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OATH OR AFFIRMATION

1, Catherine Ayers-Rigsby 3 , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supportmg schedules pertaining to the firm of
_Ceros Financial Services, Inc o . : , as

of December st ,2018 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified so}ely as that of a customer, except as follows: :

Th report contams (check all applicable boxes):

(b) Statement of Financial Condition.

. . V] (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 3-X).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capltal

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(b) Computation for Determmatnon of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, meludmg appropriate explanation of the Computation of Net Capx;al Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Fmanc;al Condition with respect to methods of
consolidation.

. . (1) An Oath or Affirmation.

v| (m) A copy of the SIPC Supplemental Report. - :

| () A report descnbmg any material inadequacies found to exist or found to have existed since the date of the previous audit.

_lj mamcEcs

**For condzttons of conf dential treatment of certain portions of this filing, see section 240.17a-5 (e)(3).
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Your Opportunity Advisors

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Td_ the Board of Difectors and Stockholder of
Ceros Financial Services, Inc.
Rockville, Maryland

‘Opinion on the Financial Statemenf's

We have audited the accompanying statement of financial condmon of Ceros Financial Servuces
Inc. (the “Company”) as of December 31, 2018, the related statements of income, changes in
- stockholder's equity, and cash flows for the year then ended, and the related notes and
. supplemental information (collectively referred to as the “financial statements”). In our opinion, the
financial statements present fairly, in all material respects, the financial position of the Company
as of December 31, 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 financial statements are the responsibility of the Company’'s management. Our
responsibility is to express an opinion on the Company’s financial statements based on our audit.
We are a public accounting firm 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 rules 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 statements are free of material misstatement, whether due to error or fraud. Our audit
included performing procedures to assess the risks of material misstatement 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 regarding the amounts
-and disclosures in the financial statements. 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 statements. We believe that our audit provides a
reasonable basis for our opinion. '

> Certified Public
Accountants & Consultants
4401 Dominjon Boulevard
Glen Allen, VA 23060
T:804.747.0000 F:804.747.3632

" www.keitercpa.com




Nenmmrent e Frirben L

. $uppléniental Information

~ The ?Co:n'lputation of Net Capital Pursuant to Rule 15¢3-1 of the Securities Exchange Act of
" 1934 and the Exemption Provision of Reserve Requirements Pursuant to’ Rule 15¢3-3 of the
“Securities Exchange. Act of 1934 (collectively referred to as “supplemental information”) have

been subjected to audit procedures performed in conjunction with the. audit of the Company’s

financial statements. The supplemental information is the responsibility of the Company’s

management. Our audit procedures included determining whether the supplemental information
reconciles to the financial statements or the underlying accounting and other records, as
applicable, and performing procedures to 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. §240.17a-5. In our opinion, the Computation of Net

- Capital Pursuant to Rule 15¢3-1 of the Securities Exchange Act of 1934 and the Exemption

Provision of Reserve Requirements Pursuant to Rule 16¢3-3 of the Securities Exchange Act of
1934 are fairly stated, in all material respects, in relation to the financial statements as a whole.

' ’\:Ne have served as the Company's auditor since 2018.

Glen Allen, Virginia
February 27, 2019




CEROS FINANCIAL SERVICES, INC.
STATEMENT OF FINANCIAL CONDITION

. DECEMBER 31, 2018
ASSETS
Cash and Cash Equivalents ' ‘ . $ 832,867
Receivable from Clearing Firm o S e 81,783
Deposit with Clearing Firms L o 655,000 -
Accounts Receivable _ o S 416,473
- Deferred Tax Asset - ‘ o 79,478
L Prepaid Expenses and Depos1ts _ © 151,880 .
v Property and Equipment — Net _ 14,659
Total Assets , ' &M
LIABILITIES AND STOCKHOLDER’S EQUITY
LIABILITIES '
. Accounts Payable and Accrued Expenses $ 908,267
: Settlement Payable = ‘ . 225,000
. Total Liabilities | 1,133,267
STOCKHOLDER’S EQUITY
Common Stock - 3 S $1,150,000
- Additional Paid in Capital ‘ ' 131,443
- Preferred Stock- - 400,000
I Accumulated Deﬁmts ' ' (582.570)
Total Stockholder s Equlty | ‘ 1.098.873
Total Liabilities and Stockholder’s Equity o $2232.140




" CEROS FINANCIAL SERVICES, INC.

STATEMENT OF INCOME

FOR THE YEAR ENDED DECEMBER 31, 2018

REVENUES

- Commissions -

Managed Account Service Fees

Sale of Investment Company Shares

Other Advisory Income and Reimbursements
Interest and Dividends

Other Income

Total Revenue

' EXPENSES

Commissions and Other Compensation
Compensation and Benefits

Clearing, Transaction, and Related Costs
Commissions Paid to Affiliate

Business Development and Occupancy
Depreciation

Professional Fees and Other Operatmg Expenses
Dues and Subscriptions

Other Expense

Total Expenses
Net Profit before Benefit for Income Taxes
Benefit fer Income Taxes

Net :Iﬁcome

$1,961,647
50,216
4,091,195

- 97,979
. 47,749

249,903

6,498,689

1,978,351
459,512
3,000,961
23,828
356,007 -
6,748
455,250
41,013
43,000

6.364,670

134,019

75.648

$ 209,667

The accompanying notes are an integral part of this statement.
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: CEROS FINANCIAL SERVICES INC.
STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2018

Common Add’l Paidl. Preferred  Accumulated
' in ' '

g o Stock Capital _ _ Stock  __Deficits Total
Balance January 1,2018 $1,150,000 $13'1,443» $350,000  $(792,237)  $839,206
Issuance of Preferred Stock | - ': 50,000 | 50,000
NetIncome v 0 , | 0o 0 209,667 209,667
» Balance December 31,2018 $1,150,000 -$131,443 $400,000 $(582,570) $1,098,873

The accompanying notes are an integral part of this statement.

'5_'




CEROS FINANCIAL SERVICES, INC.

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES

" Net Income

Adjustments to reconcile Net Income to
Net Cash Provided by Operating Activities:
~ Depreciation
Change in Deferred Tax Valuation Allowance
Deferred Income Taxes
Change in Assets and Liabilities
Receivables from Clearing Fxrms '
Accounts Receivable
~ Prepaid Expenses & Deposits
- “Accounts Payable and Accrued Expenses
- Settlement Payable
Net Cash Provided by Operating Activities

CASH FLOWS FROM INVESTING ACTIVITIES
. Purchase of Property and Equipment
Net Cash Used in Investing Activities

" CASH FLOWS FROMF INANCING ACTIVITIES
- Issuance of Prefetred Stock .
-+ Net Cash Provided by Financing Activities

Net change in cash and cash equivalents

‘CASH AND CASH EQUIVALENTS
Cash and Cash Equivalents, Beginning of the Year

T Cashand Cash Eqilivalents, End of the Year
 Supplemental Cash flow information

Cash paid for interest
Cash paid for income taxes

§ 209,667

6,748
(182,000)
102,522

106,422

(32,253)
(45,858)
(50,194)

__(87,500)
27,554

- (12,561)

12,561

64,993

767.874
$ 832,867

$ 2290




CEROS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS
- DECEMBER 31, 2018 | -

~ NOTE 1- ORGANIZATION AND PRINCIPAL BUSINESS ACTIVITY

Ceros Financial Services, Inc., a Maryland corporation, (the "Company") primarily engages in providing
investment services to its clients on an application way basis. The Company operated as an introducing
broker-dealer in which all brokerage activity was handled by a clearing broker-dealers, National Financial
Services, LLC (NFS), clearing agency, under a fully disclosed clearing arrangement. The Company is a
wholly owned subsidiary of Ceros Holding AG and a registered member of the Securities and Exchange
Commission, the Financial Industry Regulatory Authority, the National Futures Association and various state
" securities commissions. - : BT . :

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES

The Company’s financial statements are presented in accordance with accounting principles generally
accepted in the United States of America (U.S. GAAP). The Financial Accounting Standards Board (FASB)
Accounting Standards Codification (the Codification), is the single source of U.S. GAAP. -

Revenue Recognition

Adoption of ASU 2014-09: In May 2014, the FASB issued ASU 2014-09 — Revenue Recognition from
Contracts with Customers (Topic 606). The update modifies the guidance used to recognize revenue from .

' contracts with customers for transfers of goods or services and transfers of nonfinancial assets, unless those
contracts are within the scope of other guidance. The update eliminates all transaction and industry-specific
accounting principles and replaces them with a unified, five step approach. The Company adopted Topic
606 as of January 1, 2018 under the full retrospective transition method. The adoption of Topic 606 did not
have a material impact on the Company’s financial statements and there were no adjustments recorded to

- previously reported amounts. )

Commissions: The Company receives commissions for the sale of mutual funds and other financial products
“to customers. The Company earns trail commissions and 12b-1 fees on certain mutual funds sold to
customers for a specified period of time that the customer remains in the fund. The Company records trail
commission revenue as trail commissions are remitted to the Company from the mutual funds. The
Company believes sufficient uncertainty exists outside of the Company’s control as to the length of time the
customer will remain in the mutual fund and therefore does not recognize trail commission revenue until that
contingency is resolved. Revenue from the sale of other financial products is recorded on the settlement
date, which approximates the trade date. The Company believes the performance obligation is satisfied on
the seftlement date, which approximates the trade date, because that is the date that the underlying purchaser
- is identified, the pricing has been agreed upon, and the risks and rewards of ownership have been transferred.




CEROS FINANCIAL SERVICES, INC,
N OTES TO FINANCIAL STATEMENTS (CONTINUED)
' DECEMBER 31, 2018 _

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Contmued) ' : :
- Investment Brokerage Fees: The Company buys and sells securities on behalf of certain customers. Trades

- are run through the Clearing Firm, NFS, and also by direct trades by Reglstered Representatlvcs Each time
‘a customer enters into a buy or sell transaction, the Company charges a commission.. Sale of Investment
Company shares are fees generated from 12b-1 transactions earned on the funds of the Advisor as noted in

~ the selling agreements between the Company and the Advisor. Commission revenue and related clearing
expenses are recorded on the settlement date, which approximates the trade date. The Company believes the
performance obligation is satisfied on the settlement date, which approximates the trade date, because that is
after the underlying purchaser is identified, the pricing has been agreed upon and the risks and rewards of
ownership have been transferred. The Company provides advisory services on managed accounts for certain
customers. The Company believes the performance obhgatlon for providing advisory services is satisfied
over time because the customer is receiving and consuming the benefits as they are provided by the

- Company. Fee arrangements are based on a percentage applied to the customers’ assets under management.

Fees are received throughout the year and are recognized in the period for which the advisory services are
provided.

Other Revenue: Managed Account Service (MAS) revenue is run through the Company as pass thru revenue
with offsetting expenses. Other Advisory Income and Investments are billings to Registered Representatives
for expense incurred by the Company and are to be paid back by the Registered Representative per the

- agreement between the Representative and the Company. Interest and Dividends are earned on Margin Debit
Interest, Free Credit Interest and Escrow Interest of securities held in customer accounts. Other Income is
‘miscellancous fees that are collected by NFS from the client accounts held at NFS. Fees from these other
revenue accounts are received throughout the year and are recognized in the period for which the services are

provided.

- Concentration of Credit Risk — As of December 31,2018, the Company held substantially all of its cash
and cash equivalents with BB&T Bank. As of December 31, 2018, the Company had money in accounts at

- BB&T uninsured in the amount of $242,108 and money in a deposit account held at the Clearing Firm per

~ the clearing agreement in excess of the insured amount of $400,000. The company has never experienced
any.losses in these accounts and does not believe that it is exposed to any significant concentration of credit
risk. If this institution fails under their obligations as custodian of these funds, the Company could lose all or
~ a portion of its unrestricted cash balances.

Accounts Receivable — Trade Receivables recorded on'the Company’s statement of ﬁnanclal condmon are
cleared through NES. Receivables from the NFS consist of the following: (i) Deposits with the Company’s
Clearing Agency to support the Company’s trading activities and (ii) net settlement receivables for net profit
earned as of December 31, 2018. Uncollectible Trade Receivables would be charged off the month in which
it was determined that these receivables were not going to be collected, or charged off after six months,

~ whichever is sooner. At December 31, 2018, management has determined that no allowance for uncollectible
accounts is necessary.




o CEROS FINANCIAL SERVICES, INC.
.~ NOTES TO FINANCIAL STATEMENTS (CONTINUED)
L ~ DECEMBER 31, 2018

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates - The preparation of financial statements in conformity with U.S. GAAP requires

~ management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
~ disclosure 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 could differ from those estimates.

Cash and Cash Equivalents - The Company considers all highiy liduid instruments with original maturities
of three months or less, when purchased, to be cash equivalents. w , .

Property and Equipment, net - Property and equipment are stated at'cost, less accumulated depreciation.
Expenditures for routine repairs and maintenance are charged to operations as they are incurred while those

- which significantly, improve or extend the lives of existing assets are capitalized. Depreciation is computed

using the straight-line and accelerated methods, using useful lives of five years. Depreciation expense was
f$6,?48 for 2018.

Depreciable Property as of December 31, 2018 were as follows:

Website T $ 51,109
Furniture and Equipment - : S 121,442
Leasehold Improvement : : 11,342
- Subtotal o - 183,893
- Accumulated Depreciation (169,234)
Property and Equipment, net ’ $ 14,659

Income Taxes - Income tax expense includes federal and state taxes currently payable and, when material,
deferred taxes arising from temporary differences between income for financial reporting and tax purposes
 and also operating losses that are available to offset future taxable income. Valuation allowances are
established when necessary to reduce deferred tax assets to the amount expected to be realized.

The'Company complies with the Codification Topic 740, Income Taxes (ASC 740) which require an asset
and liability approach to financial accounting and reporting for income taxes. Deferred income tax assets and
liabilities are computed for differences between the financial statement and tax basis of assets and liabilities
that will result in taxable or deductible amounts in the future based on the enacted tax laws and rates
applicable to the periods in which the differences are expected to affect taxable income. Valuation
allowances are established, when necessary, to reduce the deferred income tax assets to the amount expected
to be realized. In general the prior three years tax returns filed with various taxing agencies are open to
“examination. ' ' :




CEROS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
- DECEMBER31,2018 =

* NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASC 740 provides guidance for how uncertain tax posi-tibns should be recognized, measured, presented and

disclosed in the financial statements. ASC 740 requires the evaluation of tax positions taken or'expected to

be taken in the course of preparing the Company’s tax returns to determine whether the tax positions are

- “more-likely-than-not” of being sustained by the applicable tax authority. Tax positions not deemed to meet
the more-likely-than-not threshold would be recorded as tax benefit or expense in the current year.

NOTE 3 - REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1) which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital, shall not exceed 15 to 1. At December 31, 2018, the Company had net capital of
$742,110 which was $666,472 in excess of its required net capital of $75,638. The Company's ratio of

- aggrégate indebtedness to net capital was 152.88 to 1.

NOTE 4 - OTHER REGULATORY REQUIREMENTS

The Company is exempt from the customer reserve requirements of the Securities and Exchange
Commission Rule 15¢3-3 under Section (k)(2)(ii) as it is a broker-dealer which carries no margin accounts,
promptly transmits all customer funds received in connection with its activities, and does not hold funds or
securities for, or owe money to, customers. ‘

" NOTE 5 - RELATED PARTY TRANSACTIONS

The Company is related, through common ownership and control, to a foreign corporation. The Company
has an agreement with this affiliate whereby revenue earned from transactions of the affiliate’s clients is paid
to the affiliate as an expense. For the year ended December 31, 2018, the Company recorded $23,828 as an

expense under this agreement. :

The Company is related, through common ownership and control, to Advisors Preferred, LLC and AtCap
~ Partners, LLC. The Company has agreements with these affiliates where by expenses incurred by the

- Company on behalf of the affiliates will be paid back monthly. There are also overhead expenses allocated

- back to Advisors Preferred, LLC and AtCap Partners, LLC based on an allocation percentage which is
updated periodically based on Company personnel job duties, additions, or reductions to personnel. The
monthly allocations for the year ended December 31, 2018 were $59,444 for Advisors Preferred, LLC and
$15,408 for AtCap Partners, LLC. : '

10




CEROS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31,2018 . o

| NOTE 6- CAPITAL STRUCTURE

-As of December 31, 2018, the Company had 300,000 shares of Class A voting common stock authorized,
$10 par value, and 250,000 shares issued and outstanding. The first 150,000 shares were issued at $1, which
was par value at the time of issuance. In addition to previously authorized and issued common stock, the
Company is authorized to issue up to 10,000 shares of Series A Preferred Stock. There are 4,000 shares
issued and outstanding at $100 per share. The holders of the Preferred Stock are entitled to receive dividends
at the rate of six percent (6%) per annum of the per share Original Issue Price and that there are no voting

rights.and no redemption rights associated with the Preferred Stock. The accrued unpaid dividends for the
year ending December 31, 2018, totaled $85,824 and are included in accounts payable and accrued expenses
on the Statement of Financial Condition. -

NOTE 7 - PENSION PLAN

The Company has a defined Safe Harbor 401k plan. Matchmg contributions are made to individual accounts
of eligible employees based on the perocntages contributed by each employee. Employees meeting certain
age and service requirements participate in the plan, The company matched $63 500 for the year ended

Deccmber 31 2018.

NOTE 8 - INCOME TAXES

The followmg table presents the components of income tax expense for the year ended December 31, 2018:

Current Tax expense . § 3,830
Reduction of previously recorded NOL : (182,000)
.- Deferred tax-expense - : 102,522
Income tax (benefit) $(75,648)

The tax effects of temporary differences that give rise to significant portions of deferred income taxes
include unpaid dividends and the Company’s net operating loss carryforward. For 2018, the Company has
net operating loss carryforwards of approximately $205,000 which are set to expire starting in 2035 through
2037. The timing and manner in which the operating loss carryforwards may be utilized in any year will be
limited by the Company’s ability to generate future earnings and by limitations imposed due to certain

. changes in ownershlp

11




CEROS FINANCIAL SERVICES, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
- DECEMBER 31,2018 |

NOTE 8- INCOME TAXES (continued)

The eﬁ‘ects of temporary differences that give rise to sngmﬁcant portions of thc deferred tax asset at
December 31, 2018 are as follows:

Deferred Tax Assets: v
' Net Operating loss carryforward $52,776 -
Accrued unpaid dividends 22,091 ¢t
- Deferred rent and fixed assets 4611 °
Total deferred tax asset . $79,478

' NOTE 9- COMMITMENTS AND CONTINGENCIES

The Company has entered into a seven year lease for office space. The lease was renegotiated and new rates
were effective September 1, 2016. The total Rent Expense for 2018 was $109,442. Minimum lease
payments required under this lease are as follows:

Year Amount
2019 105,515
2020 . 108,680
2021 111,941
2022 115,299
2023 118,758

Total §$368,193

The Company maintains an expense agrcement w1th Spectrum Fmanclal Inc to allocate for employee time
_ and space as approprlate for joint employees in the amiount of $14,264 monthly.
NOTE 10 - ADYERTISING

The Company expenses advemsmg costs as they are incurred. Advertising expenses for the year ended
December 31, 2018 were $14,786. This expense is included on the Income Statement in Professional
Fees and Other Operating Expenses. .

12




_ CEROS FINANCIAL SERVICES, INC.
- NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2018

NOTE 11- CONSENT ORDER

The Company came to a settlement with the State of New Hampshlre that requires the Company to
pay fees to the state for acts performed by a non-registered independent representatlve There were no
. allegations or findings that Ceros violated any laws. The settlement requires the Company to pay an

* administrative fine of $300,000 and legal costs of $100,000 for a total of $400,000. The first two

installments of $87,500 were made in November 2017 and June 2018, with the remaining installments
of $75,000 due by June 30, 2019, 2020, and June 30, 2021 and mcluded in Settlement payable in the
accompanymg Statement of Financial Condition. ,

12 - SUBSEQUENT EVENTS
Management has evaluated subsequent events through February 27 201 9, the date the ﬁnan<:1al

- statements were issued, and has determined there are no subsequent events to be reported in the

accompanymg ﬁnancml statements.

13
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CEROS FINANCIAL SERVICES, INC. .

AT DECEMBER 31, 2018
El~ i -3-1 of iti

Total Stockholders’ Equity from Statement of Financial Condltlon S - $ 1,098,873

Deductions and/or Changes: BT :

Non-Allowable Assets from Statement of Fmanc;al Condition - L e ‘
Recelvables, Prepaids, Deposxts and PPE R B 356,562
' Net Capltal before Halrcuts o o RS 742,310
) Han'cuts on Secuntles : - ) ' — 200
Net Capital , $ 742,110
COMPEUTATION OF BASIC NET CAPITAL REOUIREMENTS |
Minimum Net Capital Required 3 P o 8 75638
 Minimum Dollar Net Capital Requirement - $__ 50,000
" Net Capital Requirement | | 8 75638
Excess Net Capital ' _ \ £ 666,472

Excess Net Capital at 10% of A.L or : -
120% of Minimum Dollar Net Capital Requirement : : ' 8 _628,654
. Aggregate Indebte,dnessi Liabilities - ' $1,134,562
Pefcentage of Aggregate Indebtedness to Net Capital ' 152,88%

There are no differences in the computation of net capital in this report and the corresponding
computation prepared by the Company for inclusion in its Unaudited Part II Focus Report as of
: December 31,2018.

15
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CEROS FINANCIAL SERVICES, INC.
AT DECEMBER 31, 2018

Schedule IT - Computation for the Determination of the Reserve Requlrements Pursuant to Rule
-15(c)3-3 of the Securities & Exchange Commission -

The_ Company is exempt from the customer reserve requxrements of the Securities and Excharige
Commission Rule 15¢3-3 under Section (k)(2)(ii) as it is a broker-dealer which carries no margin accounts,

- promptly transmits all customer funds received in connection with its activities, and does not hold funds or

securities fOl", or owe money to, customers

16




PKeiter

Your Opportunity Advisors

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockhéi_’dér of
Ceros Financial Services, Inc.
-'Rockville, Maryland . '

‘We have reviewed management's statements, included in the accompanying Exemption Report,
in which (1) Ceros Financial Services, Inc. identified the following provisions of 17 C.F.R. §15¢3-
3(k) under which Ceros Financial -Services, Inc. claimed an exemption from 17 C.F.R.
§240.15¢3-3: (k)(2)(ii) (exemption provisions) and {2) Ceros Financial Services, Inc. stated that.
‘Ceros Financial Services, Inc. met the identified exemption provisions throughout the most
recent fiscal year without exception.. Ceros Financial Services, Inc.'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 Ceros Financial Services, Inc.'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 are 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 material respects,
based on-the provisions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities
- ‘Exchange Act of 1934. _

Yditge—
. Glen Alien, Virginia
February 27, 201_9

2 Certified Public
Accountants & Consultants
4401 Dominion Boulevard
Glen Allen, VA 23060
T:804.747.0000 F:804.747.3632
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- EXEMPTION REPORT

~ December 31, 2018

.. Ceros Financial Services, Inc. (the “Company”) is a registered broker-dealer subject to Rule 17a-5

promulgated by the Securities and Exchange Commission (17 C.F.R. sec 240.17a-d, “Reports to be made
by certain brokers and dealers”). This Exemption Report was prepared as required by 17 C.F.R. sec
240.17a-5(d)(1) and (4). To the best of its !(nowledge and belief, the Companyistates the following:

- L The Company claimed an exemption from 17 C. F. R sec 240 15c3 3 under the followmg
provisions of 17 C.F.R. sec 240. 15c3 3(k)

(k)Exemptions.
(2) The provisions of this section shall not be applicéble to a broker or dealer:;

(u) Who, as an introducing broker or dealer, clears all transactions with and
for customers on a fully disclosed basis with a clearing broker or dealer, and
‘who promptly transmits all customer funds and securities to the clearing broker or dealer
which carries all of the accounts of such customers and maintains and preserves such
books and records pertaining thereto pursuant to the requirements of §§ 240.17a-3 and
240.17a-4 of this chapter, as are customarily made and kept by a clearing broker or dealer.

2. The Company met the identified exemption provisions in 17 C.F.R. § 240.15c3-3(k) throughout
the most recent fi scal' year without exception. '

H, Catherlne Ayers-ngsby, affirm that, to my best knowledge and belief, this Exemption Report is true

and correct.

Ceros Financial Services, Inc.

 Catherine Ayers-Rigsby
~ Chief Executive Officer

CEROS FINANCIAL SERVICES INC.
1445 Research Blvd » Suite 530 » Rockville, MD 20850
_Phone: 866.842.3356 * Fax: 301.424.3817 + www.cerosfs.com
Member FINRA/SIPC/NFA
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.~ - REPORT OF INDEPENDENT REGISTERED PUBLIC
. ACCOUNTING FIRM ON APPLYING AGREED-UPON PROCEDURES

Board of Directors and Stockholder of
" Ceros Financial Services, Inc.
Rockvrlle Maryland

We have performed the procedures rncluded in Rule 17a—5(e)(4) under the Secuntles Exchange
Act of 1934 and in the Securities Investor Protection Corporation (“SIPC”) Series 600 Rules,
which are enumerated below and were agreed to by Ceros Financial Services, Inc. (the
“Company”), .and the SIPC, solely to assist you and SIPC in evaluating the Company's
‘compliance with the applicable instructions of the General Assessment Reconciliation (“Form
SIPC-7") for the year ended December 31, 2018. The Company’s management is responsible
for its Form SIPC-7 and for its comphance with those requirements. This agreed-upon
procedures engagement was conducted in accordance with standards established by the Public
Company- Accounting Oversight Board (United States) and in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The sufficiency -
of these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose.
The procedures we performed and our findings are as follows:

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

2) Compared the Total Revenue amount reported on the Annual Audited Report Form X-
17A-5 Part |l for the year ended December 31, 2018, with the Total Revenue amount
reported in Form SIPC-7 for the year ended December 31 2018 noting no material
differences, . :

3) Compared any adjustments reported in Form SIPC-7 with supportmg schedules and
P workmg papers, noting no differences, and

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

We were not engaged to, and did not conduct an examination or review, the objective of which

would be the expression of an opinion or conclusion, respectively, on the Company’s

compliance with the applicable instructions of the Form SIPC-7 for the year ended December

31, 2018. Accordingly, we do not express such an opinion or conclusion. Had we performed

‘additional procedures, other matters might have come to our attentlon that would have been
' reported to you.

This report is intended solely for the information and use of Ceros Financial Services, Inc. and
the SIPC and is not intended to be and should not be used by anyone other than these specified
parties. :

P

> Certified Public
Accountants & Consultants

.- Glen Allen, Virginia 4401 Dominion Boulevard
- February 27,2019 Glen Allen, VA 23060
_ T:804.747.0000 F:804.747.3632

www.keitercpa.com
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SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 %%sg%gtggooD .C. 20090-2185

General Assessment Reconciliation

SIPC7 |

(36-REV 12/18)

SIPCG-7
{36-REV 12/18)

‘ For the fiscal year ended 12/31/2018 ’
(Read carefully the instructions in your Working Copy before completing this Fotm)

TO BE FILED'BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS |

1. Nama of Member, address, Designated Examining Authority, 1934 Act reglstratlon no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

I R N . oo Note: lt any of the information shown on the
R mailing label requires correction, please e-mail
_ ‘Wm“”ﬁmwm AADC 220 . any corrections 1o form@sipc.org and so
ff‘lzosﬁmumsamcsswc : indicate on the form filed.
REGEARCH BLVD STE 530 STE : .
ROCKVILLE, MD 20850-6197 . ' .~ Name and telephone number of person to

contact respecting this form.

1249, 4

2. A, Ge'néral Ass'e‘ssmeni (item 2¢ from page 2) - $
B. Less payment made with SIPC-6 filed (exclude Interest) { b2 5-‘??
07- 26+ |2
Date Paid - . —
C. Less prior overpayment applied . ‘ ' ' c - ( i
D. Assessment balance due or (6verpaymem} : ) ' 723 -@G
E. Interest computed on late payment (see instruction E) for______ days at 20% per annum - '
F.- Total assessmem balance and interest due (or overpaymem carrled forward) . $ 725‘ (° ("
G. PAVMENT: 'V the box . - . _
Check malled to P.0. Box O Funds Wired @  ACH
Total (must be same.as F sbove) $___123.66
H. Overpayment carried forward S $( - )
3. Subéidiaiies {S) and predecessors (P)_included in this form (give name and 1934 Act régistratloh number):
"The SIPC member submitting this torm and the
person by whom it.is executed reprasent thereby
that ail information contained horeln is true, correct : <) > -
and complele {Namg of Corgorafign, Pari, othy/ organization)

{Authori2ed Signature) v /

Dated the 30 day'of J?kl\w‘“\ . 20 \C‘ ﬂ_
(Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
fora period of not loss than 6 years, the latest 2 years in an easily accessible place .

Dates:”.

Postmarked Received Raviewed
Ca_lcuiatlons T Documentation | : 'Forward Copy

Exceptions:

- SIPG REVIEWER

Disposition of exceptions:

TR
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DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT ‘

Amounts for the fiscal period
beginning 1/1/2018
and ending 12/31/2018

item No; Eliminate cents

2a. Total revenue (FOCUS Line 12/Part I1A Line 9; Code 4030) : e B AL

2b. Additions: ‘ S
{1) Total revenues from the securities business of subsidiaries (except forelgn subsidiaries} and
predacessors not included abiove. e

(2) Net loss from principal transactions i securities In.trading accounts.

- (3) Net loss _ifom principal (ransabtlons in commodities in trading accounts.

4) I:n',tievesl ahd dividend expense deducted in detormining item 2a.

(5) Net loss from management of or participation in the undemiling or distribulion. of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted ln' determining nel

profil from management of or pasticipation in undeewriting or distribution of securities.

{7) Net loss from securities in investment accounts.

Total additions

2¢. Deductions: L y : : - :
’ (1) Revenues Irom the distribution of shares of a registerad open end investment company or unit
investment {rust, from the sale of variable annuities, from the business of insurance, from investment
‘advisory seivices rendered to registered invesiment companies ot insurance company separate L{ S’ 19 257

agcounts, and from transactions in security futuras products.

: (2) Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with

securities transactions, . S 73 Z 254

14) Relimburs‘emeh‘ls for postage in connection with proxy solicitation,

‘(5‘) Nelf dain from securities in investment accounts.

{6) 160%'of,commisslons and: markups earned from transactions tn (i) certiticates of deposit and

from issuance date.

(i} Treasury bills, bankers acceplances or commercial paper that mature nine months or less ) 3 0 S

(7) Direct expenses of printing advertising and legal fees incurred in connection with other reverive
related to the securities business (revenue defined by Section 16{9)(L) of the Act), -

(8) Other revenue not related either directly or indirectly to the securities business.
{See Instruction C): ' }

- {Deductions in excess of $100,000 raquire documentation)

(9 Tbtal Intéresl and dividend expenss (FOCUS Line 22/PART I1A Line 13, .
Code 4075 plus line 2b(4) above) but not in excess
- of {otal interest and dividend income, $ aq 365

e o oS o 6936

o énter the greater of line {i)-or (1)) . ' 34/ 36S

Yo deductions - | o359 3;73‘3
2d. SIPC Net Oﬁerating’ﬁevenues ' - $ 8919, 7"—’0
26. General Aésessmem @ .0015 _ . : . s { 547 Y

{to page 1, line 2.A.}
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Your Opportunity Advisors

© REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON INTERNAL CONTROL REQUIRED BY CFTC REGULATION 1.16(C)(5)
FOR AN INTRODUCING BROKER REGISTERED UNDER
CFTC REGULATION 3.10 -

To the Board of Directors and Stockholder of
Ceros Financial Services, Inc. ‘
- Rockvnlle Maryland

In planmng and performmg our audit of the financial statements of Ceros Fmancuat Services,
Inc: (the “Company”), as of and for the year ended December 31, 2018 in accordance with the
standards of the Public Company Accounting Oversight Board (United -States), we considered
the Company's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressnng our opinion on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control.
Accordingly, we do not express an opmlon on the effectiveness of the Companys internal
control.

Also, as required by Regulatlon 1. 16(c)(5) of the Commodities Futures Trading Commission
(“CFTC”), we have made a 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 CFTC
Regulation 1.16(d) which include a study of the accounting system, the internal accounting
controls, the procedures for safeguarding customer and firm assets and in making periodic
computations of the minimum financial requirements pursuant too CFTC Regulation
1.17(a)(1)(i)(d). Because the Company is not a futures commission merchant as defined by
CFTC Regulation 1.3(p), we did not review the practices and procedures relating to daily
computations of the segregation requnrements requured by Section 4d(a)(2) of the Commodity
Exchange Act.

The manhagement of the Company is responsible for estabhshlng and mamtammg 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 CFTC's 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
management's authorization and recorded properly to permit the preparation of financial
statements in conformity with generally accepted accounting principles. CFTC Regulation
1.16(d)(2) lists additional objectlves of the practices and procedures listed in the precedlng
paragraph

> Certified Public
Accountants & Consultants
4401 Dominion Boulevard
Glen Alien, VA 23060
T:804.747.0000 F:804.747.3632
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Because of inherent limitations in rnternal control or the practices and procedures. referred to.
above, error or fraud may occur and hot 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.

‘A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their'assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a deficiency, or a
ccombination of deficiencies, in internal control that is [ess severe than a material weakness, yet
|mportant enough to merit attention by those charged wnth governance ‘

A material weakness is a deficiency, or combination of deﬂcrencres in rnternal control such that
there is a reasonable possibility that a material misstatement of the entity’s fi nancral statements
will not be prevented or detected and corrected on a timely basis. ‘ ‘

Our consuderetlon of mternal control was for the limited purpose described in the first and
:second paragraphs 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 and certain regulated commodity customer and firm
assets that we consider to be material weaknesses, as defined above

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the CFTC to be adequate for its purposes in
accordance with the Commodity Exchange Act and related regulations, and that practices and
- ‘procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and on our study, we believe that
the Company's practices and procedures, as described in the second paragraph of this report,
were adequate at December 31, 2018, to meet the CFTC's objectives. ‘

This report is intended solely for the information and use of the ‘Board of Directors,
management, the CFTC, the National Futures Association and other regulatory agencies that
rely on CFTC Regulation 1.16 under the Commodity Exchange Act in their regulation of
introducing registered brokers and dealers, and is not intended to be and should not be used by
anyone other than these specified parties.

Kite—

Glen Allen, Virginia
February 27, 2019




