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CONTINENTAL INVESTORS SERVICES, INC.
Statement of Financial Condition

June 30, 2022

Cash 395,616$        
Receivable from broker-dealer and clearing organizations 1,853,589       
Securities owned 1,795,232       
Furniture and equipment, net 12,072            
Deferred tax asset 6,645              
Prepaid expenses and other assets 165,264          

TOTAL ASSETS 4,228,418$     

LIABILITIES:
Accounts payable and accrued expenses 23,461$          
Payable to broker-dealers and clearing organizations 1,890,054       

Total liabilities 1,913,515       

STOCKHOLDERS' EQUITY:
Common stock of no par value, authorized 200,000
  shares, issued 72,726 and outstanding 10,521 791,329          
Treasury stock, 62,205 shares, at cost (3,634,865)     
Retained earnings 5,158,439       

Total stockholders' equity 2,314,903       

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY 4,228,418$     

ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

See independent auditors' report and notes to these financial statements
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CONTINENTAL INVESTORS SERVICES, INC.
Statement of Income

Year Ended June 30, 2022

REVENUES AND GAINS:
3,416,950$   
(184,762)      

81,101          
516,349        

Commissions, concessions, and fees
Net trading losses on firm securities
Interest
Clearing broker 
Refunds and other 40,005          

Total revenues and gains 3,869,643     

EXPENSES:
Commissions and related 2,501,363     
Employee compensation and benefits 662,749        
Clearance paid to other brokers 242,970        
Communications and data processing 130,882        
Professional fees 47,381          
Occupancy and office supplies 91,610          
Interest 30,969          
Other 98,050          

Total expenses 3,805,974     

INCOME BEFORE FEDERAL INCOME TAXES 63,669          

INCOME TAX PROVISION:
Current federal income tax expense (9,342)          
Deferred federal income tax expense 1,430            

Total income tax provision (7,912)          

NET INCOME 55,757$        

See independent auditors' report and notes to these financial staements
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CONTINENTAL INVESTORS SERVICES, INC.
Statement of Changes in Stockholders' Equity

Year Ended June 30, 2022

Retained
# Shares Amount # Shares Amount Earnings Total

72,726           791,329$       62,205       3,634,865$    5,102,682$           2,259,146$      

- - - - 55,757 55,757             

BALANCES AT JUNE 30, 2021

Net income

BALANCES AT JUNE 30, 202 72,726           791,329$       62,205       3,634,865$    5,158,439$           2,314,903$      

Common Stock Treasury Stock

See independent auditors' report and notes to these financial statements
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CONTINENTAL INVESTORS SERVICES, INC.
Statement of Cash Flows

Year Ended June 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES:
Net Income $ 55,757       
Adjustments to reconcile net income to cash provided

by operating activities:
Depreciation 4,008         
Net unrealized gains on securities owned 224,462     
Change in deferred tax asset (1,430)        

(Increase) decrease in operating accounts:
Fees Receivable (379,978)    
Securities owned (438,086)    
Prepaid expenses (93,166)      
Accounts payable and accrued expenses (31,916)      
Net Payable to clearing broker-dealer 408,080     

Net cash used by operating activities (252,269)    

NET DECREASE IN CASH (252,269)    

CASH, BEGINNING OF YEAR 647,885     

CASH, END OF YEAR $ 395,616     

SUPPLEMENTAL CASH FLOW INFORMATION:
Income taxes paid $ 84,000       
Interest paid $ 30,969       

See Independent Auditors' Report and notes to these financial statements
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CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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1. THE COMPANY AND SIGNIFICANT ACCOUNTING POLICIES

The Company and Nature of the Business 
Continental Investors Services, Inc. (the “Company”), is a broker-dealer registered with the 
Securities and Exchange Commission (SEC) and is a member of the Financial Industry Regulatory 
Authority (FINRA). The Company is a Washington state corporation. 

The Company provides broker-dealer services both as agent and principal to its customers. The 
Company operates under SEC Rule 15c303(k)(2)(ii), which provides that all funds and securities 
belonging to the Company’s customers would be handled by a clearing broker-dealer. The 
Company’s customers are located throughout the United States. 

Cash and Cash Equivalents 
Cash consists of deposits with banks. For purposes of the Statement of Cash Flows, the Company 
has defined cash equivalents as highly liquid investments with original maturities of less than three 
months that are not held for sale in the ordinary course of business. 

Securities Owned and Revenue Recognition 
Proprietary security transactions in regular-way trades are recorded on a trade-date basis, as if they 
had been settled. Profit and loss arising from all securities transactions entered into for the account 
and risk of the Company are recorded on a trade-date basis. Customer securities transactions are 
reported on a settlement-date basis with related commission income and expenses reported on a 
trade-date basis. 

Securities owned and securities sold not yet purchased are recorded at fair value in accordance 
with FASB ASC 820, Fair Value Measurement (See Note 2). 

Securities and investments which are not readily marketable are carried at fair value as determined 
by management of the Company. Unrealized gains and losses are credited or charged to operations. 
The Company’s securities are held in the custody of clearing broker-dealers. Should the clearing 
broker-dealer fail to deliver securities to the Company, the Company may be at market risk to 
purchase or sell identical securities on the open market. 

Securities sold not yet purchased represent an obligation of the Company to deliver specified 
equity securities at a predetermined price. The Company is obligated to acquire the securities at 
prevalent market prices in the future to satisfy this obligation. 

Receivables from broker-dealers and clearing organizations are generally collected in full in the 
month following their accrual. As such, management has not recorded an allowance for doubtful 
accounts on these receivables. 



8 

CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 

Revenue from contracts with customers consists of distribution fees. The recognition and 
measurement of revenue is based on the assessment of individual contract terms. Significant 
judgment is required to determine whether performance obligations are satisfied at a point in time 
or over time; how to allocate transaction prices where multiple performance obligations are 
identified; when to recognize revenue based on the appropriate measure of the Company’s progress 
under the contract; and whether constraints on variable consideration should be applied due to 
uncertain future events. 

The Company enters into arrangements with managed accounts or other pooled vehicles (funds) 
to distribute shares to investors. The Company believes that its performance obligation is the sale 
of securities to investors and as such this is fulfilled on the trade-date. Any fixed amounts are 
recognized on the trade-date, and variable amounts are recognized to the extent it is probable that 
a significant revenue reversal will not occur once the uncertainty is resolved. For variable amounts, 
as the uncertainty is dependent on the value of the shares at future points in time, as well as the 
length of time the investor remains in the fund, both of which are highly susceptible to factors 
outside the Company’s influence, the Company does not believe that it can overcome this 
constraint until the market value of the fund and the investor activities are known, which are 
usually monthly or quarterly. Distribution fees recognized in the current period are related to 
performance obligations that in some instances have been satisfied in prior periods. 

Other Receivables 
The Company advances funds to its registered representatives as determined necessary by 
management. Management records an allowance for bad debts based on a collectability review of 
specific accounts. Management has recorded an allowance of $  as of June 30, 2022 and 
as such, the receivable has been fully allowed. 

Commissions 
Commissions and related clearing expenses are recorded on a trade-date basis as securities 
transactions occur. 

Advertising 
Advertising costs are expensed as incurred. Advertising expenses of $5,436 were incurred during 
the year ended June 30, 2022. 

Furniture and Equipment and Depreciation 
Furniture and equipment with a cost basis in excess of $5,000 are capitalized and stated at cost.  
Normal repairs and maintenance, including website maintenance, computer hardware replacement 
parts, or computer software upgrades, are expensed as incurred. 



CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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Depreciation is provided and computed on the straight-line method over an estimated useful life 
of five years. Depreciation for the year ended June 30, 2022 was $4,008. Accumulated depreciation 
as of June 30, 2022 was $89,614. 

Treasury Stock 
Treasury stock is accounted for using the cost method. 

Income Taxes 
The amount of current and deferred taxes payable or refundable is recognized as of the date of the 
financial statements, utilizing currently enacted tax laws and rates. Deferred tax expenses or 
benefits are recognized in the financial statements for the changes in deferred tax liabilities or 
assets between years. 

The Company recognizes and measures its unrecognized tax benefits in accordance with FASB 
ASC 740, Income Taxes. Under that guidance, the Company assesses the likelihood, based on their 
technical merit, that tax positions will be sustained upon examination based on the facts, 
circumstances, and information available at the end of each period. The measurement of 
unrecognized tax benefits is adjusted when new information is available, or when an event occurs 
that requires a change. The company has determined that there are no uncertain tax positions that 
require financial statement recognition. The Federal tax returns remain open for examination by 
tax authorities for a period of three years from the date which they are filed. The 2018, 2019, and 
2020 income tax returns are currently open for examination.  

Concentrations of Risk 
The Company is engaged in various trading and brokerage activities with counterparties, primarily 
broker-dealers, banks, and other financial institutions. In the event counterparties do not fulfill 
their obligations, the Company may be exposed to risk. The risk of default depends on the 
creditworthiness of the counterparty or issuer of the instrument. It is the Company’s policy to 
review, as necessary, the credit standing of each counterparty. 

The Company’s operating cash is on deposit with one financial institution, which balance exceeded 
the Federally insured limit of $250,000 by $119,318 as of June 30, 2022. 

Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America 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. 



CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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Commitments and Contingencies 
According to an indemnification clause in the Company’s clearing agreement, should the 
Company’s customers fail to settle security transactions, the Company will indemnify the clearing 
broker-dealer to the extent of the net loss on the unsettled trade. As of June 30, 2022, the Company 
had not been notified by the clearing broker-dealer, nor was management aware, of any potential 
losses. 

2. FAIR VALUE MEASUREMENTS

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, and 
establishes a fair value hierarchy, which prioritizes the inputs to valuation techniques. Fair value 
is the price that would be received to sell an asset, or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. A fair value measurement 
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market 
for the asset or liability or, in the absence of a principal market, the most advantageous market. 
Valuation techniques that are consistent with the market, income, or cost approach, as specified 
by FASB ASC 820, are used to measure fair value. 

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value 
into three broad levels: 

• Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

• Level 2 inputs are inputs other than quoted prices included within level 1 that are
observable for the asset or liability, either directly or indirectly.

• Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions about the assumptions that market participants would use in pricing the asset
or liability. The unobservable inputs should be developed based on the best information
available in the circumstances and may include the Company’s own data.

The availability of observable inputs can vary from security to security and is affected by a wide 
variety of factors, including, for example, the type of security, the liquidity of markets, and other 
characteristics particular to the security. To the extent that valuation is based on models or inputs 
that are less observable or unobservable in the market, the determination of fair value requires 
more judgment. Accordingly, the degree of judgment exercised in determining fair value is greatest 
for instruments categorized in level 3. There were no transfers in or out of level 3 during the year. 

The inputs used to measure fair value may fall into different levels of the fair value hierarchy. In 
such cases, for disclosure purposes, the level in the fair value hierarchy within which the fair value 
measurements fall in its entirety is determined based on the lowest level input that is significant to 
the fair value measurement in its entirety. 



CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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The following table presents the Company’s fair value hierarchy for those assets (and 
corresponding liabilities) measured at fair value on a recurring basis as of June 30, 2022: 

Level 1 Level 2 Level 3 Total 
Security Type 

Mutual Funds $  296,074   $ 296,074 
Corporate and other debt  $       98,985 98,985 
Municipal bonds 1,297,193 1,297,193 
Equities 102,980 102,980    

_________ _________ _________ _________ 
       TOTALS  $  399,054 $ 1,396,178           $      - $ 1,795,232 

3. RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND
CLEARING ORGANIZATIONS

Amounts receivable from and payable to the Company and the clearing organizations on June 
30, 2022 consist of the following: 

Receivable Payable 

Deposits for securities borrowed/loaned $    858,531 
Fees earned and not yet received 271,068          
Clearing broker expense allowance receivable 166,349 
Cash held by clearing broker 551,640 
Payable to clearing broker $ 1,890,054 
Interest receivable 6,001 

__________ __________ 
     TOTALS $  1,853,589 $ 1,890,054 

The Company clears its proprietary and customer transactions through a broker-dealer on a fully-
disclosed basis. As such, the Company is exempt from certain provisions of Rule 15c3-3 because 
it does not hold funds or securities of customers. The amount payable to the clearing broker relates 
to unsettled trading securities owned and is collateralized by securities owned by the Company. 
Interest is charged on this payable at the prevailing margin rate, which was 4.50% at June 30, 2022. 



CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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4. INCOME TAXES

A reconciliation of the Company’s federal income taxes and related accounts for the year ended 
June 30, 2022 is as follows: 

Federal Income  Federal Income Tax 
 Tax Provision Asset (Liability) 

 Deferred Income Tax 
Current Deferred Tax Asset     Prepaid 

Calculation of Taxable Income: 
Income before Federal income taxes $ 63,669 

Permanent differences between book and tax: 
  Interest income not subject to Federal taxation   (21,237) 

Temporary differences between book and tax: 
  Accrued vacation  2,700 $ (2,700) $ 2,400 
  Depreciation 4,008 (4,008) 4,008 
  Bad debt recovery 100 (100) 100

_________ ______ ________ 
Taxable income before special deduction 49,240 (6,808) 6,808 
Special deduction for dividends (7,868) 

_________ ______ ________ 
Taxable income $  41,372 $  (6,808) $ 6,808 

Calculation of Tax Provision and End of Year Balances: 
Federal income tax at 21% $   8,688 $  (1,430) $  1,430 $  (8,688) 
Estimated payments and refund applied 84,000 
Extension payment made in 2020 39,000 
Prior year adjust to return 654 (654) 
Balance at beginning of year 5,21  (38,242) 

________ 
Balance at June 30, 2022 

________ _______ _______ 
$   9,342 $  (1,430) $   6,64  $ 75,416 
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CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 

5. NET CAPITAL REQUIREMENT

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15c3-3), which requires 
the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to 
net capital, both as defined, shall not exceed 15 to 1. The rule of the “applicable” exchange also 
provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital 
ratio would exceed 10-1. At June 30, 2022, the Company had net capital of $1,521,994 which was 
$1,271,994 in excess of its required net capital of $250,000. 

6. PENSION PLAN

The Company has established a SAR-SEP pension plan covering substantially all employees. The 
Company may elect to make employer contributions as determined by the Board of Directors. 
SAR-SEP employer expense for the year ended June 30, 2022 was $0,

7. RELATED PARTY TRANSACTIONS

During the current fiscal year, all shareholders of Continental Investors Services (“CIS”) as of 
June 30, 2022, with one exception, were paid employees and/or paid representatives of CIS. 
Shareholder representatives were compensated at standard commission rates. In addition, one key 
employee, officer, and shareholder received a salary of $115,920 for managerial responsibilities. 

The Company leases an office building on a month-to-month basis from a related company owned 
by an officer and key employee of CIS. 

A family member of an officer/shareholder of CIS has earned commissions in the amount 
of $223,449 for the period ended June 30, 2022. 

The following describes the transactions between this related Company and CIS: 
Reimbursements from CIS to related company: 

Rent  $  29,400 
Utilities  3,675 
Travel and entertainment 7,936 

Reimbursements from related company to CIS: 
Payroll and related costs  $  58,754 
Telephone 923 



CONTINENTAL INVESTORS SERVICES, INC. 
Notes to Financial Statements 

Year Ended June 30, 2022 
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8. CLEARING BROKER DEALER 

The Company clears its investment and client transactions through another clearing broker dealer. 
During the year ended June 30, 2022, the Company chose to transition clearing activities to Royal 
Bank of Canada (RBC), who agreed to offset certain of the Company’s decommissioning and 
transition costs of $516,349, which reimbursement is included in the accompanying Statement of 
Income. 

 

9.  SUBSEQUENT EVENTS 

Management has evaluated events through August 26, 2022, the date on which the financial 
statements were available to be issued.  No events have occurred subsequent to year-end that 
require adjustment to or disclosure in the financial statements.  

 

 



CONTINENTAL INVESTORS SERVICES, INC.
Schedule 1 - Computation of Net Capital Under Rule 15c3-1 of the Securities and Exchange Commission

June 30, 2022

Stockholders' equity $ 2,314,903  

Non-allowable assets and charges against net capital:
Petty cash 190 
Prepaid expenses 114,551 
Deferred tax asset 6,645 
Certificate of Deposit 50,523 
Receivable from non-customers 443,418 
Furniture and equipment 12,072 

Total non-allowable assets 627,399 

Haircut on firm trading inventory and undue concentrations 165,510 

Net capital, as defined 1,521,994   (A)
Minimum requirement of net capital ($250,000 or 6-2/3%

of aggregate indebtedness of $55,377) 250,000 

Excess of net capital over requirement 1,271,994 

Aggregate indebtedness:
Total liabilities 1,913,515$   
Less: Due to clearing broker-secured by firm trading securities (1,890,054)   

Total Aggregate indebtedness $ 23,461   (B)

Percentage of aggregate indebtedness to net capital (B/A) 1.54%

The computation for determination of net capital under Rule 15c3-1 as of June 30, 2022 prepared by 
Continental Investors Services Inc., in its unaudited Form X-17A-5, Part IIA as filed and amended, does 

mateially differ from the above computation, which is based on audited financial statements. 
Therefore, no reconciliation of the computation is deemed necessary.
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amended, does
mateially differ from the above computation, which is based on audited financial statements.

Therefore,



CONTINENTAL INVESTORS SERVICES, INC. 
Computation for Determination of Reserve Requirements and Information Relati

Possession or Control Requirements Pursuant to SEA Rule 15c3-3 
For the Year Ended June 30, 2022 

The Company is exempt from the provisions of Rule 15c3-3 under paragraph 
(k)(2)(ii) in that the Company clears all customer transactions through another 
broker-dealer on a fully disclosed basis. Accordingly, there are no items to report 
under the requirements of this rule. 
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I tem No.
2a.  To ta l  revenue (FOCUS L ine  12 /Par t  I IA  L ine  9 ,  Code 4030)

2b .  Add i t ions :
(1 ) To ta l  revenues  f rom the  secur i t ies  bus iness  o f  subs id ia r ies  (except  fo re ign  subs id ia r ies )  and

predecessors  no t  inc luded above.

(2 ) Net  loss  f rom pr inc ipa l  t ransac t ions  in  secur i t ies  in  t rad ing  accounts .

(3 ) Net  loss  f rom pr inc ipa l  t ransac t ions  in  commodi t ies  in  t rad ing  accounts .

(4 ) In te res t  and  d iv idend expense deduc ted  in  de te rmin ing  i tem 2a .

(5 ) Net  loss  f rom management  o f  o r  par t i c ipa t ion  in  the  underwr i t ing  o r  d is t r ibu t ion  o f  secur i t ies .

(6 ) Expenses  o ther  than  adver t i s ing ,  p r in t ing ,  reg is t ra t ion  fees  and lega l  fees  deduc ted  in  de te rmin ing  ne t
p ro f i t  f rom management  o f  o r  par t i c ipa t ion  in  underwr i t ing  o r  d is t r ibu t ion  o f  secur i t ies .

(7 ) Net  loss  f rom secur i t ies  in  inves tment  accounts .

         To ta l  add i t ions

2c .  Deduc t ions :
(1 ) Revenues  f rom the  d is t r ibu t ion  o f  shares  o f  a  reg is te red  open end inves tment  company or  un i t

inves tment  t rus t ,  f rom the  sa le  o f  var iab le  annu i t ies ,  f rom the  bus iness  o f  insurance ,  f rom inves tment
adv isory  serv ices  rendered  to  reg is te red  inves tment  compan ies  o r  insurance  company separa te
accounts ,  and  f rom t ransac t ions  in  secur i t y  fu tu res  p roduc ts .

(2 ) Revenues  f rom commodi ty  t ransac t ions .

(3 ) Commiss ions ,  f loor  b rokerage and c learance  pa id  to  o ther  S IPC members  in  connec t ion  w i th
secur i t ies  t ransac t ions .

(4 ) Re imbursements  fo r  pos tage in  connec t ion  w i th  p roxy  so l i c i ta t ion .

(5 ) Net  ga in  f rom secur i t ies  in  inves tment  accounts .

(6 ) 100% o f  commiss ions  and markups  earned f rom t ransac t ions  in  ( i )  ce r t i f i ca tes  o f  depos i t  and
( i i ) T reasury  b i l l s ,  bankers  acceptances  o r  commerc ia l  paper  tha t  mature  n ine  months  o r  less
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(9 ) ( i )  To ta l  in te res t  and  d iv idend expense (FOCUS L ine  22 /PART I IA  L ine  13 ,
Code 4075 p lus  l ine  2b(4)  above)  bu t  no t  in  excess 
o f  to ta l  in te res t  and  d iv idend income.

( i i ) 40% o f  marg in  in te res t  earned on  cus tomers  secur i t ies
accounts  (40% o f  FOCUS l ine  5 ,  Code 3960) .

Enter  the  g rea te r  o f  l i ne  ( i )  o r  ( i i )

To ta l  deduc t ions

2d.  S IPC Net  Opera t ing  Revenues

2e.  Genera l  Assessment  @ .0015

DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

$

$

$

$

$
( to  page 1 ,  l i ne  2 .A . )

Amounts  fo r  the  f i sca l  per iod 
beg inn ing    
and end ing          

E l iminate  cents

JULY 1, 2021
  JUNE 30, 2022

26

26

Clearing house expense reimbursements for costs associated with changing carrying broker 516,349

241,849

1,028,488

3,869,643

3,078

           30,969

        30,969

1,817,655

2,052,014








