with the exemptive provisions of rule 5c3 -3 Because

the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by Rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control

and the practices and procedures referred to in the preceding paragraph In fulfilling this

responsibility estimates and judgments by management are required to assess the expected

benefits and related costs of controls and of the practices and procedures referred to in the

preceding paragraph and to assess whether those practices and procedures can be expected to

achieve the SECs above-mentioned objectives Two of the objectives of internal control and the

practices and procedures are to provide management with reasonable but not absolute assurance

that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of financial

statements in conformity with generally accepted accounting principles Rule 17a-5g lists

additional objectives of the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control or the practices and procedures referred to

above errors or fraud may occur and not be detected Also projection of any evaluation of them

to future periods is subject to the risk that they may become inadequate because of changes in

conditions or that the effectiveness of their design and operation may deteriorate



control deficiency exists when the design or operation of control does not allow management

or employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis signfIcant deficiency is deficiency or combination of

deficiencies in internal control that is less severe than material weakness yet important enough

to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that

there is reasonable possibility that material misstatement of the Companys financial

statements will not be prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first paragraph

and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined previously

We understand that the practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that practices

and procedures that do not accomplish such objectives in all material respects indicate material

inadequacy for such purposes Based on this understanding and on our study we believe that the

Companys practices and procedures as described in the second paragraph of this report were

adequate at March 31 2012 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management
the SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on

rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers

and dealers and is not intended to be and should not be used by anyone other than these

specified parties

4fc

San Diego California

May 2012
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