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OATH OR AFFIRMATION

Lisa Barnes swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

CPS Financial Insurance Services Inc as

of March 31 2O__ are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

None ________________________________

___CiM lNflS Signature.CJP

it Title

This report contains check all applicable boxes

Facing Page

Statement of Financial Condition

Statement of Income Loss
Statement of Cash Flows
Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-I and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e
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Joseph Yafeh CPA Inc

lrofissional Accounting Corporation

1300 Olympic Blvd Suite 875

Los Angeles CA 90064

310-477-8150 Fax 10-477-81 52

REPOR1 OF INIEPENDENT AUDITOR

l3oard of Iirectors

CPS Financial Insurance Services Inc

Irvine California

have audited the accompanying statement of financial condition of CPS Financial Insurance

Services Inc the Company as of March 31 2009 and related statements of operations changes

in shareholders equity and cash flows and fr the year then ended These financial statements

are being filed pursuant to Rule l7a-5 of the Securities Exchange Act of 1934 and include the

supplemental schedule of the net capital computation required by rule 5c3- These financial

statements are the responsibility of the Companys management My responsibility
is to express

an opinion on these financial statements based on my audit

conducted my audit in accordance with the auditing standards generally accepted in the United

States of America Those standards require that plan and perform the audit to obtain reasonable

assurance about whether the financial statements are free of material misstatement An audit

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

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

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

presentation believe that my audit provides reasonable basis for my opinion

In my opinion such financial statements referred to above present fairly in all material respects

the financial condition of the Company as of March 2009 and the results of its operations

changes in shareholders equity and cash flows and for the year then ended in conformity with

accounting principles generally accepted in the United States of America

Los Angeles Caliuirnia

May 2009



PS FINANCIAL INSURANCE SERVICES INC

STAIEMFNi OF FINANCIAL CONDITION

MARCH 31 2009

ASS 1S

Cash

Checking
58415

Money Market

lotal Cash 238226

Securities at Market Value 36979

Accounts receivable
8828

Property
and cquipmcnt net of depreciation of $1748 897

Prepaid taxes
47014

Investment at cost
16000

iOIAL ASSFIS 347944

LIABILITIES ANI SHAR EQUITY

LIABILITIES

Accounts payable
825

Accrued commissIons 531 16

TOTAL LIABILITIES 53941

SHAREHOLDERS EQUITY

Common stock $1 par value 100000 shares

authorized and issued 6000 sharcs outstanding 6000

Contributed capital
1000

Retained earnings
287003

TOTAL SHAREHOLDERS EQUITY 294003

TOTAL LIABILITIES ANI SI IAREI IOLDERS EQUITY 347944

Sec Accompanying Notes to Financial Statements



CPS FINANCIAL INSURANCE SERVICES INC

SIAIEM ENF 01 OPERATIONS

IOI TILE YEAR ENIE1 MARC1I 2009

RI EN ES

Commissions 290024

Other 41568

Interest 4702

Iividend 00

TOTAL REVENUES 336394

EXPENSES

Management fee Parent Co 7500

Rank fees

Commission expense 172171

Iepreciation
61

FINRA fies 9883

Mark to market securities 34005

Office expense
483

Professional services 7697

Rent 6000

Ielephonc 2400

TOIAL OPERATING EXIENSES 307931

INCOME PROVISION 28463

INCOME TAX PROVISION 6550

NET INCoME 21913

See Accompanying Notes to Financial Statements



CPS fINANCIAL INSURANCE SERVICES INC

SiATEMENT OF CIIANIES IN SlIAREI IOLIERS EQuITY

FOR TIlE YEAR ENDED MARCH 31 2009

Common

Stock Common PaidIn Retained Total

Shares Stock Capital Earnings Equity

Balance March 31 2008 6000 6000 1000 265090 27209

Net Income 21913 21913

Balance March 31 2009 6000 6000 1000 287003 294003

See Accompanying Notes to Financial Statements



CIS FINANCIAL INSIJRANCL SERVICES INC

STATEMENT OF CASI FLOWS

FOR Ill EAR ENDLI MARCI 131 2009

Flows from Operating Activities

Net income 21913

Iepreciation
161

Changes in operating assets and liabilities

Accounts receivable 444

Accounts payable
675

Accrued commission 38941

Accrued tax provision
57666

Prepaid taxes 47014

Net cash used by operating
activities 45784

Cash Flows from Investing Activities

Securities net 33905

Investment 16000

Net cash provided
frOifl investing activities 17905

Cash Flows from Financing Activities

Net decrease in cash 27879

Cash at beginning of year
266105

Cash at end of year
238226

SUPPLEMENTAL INFORMATION

Income taxes

Federal tax 40885

State tax
12679

lotal tax provision
53564

Interest paid

See Accompanying Notes to Financial Statements



CPS FINANCIAL INSURANCE SERVICES INC

NOTES To FINANCIAL STATEMENTS

MARCIl 31 2009

NOTE NATURE OF BUSINESS

CPS Financial Insurance Services Inc the Company wholly owned subsidiary of

CPS Insurance Services is wholesaler of variable insurance products to other Financial

Industry Regulatory Agency FINRA member broker/dealers registercd with the

Securities and Exchange Commission under SEC Rule 5c3-3a2vi The Company

was incorporated in the state of California on April 1996 under the name CPS

Financial Services Inc On October 1997 the Company changed its name to CIS

Financial Insurance Services Inc

On May 997 the Company was approved for membership by the National

Association of Securities 1ealers subject to the execution of the restriction agreement

The NASD and NYSE Member Regulation consolidated in 2007 to form FINRA The

ompany will only act as wholesaler of variable insurance products to other FINRA

Regulation member broker/dealers The Company does not hold customers funds or

securities As result the Company is exempt from certain provisions and requirements

of the Securities Exchange Commission

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Property Equipment and Depreciation Property and equipment are carried at cost

Depreciation is calculated on the straight-line method over estimated economic lives

which are generally five years

Use of Estimates The preparation of financial statements in conformity with generally

accepted accounting principles 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



CPS FINANCIAL INSURANCE SERVICES INC

NOTES TO FINANCIAL STATEMENTS

MARCIL 31 2009

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES Continued

IflCOmC taxes Income taxes are provided based on earnings reported for financial

statement purposes In accordance with FASE3 Statement No 109 the asset and liability

method requires
the recognition of deferred tax liabilities and assets for the expected

future tax consequences of temporary differences between tax basis and financial

reporting
basis of assets and liabilities The income tax provision benefit is comprised as

fbllows

State 2572

Federal 3978

NOTE NET CAPITAL REqUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-l of the Securities and Exchange Act

of 1934 the Company is required to maintain minimum net capital $5000 or 2/3%

of aggregate indebtedness whichever is greater as defined under such provisions See

page for the computation of net capital

NOTE RELATED PARTY

The Company was charged management fee of $75000 by its parent company The

management fee includes rent telephone expense and management of sales people

NOTE INVESTMENT

The Company has invested in private company with 10 percent annual rate of return

NOTE 6- EXEMPTION FROM TIlE SE RULE 15c3-3

CPS Financial Insurance Services Inc sells variable insurance products to FINRA

members therefore the Company is exempt from provisions under the SE Rule 5c3-3

Customer Protection Reserves and Custody of Security under Rule 15c3-3 paragraph

In addition the Company is exempt from the Possession or Control Requirements under

Rule 5c3-3 paragraph



CIS HNANCIAL INSURANCE SERVICES INC

iMPLJTATIN OF NET CAPITAL REQUIREMENTS PURSUAN1

RULE 15c3-l

MARCh 31 2009

OMPUTATION OF NE CAIITAL

Iota ownership equity horn statement of fiflaflCial condition 294003

Nonal lowable assets schedule attached 72739

laircuts sChedule attached 5420

NET CAPITAL 215844

COMPUTATION OF NET CAPITAL REQUIREMENTS

Minimum net aggregate
indebtedness

6.66% of net aggregate
indebtedness 3596

inimuin dollar net capital required
5000

Net Capital required greater of above amounts 5000

EXCESS CAPIIAL 210844

Excess net capital at 1000% net capital less 0% of

aggregate indebtedness 10450

COMPUTATION OF AGGREGATE INIEBTEINESS

iota liabilities 53941

Percentage of aggregate indebtedness to net capital
25%

The following is reconciliation of the above net capital

computation with the Companys coiTesponding
unaudited

computation pursuant to Rule 795d4

NET CAPITAL IER COMPANYS COMPUTATION

Unaudited net capital
16300

Audit adjustment for unrecorded liabilities 456

Audited Net Capital
215844

See Accompanying Notes to Financial Statements



CPS INSURANCE FINANCIAL SERVICES INC

NON-ALLWABU ASSETS

MARCH 31 2009

NON-ALLOWABLE ASSETS

Accounts reccivabic 8828

Furniture and equipment net 897

Prcpaid taxes 47014

in vestment at cost 6000

72739

IIA RCUIS

Stocks at market value $36005 15% 5401

Market Fund -- 974 2% 19

5420

See Accompanying Notes to Financial Statements



PART II

CPS FINANCIAL INSURANCE SERVICES INC

STATEM ENT OF INTERNAL CONTROL

MARCI-I 31 2009



Joseph Yafeh CPA Inc
/ro/ivsionciI Accounting Corporation

11300 Olympic Blvd Suite 875

Los Angeles CA 90064

310-477-81 So Fax 310-477-81 52

REPORT OF INDEPENDENT ALJIITOR

oN INTERNAL ACCOUNTING CONTROL REQUIRED BY SEC RULE 17a-5

Board of

CPS Financial Insurance Services Inc

Irvine Call fbrnia

In planning and performing my audit of the financial statements of CPS Financial Insurance

Services Inc hereafter referred to as the Company for the year ended March 31 2009

considered its internal control including control activities for safeguarding securities in order to

determine my auditing procedures for the purpose of expressing my opinion on the financial

statements and not to provide assurance on internal control

Also as required by Rule 7a-5g of the Securities and Exchange Commission SE have

made study ofthe practices
and procedures followed by the Company including tests of such

practices and procedures that considered relevant to the objectives stated in Rule 7a-5g in

making the periodic computations of aggregate indebtedness or aggregate debits and net capital

under Rule 7a-3 11 and for determining compliance with the exemptive provisions of Rule

15c3-3 Because the Company does not carry securities accounts for customers or perform

custodial functions relating to customer securities did not review the practices
and procedures

followed by the Company in any of the following

Making quarterly securities examinations counts verifications and

comparisons

Recordation of differences required by Rule 17a-13

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

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

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

and the practices and procedures ref erred 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 he expected to

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

practices and procedures arc to provide



Board of Directors

CPS Financial Insurance Services Inc

Irvine California

management with reasonable hut not absolute assurance that assets for which the Company has

responsibility arc safeguarded against
loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly

to permit the preparation of financial statements in conformity with generally accepted

accounting principles Rule 7a-5g lists additional objectives of the practices
and procedures

listed in the preceding paragraph

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

above error or fraud may occur and not he 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

My consideration of internal control would not necessarily disclose all matters in internal control

that might he material weaknesses under standards established by the American Institute of

Certified Public Accountants material weakness is condition in which the design or

operation of the specific
internal control components does not reduce to relatively low level the

risk that error or fraud in amounts that would he material in relation to the financial statements

being audited may occur and not he detected within timely period by employees in the normal

course of performing their assigned functions However noted no matters involving internal

control including control activities for safeguarding securities that consider to be material

weaknesses as defined above

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

second paragraph of this report arc considered by the SEC to he adequate for its purposes in

accordance with the Securities Exchange Act of 934 and related regulations and that practices

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

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

Companys practices and procedures were adequate at March 2009 to meet the SECs

objectives

This report
is intended solely for the information and use of the Board of Directors management

the SEC FINRA and other regulatory agencies that rely on Rule 7a-5g under the Securities

Exchange Act of 1934 in their regulation
of registered brokers and dealers and is not intended to

he and should not he used by anyone other than these specified parties

Los Angeles California

May 2009
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