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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
of N ¥

Pissanciat, LA

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of XKuerpy Finagcird, 110 as of June 30, 2018,
the telated statement of income, changes in member’s equity and cash flows for the year then ended, the related notes
aud schedules, {collectively referred to as the tinancial statements). Tn our opinion, the financial statements present
fairly, in all material respects, the financial position of xeergy Financial, LLC as of June 30, 2018, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Basis for Opinion

These tinancial statements are the responsibility of Nuerg: Fitancisi, 100 s management. Our responsibility is to
express an opinion on Xucegy Eiuancial, L1407 financial statements based on our audit. We are a public accounting
fiem registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to
be independent with respect to Xneruy Fioansial, L1 tn accordance with the U.S. federal secutities laws and the
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted out audit in accordance with the standards of the PCAOB. Those standatds requite that we plan and
perform the audit to obtain reasonable assurance about whedher the financial statemeats are free of material
misstatement, whether due to error or fraud. QOur audit included petforming procedures to assess the risks of matertal
iisstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to
those risks. Such procedures included examining, on a test basis, evidence regatding the amounts and disclosutes in
the financial staternents. Qur audit also included evaluating the accounting principles used and significant estimates
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our
audit provides a reasonable basts for our opinion.

Supplemental Information

The Schedule I, Computation of Net Capital Under SEC Rule 15¢3-1 of the Securities and Exchange Commission
and Schedule 1, Determination of Reserve requirements Under Rule 15¢3-3 of the Securities and Exchange
Commission and Schedule 11T, Information Relating to possession or Control Requitements Under Rule 15¢3-3, has
been subjected to audit procedures performed in conjunction with the audit of Xowizy £t

statements. The supplemental information is the responsibility of Xneegy Fiasnaial, £.1.4"2 management. QOur audit
procedures included determining whether the supplemental information reconciles to the financial statements or the
underlying accounting and other records, as applicable, and petforming procedures o test the completeness and
accuracy of the information presented in the supplemental information. In forming our opinion on the supplemental
information, we evaluated whether the supplemental information, including its form and content, is presented in
conformity with 17 C.F.R. §240.172-5. In our opinion, Schedule I, Computation of Net Capital Under SEC Rule
15¢3-1 of the Securities and Exchange Commission and Schedule I1, Determination of Reserve requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission and Schedule I1I, Information Relating to possession or
Control Requirements Under Rule 15¢3-3, is fairly stated, in all material respects, in relation to the financial statements
as a whole.

We have setved as Xuevgry Fivanaict, L1407 auditor since August 2018.
Coconut Creek, Flotida
September 25, 2018

FPinanciai, 1.1 financial




XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

STATEMENT OF FINANCIAL CONDITION

AS OF JUNE 30, 2018

ASSETS
Current assets:
Cash

Other assets:
Security deposit

Total other assets

Total assets

LIABILITIES AND MEMBER'S EQUITY
Liabilities:
Current liabilities:
Accrued expenses

Total habilities

Member's Equity

Total liabilities and member's equity

See accompanying notes to financial statements.

194,024

6,854
6,854

200,878

191,122

200,878



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

STATEMENT OF INCOME

FOR THE YEAR ENDED JUNE 30, 2018

Revenues:
Investment banking fees
Other income
Total revenues

Expenses:
Professional and consulting fees
Rent
Regulatory, licensing and fees
Office expense
Computer expense
Insurance
Total expenses

Net income

See accompanying notes to financial statements.

$ 1,282,963
555

1,283,518

288,979
19,852
6,991
2,203
1,125
2,925

322,075

961,443



STATEMENT OF CHANGES IN MEMBER'S EQUITY

XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

Balance, July 1, 2017

Add: Contributions by member

Less: Distributions to member

Net income

Balance, June 30, 2018

See accompanying notes fo financial statements.

YEAR ENDED JUNE 30. 2018

4

$ 242,946

17,437
(1,030,704)

961,443



XNERGY FINANCIAL, LL.C

(A LIMITED LIABILITY COMPANY)

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30. 2018

Net income $ 961.443
Adjustiments to reconcile net income to
Cash from operating activities:

Increase in accounts payable and accrued expenses 7,760
Net cash provided by operating activities 969,203

Cash flows from investing activities

Cash flows trom financing activities

Member's contributions 17,437

Members' distributions (1,030,704)
Net cash used by financing activities T (1,013,267)
Net decrease in cash (44.064)
Cash - beginning of the period 238,088
Cash - end of the period $ 194,024

Supplemental disclosure of cash flow information:
Cash paid during the period for :

Interest s -
Taxes $ -

See accompanying notes fo financial statements.
i’



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2018

NOTE | - ORGANIZATION

Xnergy Financial, LLC (a wholly owned subsidiary of Xnergy, LLC) ("the Company") is
registered as a broker and dealer in securities pursuant to Section 15 (b) of the Securities and
Exchange Act of 1934. The Company's primary focus is on raising capital for emerging businesses.

Xnergy Financial Corporation was formed in November 2006 in the State of California. At the end
of 2008 the assets and liabilities of Xnergy Financial Corporation were transferred to Xnergy
Financial, LLC as part of a conversion (the "Conversion") of Xnergy Financial Corporation into a
Limited Liability Company. Before the Conversion, Xnergy Financial Corporation was 100%
owned by Xnergy, LLC. Xnergy Financial, LLC is 100% owned by Xnergy, LLC.

Except as otherwise provided by the Limited Liability Company Act, the debts, obligations, and
liabilities of the Company, whether arising in contracts, tort or otherwise, shall be solely the debts,
obligations, and liabilities of the Company, and the members of the Company shall not be
obligated personally for any such debt. obligation, or liability of the Company solely by reason of
being members of the Company.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting

The Company's policy is to use the accrual method of accounting and to prepare and present the
financial statements in accordance with accounting principles generally accepted in the United
States of America. These financial statements cover the year ended June 30, 2018.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that aftect the reported
amounts of assets and Habilities 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 these estimates.

Cash and Cash equivalents

The Company considers all highly liquid investments purchased with an original maturity of three
months or less to be cash equivalents. The Company has no cash equivalents as of June 30, 2018.

6



XNERGY FINANCIAL, LLC

XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

NOTES TO FINANCIAL STATEMENTS

JUNE 30.2018

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Government and Other Regulation

The Company’s business is subject to significant regulation by various governmental agencies and
self-regulatory organizations. Such regulation includes, among other things, periodic examinations
by these regulatory bodies to determine whether the Company is conducting and reporting its
operations in accordance with the requirements of these organizations. As a registered broker-
dealer, the Company is subject to the SEC’s Net Capital Rule 15¢3-1 which requires that the
Company maintains a minimum net capital, as defined [see note 3].

Concentrations

For the year ended June 30, 2018, the Company had two customers that comprised approximately
77% of total revenue.

The Company maintains its cash in bank accounts at high quality financial institutions. The balances at times,
may exceed federally insured limits. However, the Company has incurred no losses on their accounts and
believes that the risk of loss is minimal. At June 30, 2018, the Company did not have any cash in excess of

federally insured limits.

Revenue recognition

Transaction fees are recognized as revenue upon completion of the transaction process. Advisory
and consulting fees are recognized as the related services are rendered. The Company also charges
a non-refundable compliance fee which is recognized upon execution of an agreement with the

customer.
Income taxes

The Company is treated as a disregarded entity for federal income tax reporting purposes and, thus
no federal tax expense has been recorded in the financial statements. The net income of the
Company is passed through to its sole member. Xnergy. LLC, and reported on its tax return.

The Company recognizes and measures its unrecognized tax benefits in accordance with Financial
Accounting Standards Board ("FASB") Accounting Standards Codification ("ASC") 740, Income
Taxes. This addresses the determination of whether tax benefits claimed or expected to be claimed
on a tax return should be recorded in the financia | statements. Under FASB ASC 740, the Company
assesses the likelihood, based on their technical merit, that tax positions will be sustained upon
examination based on the facts. ¢ircumstances and information available at the end of each period.



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2018

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Income taxes — continued

The measurement of unrecogn ized tax benefits is adjusted when new into rmation is available, or
when an event occurs that requires a change. As of June 30, 2018, the Company does not have a
liability for unrecognized tax uncertainties.

The Company's policy is to record interest and penalties on uncertain tax positions as income tax
expense. As of June 30, 2018, the Company has no accrued interest or penalties related to uncertain
tax positions. The Company is subject to routine audits by taxing jurisdictions. However, currently
no audits for any tax periods are in progress. Management believes that the Company is no longer
subject to income tax examination for years prior to 2015.

Recent Accounting Pronouncements

The Company adopts all applicable, new accounting pronouncements as of the specified effective
dates.

In May 2014, the FASB issued Accounting Standards Update (*ASU”) ASU No. 2014-09,
Revenue from Contracts with Customers (Topic 606) (*ASU 2014-09"), that outlines a
comprehensive five-step revenue recognition model based on the principle that an entity should
recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those
goods or services. In July 2015, the FASB approved a one year deferral of the effective date of
ASU 2014-09, and is applicable for annual reporting periods beginning after December 13, 2017,
with an option that would permit companies to adopt the standard as early. The updated standard
will replace most existing revenue recognition guidance in U.S. GAAP. ASU 2014-09 may be
adopted either retrospectively or on a modified retrospective basis whereby it would be applied to
new contracts and existing contracts with remaining performance obligations as of the effective
date, with a cumulative catch-up adjustment recorded to beginning retained earnings at the
eftective date for those contracts. The updated standard is effective for us on July [, 2018. The
initial analysis documenting the considerations for each revenue stream and areas that will be
impacted by the new guidance is complete. As a result of the evaluation performed, the Company
noted that there are no changes to the timing and recognition of revenue.

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The new standard
establishes a right-of-use (“ROU”) model that requires a lessee to record a ROU asset and a lease
liability on the balance sheet for all leases with terms fonger than 12 months. Leases will be
classified as either finance or operating, with classification affecting the pattern of expense



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

NOTES TO FINANCIAL STATEMENTS

JUNE 30,2018

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (continued)

Recent Accounting Pronouncements — continued

recognition in the income statement. The new standard is effective for fiscal years beginning after
December (5, 2018, including interim periods within those fiscal years. A modified retrospective
transition approach is required for lessees for capital and operating leases existing at, or entered into
after, the beginning of the earliest comparative period presented in the financial statements, with
certain practical expedients available. The standard will be effective for us on July 1, 2019 and the
Company is currently evaluating the impact of adoption on its financial position, results of
operations and liquidity.

Other accounting standards that have been issued or proposed by the FASB or other standards-
setting bodies that do not require adoption until a future date are not expected to have a material
impact on our financial statements upon adoption.

NOTE 3 —SUBSEQUENT EVENTS

Management has evaluated subsequent events, as defined by FASB ASC 855, Subsequent Events,
through September 25, 2018, the date the financial statements were available to be issued. Based
on management’s evaluation there were no subsequent events that require disclosure at the period
ended for this engagement.

NOTE 4 - NET CAPITAL REQUIREMENTS

The Company is subject to Rule 15¢3-1 (a)(2)(ii) of the Securities Exchange Act of 1934, as
amended, which requires that the ratio of aggregate indebtedness to net capital. as defined. not
exceed 15 to 1. and that the Company maintain minimum net capital of $5,000 or 6 and 2/3% of
aggregated indebtedness ($650 at June 30, 201 8), whichever is higher. At June 30,2018. the
Company had net capital of $179,268 in excess of the required minimum net capital and the ratio
of aggregate indebtedness to net capital was 52910 1.

The Cormpany is exempt from the provisions of Rule 15¢3-3 (per Paragraph (k)(2)(i) of such rule)
under the Securities Exchange Act of 1934 as a b roker or dealer which carries no customer
accounts and does not otherwise hold tunds or securities of customers. Due to such exemption, the
Company is not required to prepare a determination of reserve requirement for brokers or dealers.



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

NOTES TO FINANCIAL STATEMENTS JUNE 30, 2018

NOTE 5 - RELATED PARTY TRANSACTIONS

Operating facilities and administrative costs

The Company has an expense sharing agreement with its parent, Xnergy, LLC, whereby any costs
for the use of office space and other office resources and administrative costs are paid by Xnergy,
LL. These costs are recorded as capital contributions by Xnergy, LLC. The amouat of office space
and other office resources and adm inistrative costs paid by the Company for the year ended June
30, 2018 were approximately $20,000.

Note 6 — COMMITMENTS AND CONTINGENCIES

As of the audit date there are no contingencies, guarantees of debt, and the like.

The Company is obligated under a non-cancelable operating lease for property located in San Diego,
CA which is the Company’s primary corporate office expiring on May 31, 2019. Total minimum future
annual rentals under the lease agreement, exclusive of real estate taxes and related costs, are $20,068
for the year ending June 30, 2019. Rent expense under the lease was $19,852 for the year ended June
30.2018.

10



XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

Schedule I -of Computation of Net Capital Pursuant to Rule 15¢3-1 of the
Securities and Exchange Commission

JUNE 30,2018

Credit Factors
Member's Equity

Total credit factors

Debit Factors
Security Deposit

Net Capital

Less minimum net capital requirements
Greater of 6 2/3% of aggregate indebtedness
or $5,000

Remainder: Capital in excess of all requirements

Capital ratio (maximum allowance 1500%)

(*)Aggregate indebtedness 9,756
Divided by: Net capital 184,268 = 5.29%

(*)Aggregate indebtedness:
Accounts payable and accrued expenses

Statement Pursuant to Paragraph (d}(4) of Rule 17a-5
Net capital, as reported in Company's Part I1 (unaudited) Focus report.
lnreases resulting from June 30, 2018 audit adjustments, net.

11

$ 191,122
191,122

6,854

184,268

5,000
$ 179,268
o

$ 9,756

182,688
1,600



XNERGY FINANCIAL, LLC

June 30,2018

Schedule II
Determination of Reserve requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

The Company is exempt from the Reserve Requirement of computation
According to the provision of Rule 15¢3 S3(k)2X(i).

Schedule ITI
Information Relating to possession or Control
Requirements Under Rule 15¢3-3

The Company is exempt from the Rule 15¢3-3 as it relates to Possession and Control
Requirements under the (K)(2)(i) exemptive provision.

12
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Assertions Regarding Exemption Provisions

We. 1 merubers-of managemment of (Xnergy Financial LLC) (“the Company”}, are responsible for
campliance with the anaual repotting requirements under Rule 17a-5 of the Secuities Exchange Actof
1934, Those reauirements compel a broker or dealer 1o fite arinual reports with the Securities Exchange
Coramission (SEC) and the broker or dealer’s desi grated examining authority (DEA). One of the repores to
pe included in the annual filing is an exemption report prepared by an independent public accountant based
upoa & review of assettions provided by the broker or dealer. Pursuant to that r‘equitemem,,the

mamagement of the Company hereby makes the foltowing assertions: o

Identified Exemption Provision:

The Company claims exemprion from the custody and reserve provisions of Rule 15¢3-3 by operating’
under the exemption provided by Rule t5e3-3 (RI2)(1.

Meeting Exemption Py

Staternent Regardin vigiow!

The Company met the identitied exemption provision without exception throughout the pertod Juty 1,
2617 theough Jung 30, 2018 -

Xnergy Financiul LLC v . '
Byv: Lé

Robert Catammnic]
Chief Pinancial Ofticer
Septerber 25, 2018
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
of Xneegy Financial, LLC

We have reviewed management's statements, included in the accompanying Statement of Exemption, in which (1)
Xaergy Financial, LLC identified the following provisions of 17 C.F.R. §15¢3-3(k) under which Xacrgy Financial,
LLC claimed an exemption from 17 C.E.R. §240.15¢3-3: undet the provision (k)(2)(0), Information Relating to
Possession or Control and Determination of Reserve Requirements and Custody of Secutities (exemption provisions)
and (2) Xneegy Financial, LLC stated that Xnergy Finaacial, LLC met the identified exemption provisions
throughout the most recent fiscal year without exception. Xnergy Financial, LLC’s management is responsible for
compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about Xnergy
Financial, 1J.C's compliance with the exemption provisions. A review is substantially less in scope than an
examination, the objective of which is the expression of an opinion on management's statements. Accordingly, we do
not express such an opinion.

Based on our review, we ate not aware of any material modifications that should be made to management's statements
referred to above for them to be fairly stated, in all matetial respects, based on the provisions set forth in patagraph
(k)(2)(i), Information Relating to Possession or Control and Determination of Resetve Requirements and Custody of
Securities of Rule 15¢3-3 under the Securities Exchange Act of 1934.

s o

Coconut Creek, Florida

September 25, 2018
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
APPLYING AGREED-UPON PROCEDURES

Member of Xnetgy Financial, LLC

In accordance with Rule 17a-5(¢)(4) under the Securities Exchange Act of 1934 and with the SIPC Series 600
Rules, we have petformed the procedutes enumerated below, which were agreed to by Xnergy Financial,
1LC and the Securities Investor Protection Corporation (SIPC) with respect to the accompanying General
Assessment Reconciliation (Form SIPC-7) of Xnergy Financial, LLC for the yeat ended June 30, 2018,
solely to assist you and SIPC in evaluadng Xnergy Financial, L.LC’s compliance with the applicable
iastructions of the General Assessment Reconciliation (Form SIPC-7). Xnergy Financial, LLCs
management is responsible for Xnergy I inancial, LLC’s compliance with those requirements. This agreed-
upon procedures engagement was conducted in accordance with attestation standards established by the
Public Company Accounting Oversight Board (United States). The sufficiency of these procedures is solely
the responsibility of those parties specified in this repott. Consequently, we make no representation tegarding
the sufficiency of the procedures desctibed below either for the purpose for which this report has been
requested or for any other purpose. The procedures we performed and our findings ate as follows:

1) Compared the listed assessment payments in Form SIPC-7 with respective cash disbutsement records
entries, noting no differences;

2) Compared the amounts reported on the audited Form X-17A-5 for the yeat ended June 30, 2018, as
applicable, with the amounts reported in Form SIPC-7 for the year ended
June 30, 2018, noting no differences;

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules and wotking papers,
noting no differences;

4) Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments, noting no differences; and

5) Compared the amount of any overpayment applied to the cutrent assessment with the Form SIPC-7 on
which it was originally computed, noting no differences.

We were not engaged to, and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance with the applicable instructions of the Form SIPC-7. Accordingly,
we do not express such an opinion. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be and should not be used by anyone other than these specified parties.

Fasuase Ppuniono

Coconut Creek, Florida

September 25, 2018
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XNERGY FINANCIAL, LLC

(A LIMITED LIABILITY COMPANY)

SCHEDULE OF SECURITIES INVESTOR PROTECTION CORPORATION

ASSESSMENTS AND PAYMENTS

For the Period July 1. 2017 through June 30, 2018

Period Cowered Date Paid Amount

General assessment reconciliation for the period

July 1, 2017 through June 30, 2018 $ 1,925
Payment schedule:

SIPC-6 1/15/2018 152

SIPC-7 711712018 1,740

SIPC-7 7125/2018 16

SIPC-7 9/5/2018 17
Balance Due $ -

16



