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A. REGISTRANT IDENTIFICATION

vamz o nr: c€Ntaurus Financial, Inc.

TYPE OF REGISTRANT (check all applicable hoxes):
[ Broker-dealer O security-hased swap dealer (11 Major security-based swap participant
1 Check here if respondent is also an OTC derlvatives dealer

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use a P.Q. hox no.)

2300 E. Katella, Ste. 200

{MNo, ahd 5treet}

Anahiem CA 92806

(City} {5tate) (Zip Code)

PERSON TQ CONTACT WITH REGARD TO THIS FILING

Sheri Lejman 714-456-1790 slajman@cfiemail. com

(Nama} {Area Code — Telephone Nymber) (Email Address)

B, ACCOUNTANT IDENTIFICATION

INDEPENDENT PURBLIC ACCOUNTANT whose reports are contained in this filing*

Baker Tilly US, LLP

(Name — if Individual, state last, first, and middle name)

1800 Von Karman Avenue frvine CA 92612

{Address) . {Clty} [State) {Zip Code)

10/22/2003 Baker Tilly US, LLP (23)

{Date of Reglstration with PCAQB)(if =pplicabla) {PCAOB Registration Number, if applicable)
FOR QFFICIAL USE ONLY

¥ Claims for exemption from the reguirement that the annual reports be covered by the reports of an independent public
accountant must be supported by a statement of facts and circumstances refied on as the basis of the exemptlon. See 17
CFR 240.17a-5(e)(1){il), If applicable,
Persans whe are tg respond to the collection of informatien contained (n this form are not required to respond unless the form
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QATH DR AFFIRMATION

1, She Lefnan » swear {or affirrn) that, to the best of my knowledge and beligf, the
financial report pertaining to the firm of Gentaurus Financlal, Ing, , as of
4/30 , 2022 Istrue and correct, | further swear (or affirm) that neither the company nor any

partner, officer, director, or equivalent persan, as the case may he, has any praprietary nterest in any account classified solely

a5 that of a customer.

LACGIK FUIZ NAVARRO / - <
. #2an7
NOTARY PUBLIC CORMA Slggfature
iy Dsc, 17, 2025 F
?‘ Title:
GFO

Notry Puhiic

This fifing** contalns {check all applicable boxes);

O 000 Ooogoodod Omm

0 O C 0O O Omd0Omo

{a) Statement of financial condition,

(b) Motes to consalidated statement of finan«lal conditlon.

{¢} Statement of income {lass) ar, if there is other comprehensive income In the period{s) presented, a statement of
comprenensive Intorme (as deflned in § 210,1-0% of Regulation 5-X).

(d} Statement of cash flows.

(2 Statement of thanges in stackholders’ ar partners’ or sole proprietor’s equity.

(F} Statement of changes in liabilities subordinated to clalms of creditors.

{E) Notes to consolidated financial statements,

{h} Computation of net capltal under 17 CFR 240.15c3-) or 17 CFR 240.18a-1, as applicable.

(i} Computation of tangible net worth under 17 CFR 240,183.2,

{i) 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 Exhlblt B to 17 CFR 240.1563-3 or
Exhibit A to 17 CFR 240.1Ba-4, as appiicabla.

(I} €omputation for Determination of PAB Requirements under Exhibit A to § 240.15¢3-3,

{m) Infarmatlon relating 4o possession or sontral requirernents far customers under 17 GFR 240,15¢3-3.

(n} Information relating to possession or cantrol requirements for security-based swap customers under 17 CFR
240.15¢3-3(p}{2) or 17 CFR 240.18a-4, as applicable,

{0} Recanciliations, including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net
worth under 17 CFR 240.15¢3-1, 17 CFR 240.18a-1, or 17 CFR 240,18a-2, as applicable, and the reserva requirements undar 17
CFR 240.15¢3-3 or 17 CFR 240.1Ba-4, as applicable, if materlal differences exist, or a statement that no material differences
exlst.

(2} Surnimary of financial data for subsidiaries nat consolidated in the statement of financial conditiun.

{q) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 240,17a-12, or 17 CFR 240.184-7, as applicable.

(r) Compliance repart in accordance with 17 CFR 240.173-5 or 17 CFR 240.18a-7, as applicable.

(s} Exemption report In accordance with 17 CFR 240,17a-5 or 17 CFR 240.18a-7, as applicable,

(t} Independent public accountant's repart based an an examinatlon of the statement of financial conditian.

{u) Independent public accountant’s repart based on an examination of the financial report or financial statements under 17
CFR 240.173-5, 17 CFR 240.18a-7, or 17 CFR 240,17a-12, as applicable.

{v) independent public accountant’s repoct based an an examination of certaln statements in the compliance report under 17
CFR 240.17a-5 or 17 CFR 240.18a-7, 25 applicable.

(w) Independent public accountant’s report based on a review of the exemption report under 17 CFR 240.17a-5 or 17

CFR 240.183-7, a5 applicabla.

(x) supplemental reports an applying agreed-upon proceduras, in accordance with 17 CFR 240.15c3-12 ar 17 CFR 240.17a-12,
as applicable,

(v} Report describing any material inadequacles found to axist or found to have existed sihce the date of the previeus audit, or
a statemnent that no material inadequacies exist, under 17 CFR 240.17a-12(k).

{z} Other:

**Te request confidential treqtment of certain partions of this filing, see 17 CFR 240.17a-5(e}{3) ar 17 CFR 240.180-2{d)(2), os
applicable.
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CENTAURUS FINANCIAL, INC.
FINANCIAL STATEMENT AND NOTES TO FINANCIAL STATEMENT

For The Year Ended April 30, 2022

Thig report is filed in accordance with Rule 17a-5(e)(3) of the Securities and Exchange Commission
as a public document.

Public Document
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@ bakertilly

Baker Tilly U5, LLP

13500 Von Karman Avenue, 10% Flr.
Irvine, CA 92512

United States of America

T: +1 (944) 222-2000
F: +1 (949) 222-2280

hakertilly.com

Report of Independent Registered Public Accounting Firm

To the Directors and Equity Owners at Centaurus Financial, Inc.,
Opinien on the Financlal Statements

We have audited the accompanying statement of financial condition of Centaurus Financial, Inc. {the
“Company”) as of April 30, 2022, the related statements of operations, changes in stockholders' equity, and
cash flows for the year then ended, and the related notes (callectively 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 April 30, 2022, 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, Qur 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, 3. federal securities [aws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAQB,

We conducted our audit in accordance with the standards of the PCAQB. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are frea
of material misstatement, whether due to error or fraud. Our audit included performing procedures to assess
the risks of material misstatermnent of the financial statements, whether due to error or fraud, and performing
procedures that respond te 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.

BAKER TILLY US, LLP

Lo Tibly U, 127

We have served as the Company's auditor since 2014.

Irvine, California
June 22, 2022

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global hetwork of Baker Tilly Internattonal Ltd., the members of which are
separate and independent legal entities, © 2022 Baker Tilly US, LLP
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CENTAURUS FINANGIAL, INC,
STATEMENT OF FINANCIAL CONDITION
April 30, 2022

e
ASSETS

Cash and cash equivalents $23,111,925
Commissiens receivable 5,674,275
Receivables from broker-dealers and clearing organizations 117,274
Prepaid expenses and other assets 2,759,580
Notes receivable from third parties 3,587,696
Investment securities held for trading 8,060,353
Property and equipment, net 509,829
Right of use asset 1,631,585
Deferred tax asset 2,138,000
Deposits with clearing organizations 100,000
TOTAL ASBETS $47,691,620
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES
Commissions payable § 7,603,200
Accounts payable and other liabilities 6,938,553
Income tax payable 310,126
Legal rezere 6,599,693
Defetred revenus 1,419,978
Lease liability 1,823,046
Deferred tax liability 20,400
TOTAL LIABILITIES 24,815,996
COMMITMENTS AND CONTINGENCIES (NOTE 8)
STOCKHOLDERS' EQUITY
Common stock - ne par value, 10,000,000 shares authorized,
137,313 shares issued and outstanding 244,861
Retained earnings 22,330,763
TOTAL STOCCKHOLDERS' EQUITY 22,875,624
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $47,691,620

The accompanying notes are an integral part of this financial statements.

3
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CENTAURUS FINANCIAL,, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2022

e ————_——_——— .,

NOTE1 - DESCRIPTION OF BUSINESS

Centaurus Financial, Inc. (the "Company”) is a national brokerdealer licensed to offer securities, investment advisary services
and insurance products. The Company is a Registered Investment Advisor ("RIA") with the U.5. Securitias and Exchange
Commission (the “SEC"} and a membar of hoth the Financial Ragulatory Autharity (*FINRA”) and the Securities Invesfor
Protection Corporation (*SIPC").

Founded in 1992, the Cempany was formed with a focus to provide service, support, technology, and education to independant
financial advisars in tha securities industry.

The Company is an independent broker/dealer providing a platform for over 800 financial advisors and 350 branch offices
across the United States of Amarica. The Company is haadguartered in Anaheim, California. The Company is a subsidiary
of Federation of Financial Services, Inc. ("FFS"), a helding company. FFS owns 83.75% of the Company.

NOTEZ - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation — The Company's accounting policies conform to accounting principles generally accepiad in the United
states of America ("GAAP") in all material respects, and have been consistently applied in preparing the accompanying
financial statements.

Cagh and cash equivalents — Gash and cash equivalents are comprised of cash in banks and highly liquid instruments with
ofiginal maturities of three months or less, primarily cansisting of bank time deposits and investments in institutional manay
market funds, Cash in bank accounts at times may exceed faderally insured limits (Sea Notz 10).

Revenuas - The Company's revenues ara derived from the Company assisting in effecting the execution of clients’ purchases
of packaged products such as mutual funds, exchange traded funds, variable and fixed insuranca products, real astate
invesiment trusts and other sacurities. Such transactions are effected directly with a product sponser (accounts held direct)
or eftected via a clearing arrangement with the Company's clearing broker/dealer. In addition, to a commiszicn-based
business, as an independant broker-dealer the Company also provides a fee-bazed business under its registered investment
advisory platform, with its two primary third-party custodians. The Company’s primary revenues are camprised as follows:

Gommissions revenue — Commission revenue represents sales comrmissions generated by the Company’s financial
advisars for their clients’ purchases of securities on exchanges and aver-tha-counter, as well as purchases of othar
investment products. The purchasa of investment products is a single performance obligation. The transaction price
varies by investment product and is based on a percentage of an investment product's current markat value at tha
time of purchase. Commission revenue is recognizaed at the point of purchase.

The Company is the principal for commission revenue, as it is responsible for the effacting the execution of the clients'
purchases and maintains relationships with the product sponsars. The financial advisors assist the Company fn
performing its obligations, Accordingly, total commission revenles are reportad on a gross basis.

Advisory revenue — Advisory revenue represents fees charged to financial advisors' clients' accounts on the
Campany's corporate Adviscry and Wealth Managerment platform. The Gompany provides ongoing investment advica
and administrative sarvices for these ciient accounts, The advisory revenue generated from the Company's corporata
RIA platform is based on & percentage of the market value of the aligible assets in these cliants' adviscry accounts.
The percentage is nagotiated between the financial advisors and their clients, based on a fee schedule. This seres
of performance ohligations {ongoing investmant advice by the financial adviser for the cliant accounts) occurs over
time as the services are parformed. The revenus is recoghized ratably over time to matoh the continuad delivery of
the perfarmance obligations to the client ovar the life of the contract.

The Company is the principal in these arrangements and recognizes advisory revenue cn a gross basis, as the
Commpany is rasponsible for satisfying the parformance obligations and has control over determining the fees, by
selting a maximum amcunt o be charged based on portfolio value. The financial advisors assist the Gompany in
performing its reguiatory and other obligatians,
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CENTAURUS FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2022

ﬂ

NOTEZ - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED)
Revenues - (Continued)

Marketing revenue - Marketing revenue represents compensation paid to the Company by ceriain financial product
spansors {n return for the Company's selling the products of thase product sponsors. The purchase of investment
products is a single performance obligation. The fransaction price vares by investment product and iz based on a
percentage of an investment product's current market value at the time of purchase. Marketing revenue is recognized
at the point of purchase.

The Company is the principal in thase arrangements as it is responsible for and determines the jevel of sanvicing and
marketing support it provides to the product sponsors,

Dther revenues — Other revenues principally consists of amounts earned by the Company from clearing organizations related
tc trade facilitation, operational and administrative services feas, and clearing credits; fees charged to the Company's
independent representatives for service, support and technology, annual licensing renawals with the FINRA and errors and
omission insurance; realized and unrealized losses on investments; and gther miscellaneous revanues.

Fair value of financial instruments — The Company’s carrying amounts of cash and cash equivalents, commissions receivable,
receivables from broker-deaters and clearing organizations, accounts payable and other liabilities, prepaid expanses and other
assets approximate their fair values due te their short-term mature and/or as thay are receivable ar payabla upon demand, The
fair value of notes receivable is not practicable because thay are part of a broader economic relationship with tha agents and
the agresment provides for potential forgivensss for meeting certain conditians and lack transferability as is typical with other
lending agreements. These notes may be forgivable based en cartain measures in the agreement as further discussed below,

Prepaid expenses and other assets — The Campany’s prepaid expenses and other assets include expenzes that are prepaid
and security deposits.

Notes recelvable from third parties - The Company periodically extends credit to its advisors in the form of recruiting loans,
commission advances, and other loans. The dacisions to extend credit to advisers are generally basad aither on the advisor's
credit history and their ability to genarate future commissions, Certain loans mads in connaction with recruiting are forgivable
over the tarms of the loan provided the advisor remains licensed through the Company. At April 30, 2022, $2 913,682 of the
Ioan balance could become fargivable, The armount forgiven for the year ended April 30, 2022 was $745,333 and is included
in other oparating expenses in the accompanying statement of operations. If an advisor terminates thair arrangement with the
Company prior ta tha forgivakle loan term date, an allowance for credit losses would be recorded using an analysis which
would fake into account the advisor's registration status as well as the advisor's ability to repay the outstanding balance due.
Management monitors tha adequacy of the allowance for gredit losses through periodic avaluations of these loans and actual
trends experienced. These loans are unsecurad, and for any amounts not forgiven, will earn inferest per annum generally
ranging from 3% to 4%. As of April 30, 2022, the Company cancluded that no such allowance for credit lossas was required.
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CENTAURUS FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2022

%

NOTE2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Investment securities - Marketable equity securities and debt securities ara classified as trading, held-ta-maturity, or available-
for-sala, Management determines the appropriate classification of securities at the time of purchase and avaluates such
designation at each balance sheet date. Investmants in debt securities which the Company has the positive intent and ahbility
to hold to maturity are classified asz held-te-maturity and reported at amortized cost in the atatement of financial conditian.
SecuUrities which are bought principally for the purposa of selling them in the near term are classified as frading securities and
reported at fajr value. [nvestments not classified as either held-to-maturity or trading are classified as available-for-sale and
reported at fair valua.  As of April 30, 2022, the Company had $7,203,927 of investments classified as held-for-trading and
repcrted at fair value within the fair value hierarchy (See Note 3). As of April 30, 2022, the Company had no investment
securiies ¢lassified as held-to-maturity or avaflable-for-sale.  The Company accounts for its investments in businass
development companies, real estate investment trusts ("REITS") and limited partnerships which are classified as held for
trading in accordance with ASL 2015-07, Fair Value Measurements. Such investments in the amount of $856,426 as of April
30, 2022 are valuad as a practical expedient utilizing the net assat valuations provided by the investee fund manager's net
asset value ("NAV") to determine the fair value of these investments that do not have a readily determinabis fair value.

Leases - The Company leases its office space from third parties under operating laases. Operating lease assets and operating
lease liabilities are recognized based on the present value of the future lease payments over the iease term at the
commencement date. As the Company's leases do not provide an implicit rate, the Company estimates its incremental
borrewing rate based an information available at the commencement date in determining the present value of future payments.
The Company recognizes the lease payments as rent expensa, which is included in the accompanying statament of operations,
See Note 8 for additional information.

Property and equipment — Property and equipment is recorded at historical cost, nat of accumulated depreciation. Depreciation
is recognized using the straightine method over tha estimated useful lives of tha assets. Computers and software, as well as
furniture and equipment, are depreciated over a period of three to =avan years. Buildings and related improverments are
depreciated over a period of 15 0 30 years. Leasehold improvements are amortized aver the lesser of their useful lives or tha
terms of the undarlying leases. Land is not depreciated. Routine repairs and maintenance costs ara expansed as incurred.
Managerment reviews property and eguipment for impairment whenever events or circumstances indicate the carrying amount
of the assels may not be recoverable. No impairment was required for the year ended April 30, 2022,

Income taxes — The Company files its incoma taxes as part of the consalidated income tax raturn of its parent In preparing
the financial statements, the Company estimates income tax based upon if the Company filed on a separate return basis. The
Company must assess the likelihood that the deferred tax asset will be realized. A valuation allowance is established to the
extent that it is more-likely-than-not that such defarrad tax asset will not be reafized. Management makes sighificant judgments
in detarmining the provision for income taxes, the deferred tax asssts and liabilites, and any valuation allowances recorded
against the deferred tax asset. Changes in estimates of these taxes may occur petiodically due to changes in tax rates,
changes in business operations, implementation of tax planning strategies, newly enacted statutory, judicial, and regulatory
guidance. These changes could have a material effect oh the Company's statemants of operations, financial condition or cash
flows in the period or periods in which they ocour.

The Company follows the provisions of uncentain tax positions as addressed in Financial Accounting Standards Board ("FASE")
Accounting Standards Codification (*ASC") 740, /ncome Taxes. Based on management's evaluation, thers are no uncertain
tax positions at April 30, 2022 that would require recognition in the financial statements, The Company is no langer subject to
federal or state examinations by taxing authorities for the years before 2017,

Use of estimates — The preparation of financial statements in conformity with GAAP requires management to makse estimates
and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from thosa
estimates.
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CENTAURUS FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2022

s —

NOTE 2

NOTE 3

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Recently adopted accounting pronouncements — In June 2016, the FASE issued ASU 2016-13, Financial Instrurments-Credit
Logses (Topic 326): Measurament of Credit Losses on Financial Instrurnents, which requires entities to measure all expeacted
credit loases for financial assets held at the reporting date based on historical experience, current conditions, and reasonabla
and supportable forecasts. ASU 2016-13 alse requires additional disclosures regarding significant estimates and judgmeants
used in estimating credit losses, as well as the cradit quality and underwriting standards of an entity's portfalio, The Company
is required to adopt the provisions of this guidance on May 1, 2021. The adoption of ASU 2016-13 did not have a material
impact on the Company's financial statements or rejated disclosures.

Recently issued accounting pronouncements — Thara arg no recently issusd accounting pronouncemants which would
materially impact the Cornpany's financial statements and related disclosures,

- FAIR VALLUE MEASUREMENTS

Fair value is defined as the axchange price that would be received for an asset or paid to transfer a liability (an exit prics) in
the principal or mast advantageous market for tha asset or liability in an orderly transaction between markat participants at the
measurernent date. Inputs used to measure fair value are prioritized within a three-leval fair value higrarchy. This hierarchy
requires entifies to maximize the use of observable inputs and minimize the use of unobservable inputs.  The three lavels of
inputs used to measure fair vaiue are as follows:

Level 1~ Quoted prices in activa markets for identical assats or liabilities.

Leve! 2 — Observabla ihputs other than quoted pricas included in Level 1, such as quoted prices for similar asseis
and liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not
active, or other inputs that are observable or can be corroborated by active markat data.

Lavel 3 — Unobservabls inputs that are supported by litte or no market activity and that are significant to tha
methodologies, and similar techniques that use significant unabservable inputs.

NAV - Investments in other funds are valued at the latest avajlable reported NAV of the respective fund, wheara their
value is bazsad upon the rmaost recent NAV,

The Company’s policy is to recognize transfers in and transfers out of the three lavels of input as of the date of the event or
change in circumstances that caused the transfers. The Gompany had no transfers between the three levels during the year
ended April 30, 2022,

The Company'’s fair value measursments are avaluated within the fair value hierarchy, based on the nature of inputs used to
determing the fair value at the measurement date. The realized and unrealized gain on investments recognized which is
recarded within other revenuss in the statement of operations for the year andad April 30, 2022 was $11,957.



I0N/23/2022/THU 02:13 PM FAX No, P. 044/050

CENTAURUS FINANCIAL, ING.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended April 30, 2022

e ———————————_———— N,

NOTE 3

- FAIR VALUE MEASUREMENTS (CONTINUED)

Tha following table summarizes the Company’s financial assets measured at fair value an a recurring basis:

Fair Value Hierarchy Class fication

Level 1 Level 2 Level3 MAY TOTAL

Business development companies E - 3 - 3 - 3 94,122 % 94,122
Feal estate investment trusts (RETS) . - - 705,224 05,224
Linted partnerships - - - 57,080 457,080
Bank deposits and money funds 378,295 - - - 378,308
U.S. treasury bills 6,084,833 - - - 6,084,833
Cornmen stock 349,195 - - - 349,195
Index funds 84,829 - - - 24,829
Fixed income - 08,675 - n 306,675

3 B8Ba7 252 § 306675 % - % 856426 § 8,080,353

The following methods and assumptions were used to estimate the fair value for each class of financial investmeants measured

at fair value:

Business Devalopment Cornpanies, REITS, and Limited Farinerships — Business development companies, REITS
and limited partnerships are classified as NAV, and are offered on the secondary market as publicly registerad, non-
traded Investment funds, where their value is based upon the most recent NAV, as provided by the investment
managers of these organizations. ‘

Bank Deposits and Money Funds — Bank deposits and meney funds are shor-term commitments with a maturity
pericd of 80 days or less held in the Company’s clearing firm’s brokerage account that are readily available for the
Company to utilize to purchase investments, where their stated value approximates their fair valua due to their short-
term nature.

U.3. Treasury Bills — The value of U.S. treasury bills is based on quoted prices in active fixed incoma markets.

Common Stock and Index Funds — The value of common stock and index funds is based on quoted prices in active
publicly traded markets.

Fixed Income — The value of fixed income is determined based on the chserved values for underlying Interest rates
and market-determined risk,

Tha Company’s investments in business development companies, REITS and limited partnerships have certain redernption
and liquidity restrictions. It is estimated that these investments will be liquidated between 2022 — 2025,

The Gompany is required to measure certain assets and liabilities at estimated fair valua from time to time. These fair value
measurements typically result from the application of specific accounting pronouncements under GAAP. Such fair value
measurements are considered nonrecurting fair valus measurements and there were none as of April 30, 2022,
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CENTAURUS FINANCIAL, INC.
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Aprll 30, 2022

N ——

NOTE4 - PROPERTY AND EQUIPMENT

Property and equipment is stated at cost and as of April 30, 2022 consists of the following;

Building and improvements 3 426,131
QOffice furniture and fixtures 583,585
Oifica computers and equipment 473,321
l.easehcld improvemants 15,286
Vehiclas 215,713
1,714,056
Lass acoumulated depreciation {1,204,127)
Fraperty and equipment, net $ 509,929

Depraciation and amortization expanse was $51,336 for the year ended April 30, 2022,

The Company’s Board of Directers declared an in-kind property dividend to the shareholdars of record as of August 27, 2021,
The dividend totaled $2,871,075 which included 1) an inkind property distribution to related party FFS In the amount of
$2,351,804 (comprised of $2,676,242 of acquisition costs net of the respective $324,438 of accumulated depraciation for said
praperty, primarily comprisad of land, buildings and improvements) and 2) a cash dividend in the amount of $518,271 to the
remaining shareholders of the Company. The dividend was paid out in full to all shareholders as of Septembar 1, 2021,

NOTES - ACCOUNTS FAYABLE AND OTHER LIABILITIES

Accounts payable and other liabilities as of April 30, 2022 consists of the fallowing:

Employee pald time off 3 143,242
Accounis payable 1,272,379
Administrative and other fees racelved in advance 1,499,486
Employee bonuses 1,477 000
Seminars and conventions 2,458,088
Other liabilties 88,3568

3 6,939,553
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NOTEE - REGULATORY

Tha Company is subject to tha SEC Uniform Net Capitat Rule (Rule 15c3-1), which requires the maintenance of mirimum nat
capital. As of Aprll 30, 2022, the Company had net capital of $12,564, 268 which was $11,018,641 in excess of its required
net capital of $1,545,627.

NOTE7 - RELATED PARTIES

Commonality of ownership — Because the Company and other relsted entities have commenality of ownership and/or
ranagamant control, the reported operating results and/or financial position of the Company could differ from what would have
been obtained if such antities were autonomeus.

Administrative services agreament — The Company enterad into an administrativa sarvices agreement with a related party to
provide the Company with educational, staff support, and other administrative services. The terms of this agreement call far
a monthly service fee of $315,000. Changes are made basad onh a management analysis of actual costs. For the year endad
April 30, 2022, $3,780,000 has been recorded as an expense in connection with this agreement and i2 included within other
oparating expenses in the statement of aperations. The administrative and services agreament can be terminated by either
party, upen written notice delivered to the other party at least thirty (30) days priot to such termination,

Meeting and event servicas — Tha Company receivad meeting and event servicas from an affiliate such as support for seminars
and conventions, and state registration and licensing servicas to the Company. For the year ended April 30, 2022, the
Company paid $2,677,631 to such affiliate for these services performed, of which $169,091 is included as an expense within
oihar operating expenses in the statement of operations and $2,508,540 is netted against respactive third-party sponsorship
monies receivad by the Company from third parties for attending its saminars and mestings.

Notes receivable — On June 1, 2016, a stockholder of the Company purchased a Building from the Company for $865,000,
which approximated its carrying cost in exchange for a nete. There was no balance on this nate at April 30, 2022, as the note
was paid in full by the stockhaolder on February 14, 2022,

NOTEZ - COMMITMENTS AND CONTINGENCIES

Office |leases — The Company leases its office space from third parties under operating leases and pays rent based on the
terms of the lease agreement. The Company incurred rent expense of $527,355 during the year anded April 30, 2022 which
is includ=ad as rent expense in the accompanying statement of operations. Lease agreement expiration datas, per location,

are as follows.
Expiration Data

California Saptember 30, 2025
Gaorgia March 31, 2025
Virginia February 28, 2023

The table below presents [sase related assets and liabilities reported in the accompanying statement of financial condition at

April 30, 2022;
Assets:
Dperating lease right-of-use asset 5 1,631,685
Liabilithes;
Leasa liability 5 1,823,046

The table below presents supplemental information related to the Company’s operating leases during the year endad April

30, 2022:
Weighted average remaining kasze term 2,3 years

Weighted average discount rate 7.8%
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NOTES - COMMITMENTS AND CONTINGENCIES (CONTINUVED)

Maturities of lease liabilittes as of April 30, 2022 are as follows:

Fiscal year ending April 30, 2023 3 708,655
Fiscal year ending April 30, 2024 388,437
Fiscal year ending April 30, 2025 703,763
Fiscal year ending April 30, 2026 286,213
Total minimum l=ase payments 2,088,108
Less imputed interest (265,082}
Prezant value of future minimurm lsase payments b 1,823,048

Litigation and claims - In the ordinary course of business, the Cornpany is routinely a defendant in or party to pending and
threatened |=gal actions and proceedings brought on behalf of various claimants, some of which s=ek material andfor
indeterminable amounts. Certain of thase actions and proceadings are based on alleged violations of consumer protaction,
securiies and other laws and may involve claims for substantial monetary damages asserted against the Company.

The Company maintains Errors and Omissions (*E&Q") insurance to protect itself from potential damages and/ar legal costa
associated with certain litigation and arbitration proceedings and, as a result, in cases with arigination dates from January 1,
2016 to Decernber 31, 2017, the self-insured retention is $3,000,000 per calandar year, for all claims combined that are made
in that calendar year such that the Company’s exposure is limited to $3,000,000 jper policy vear, subject to policy limitations,
individual claim retention amaunts and exclusions. In cases with crigination dates from January 1, 2018 to Becember 31, 2018,
the self-insurad retention Is $2,000,000 per calendar year, for all claims combinad that are made in that calerdar yaar such
that the Company’s exposure is limited to $2,000,000 per policy year, subject to policy limitaticns, individual claim retention
amounts and exclusions. Lastly, in cases with origination dates after Decembar 31, 2018, the =zalfinsurad retention is
$1.500,000 per calendar year, for all claima combined that are made in that calendar year such that the Company's expozura
is limitad to $1,500,000 per policy year, subjsct to policy limitations, individual claim retention amounts and exclusions,

The Company also maintains a fidality bond to protect itself from potential damages and/or legal costs related to fraudulent
activities pursuant to which the Company's exposure is usually limited to a $100,000 deductible per case, subject to policy
limitations and exclusions.

The Company recognizes a Jegal liability when management believes it is prabable that a liability has been incurred and the
amount can be reasonably estimated. CGonclusicns on the likelihood that a Hability has been incurred and estimates as to the
amount of the liability are based on consultations with the Company's ganeral counsel who, when situations warrant, may
engage and consult external counsel te assist with the evaluation and handie certain matters. Legal fees for defense costs ara
accrued on the basis of an esfimate of future legal costs and classified lagal services within the statement of aperations.

As of April 30, 2022, the Company had a legal resarve of $8,699,593 relating to the Company’s dafense and estimated payouts
in various lagal matters. The amount actually paid in relation ta these legal matters may differ from the year end accrual,

With respact to the ongeing and svolving coronavirus ("COVID-18") outbreak, which was designated as a pandemic by the
Wotld Health Organization on March 11, 2020, tha outhreak caused substantial disruption in international and U.S. economies
and markets, As of and for the year endad April 30, 2022, COVID-12 did nat have a material negative im pacito the Company's
financial condition, aperatiens, or financial resocurces ar net capital. Howaver, as COVID-19 continues on a global basis with
new variants emerging the ultimate impact on the Company and its customers cannot be determined as of the date of this
report and, as such, no adjustments related to this matter were mada 1o the accompanying financial statemants,
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NOTES9 - INCOME TAXES

Tha Company is included in the consclidated federal and state income tax returns filed by its parent. Federal and state taxes
are calculated as if the Company filed separate income tax returns.

The Gompany operates, for tax purpeses, pursuant to a tax sharing arrangement by which certain tax attributes are limited or
otherwise modified by virtue of being a graup member. To the extent the tax sharing agraement differs from the tax method of
allocation pursuant to FASB ASC 740-10-30-27 and 28, such difference betwaan the amount paid or received (tax sharing
agreement} and the settlemeant (methad of allocation) will be treated as a dividend or capital contribution. As a membar of the
parent, the Company is sevarally liable far certain Federal and state income liabilities. Under the arrangement, the parent
makes all the decisions with respect to all matters relating to taxes of the corsolidated {ax group. The provisions of the
atrangement takes into account both the Company separately and the Company as a member of the consolidatad tax group.
As arasult, the Company may incur tax liabilities greater than on a saparate basis. The Company has a due to parent balanca
of 481,872 as of April 30, 2022 related to this tax sharing arrangement which is included in accounts payable and other
liabilities in the accompanying statement of financial condition.

tncome taxes ara provided for the tax effects of transactions reparted in the financial statements and consist of taxes currently
due plus deferred taxes. Deferred taxes are recognized for differences between the bagis of assets and liabilitias for financial
statement and income tax purposes. The differences relate primarily to depreciable sssets (use of different depraciation
methods and lives for financial statement and income iax purposes) and accrued legal reserves (expensed for financial
statement purposes but not deductible for income tax purposes until paid), The deferred tax assets and liabilities represant
the future tax return consequances of those differences, which will either be taxable or daductible when the assets and liabilities
are recoverad or settled. As of April 30, 2022, the deferred tax asset was $2,139,000 and the deferrad tax liahility was $20,400.

The current and deferred portions of the income tax included in the statemant of operations for the yaar anded April 30, 2022

is as follows:
Current Deferred Total
Federal ] 1,542,129 k] (13,900 % 1,628,229
State 878,841 (17,200) 861,641
5 2420970 3 {31,100) ] 2,389,870
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NOTE 9 - INCOME TAXES (CONTINUED)

The Company's effactiva tax rate differs from its expacted faderal statutory rate as a result of permanent items, state taxes
and adjustments to tax accounts for filed returns. Components of the Company's deferred iax assets and liabilities as of April
30, 2022 gre as follows;

Deferred tax assefz:

Legal raserve $ 1,874,500
Peferred rent 53,600
Accruad vacation 40,100
Reserve for boek of business agquizitions 14,000
Unrealized gains {losses) on investments {9,000}
State faxss 165,400
Totai 3 2,135,000

Deferred tax liability:

Depraciatton on property and equipment 5 (20.400)

NOTE10 - CONCENTRATIONS OF CASH

At April 30, 2022, the carrying amount of the Company’s cash and cash equivalents, hald at three banking institutions, was
$23,111,825, Each institution insures amounts of $250,000 provided by the Federal Deposit Insurance Corporation.

NOTE 11 - RETIREMENT PLANS

The Company has a defined contribution 401(k) plan (the "Plan") covering all of its eligible employees. The Plan is subject to
limitations =st forth by the Internal Revenue Coda, Eligible employees can contribute to the Plan {(elective defarrals). The basic
fimit on elective deferrals was $19,500 for calendar 2021 and increased to $20,500 in calendar 2022, per Internal Revenue
Service Publication 560, During the year endad April 30, 2022, the Company made matohing contributions of $127,874.

NOTE12 - OFF-BALANCE SHEET RISK

Off-balance shest financial instruments Include futuras, forward and foreign exchangea contracts, exchange-tradad and over-
the-counter options, delayed deliverias, forward mortgage-backed trade, securities purchased and sold on a when issuad basis
(when-issued securities), and interest rate swaps, Derivative financial instruments may be used to meet the needs of
custemers, conduct trading activities, and manage market risks and are, therefore, subject to varying degrees of markat and
credit risk. Derivative transactions may be enterad into for trading purposes or to economically hedge other pesitions or
transactions. Futures and forward confracts and to-be-announced securities and when-issued securities provida for the
delayed dslivery of the undertlying instrument.

As of April 30, 2022, and for the year then ended, the Company had not antered into or was a party to off-balance sheet
financial instruments in its nermal course of business as referred to in the aforementioned paragraph.
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NOTE13 - SUBSEQUENT EVENTS

The Company has evaluated subsequent events through June 22, 2022, the date at which tha financial statements were
available to be issued. The Company has concluded no events have occurred subsaguent to April 30, 2022 which require
consideration as adjustments to or disclasure in its financial statements,
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