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OATH OR AFFIRMATION

I, Chester Hebert , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Colorado Financial Service Corporation , as

of December 31 20 09 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 solely as that of a customer, except as follows:
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N‘otary Public

This report ** contains (check all applicable boxes):

[¥ (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

() A Reconciliation, including appropriate explanation of the Computation of Net Capital 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 Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Cor dovano and H. oneck LLP Certified Public Accountants
88 Inverness Circle East
Building M
Englewood, Colorado 80112
(303) 329-0220 Phone
(303) 316-7493 Fax

Report of Independent Registered Public Accounting Firm
To the shareholder of Colorado Financial Service Corporation

We have audited the accompanying statement of financial condition of Colorado Financial Service
Corporation (the “Company™) as of December 31, 2009, and the related statements of income, changes in
shareholder’s equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under
the Securities Act of 1934. These financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement. Our audit included
consideration of internal control over financial reporting as a basis for designing audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Colorado Financial Service Corporation as of December 31, 2009, 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. '

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I, II, IIl, and IV is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17A-5 under the Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Cordovano and Honeck LLP

Englewood, Colorado
February 16, 2010



COLORADO FINANCIAL SERVICES CORPORATION
Statement of Financial Condition

December 31,2009
Assets
Current assets:
(01 + L PSPPSR $ 151,110
Commissions reCeiVADIE ... ... e 4,014
Marketable securities, avalailable-for-sale, at market value (Note 3)..................... 4,583
TOtal CUITENT ASSEES. ...ttt ittt e e e re e e ineeaneee $ 159,707

Liabilities and Shareholder's Equity

Current liabilities:

Accounts payable ..ot $ 110,275
Income taxes payable (NOt€ 5).....coiiiiiiii i e 8,506
Total current Habilitles. . ..ot e 118,781

Shareholders' equity: (Note 4):
Common Stock, no par value, 100,000 shares authorized

100 shares issued and outStanding............vvevviriiiiiii e 100
Additional patd-in capital..........ccooiiiiii 15,158
Accumulated other comprehensive INCoOMmMe. .......oovvviniiiini i, 3,151
Retained @armings. .. .o.v ot eneeene et 22,517

Total shareholder's equity.........cocooeviiiiiiii 40,926

§ 159707

See accompanying notes to financial statements
23



COLORADO FINANCIAL SERVICES CORPORATION
Statement of Income
For the Year Ended December 31, 2009

Revenues:
Brokerage COMMISSIONS. ... ..ocouiiiiiniiiiit et $ 1,564,863
(013115 11 1010) 10 - IR T 3,304
BN 71 B (52 1 T PPN 1,568,167
Expenses:
000 101V (o)1 K T PP 1,414,693
Regulatory fees ... 401
Occupancy (NOLE 2). .. oeneeien ittt et et et e 3,300
Other general and administration €XPenses............oovvueiiiiiininirnereiieeenn. 106,441
TOtal EXPENSES. . unnininiee ettt 1,524,835
INCOME DEfOTe INCOME tAXES. ..ttt ittt ettt it et et e e et e et e ee e eenaea s 43,332
Provision for income taXxes (NOE 5)...uiiiiit it (8,506)
IS BT TeLe) 11T $ 34,826

See accompanying notes to financial statements
-4-



COLORADO FINANCIAL SERVICES CORPORATION
Statement of Other Comprehensive Income
For the Year Ended December 31, 2009

S B 111 1 L

Other comprehensive income
Unrealized holding gain..... ... e
Total Comprehensive INCOmMe. .........c.ooviiiiiiiiiii i,

See accompanying notes to financial statements
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COLORADO FINANCIAL SERVICES CORPORATION
Statement of Cash Flows
For the Year Ended December 31, 2009

Cash flows from operating activities: _
L T oo ) 1 1P 3 34,826
Adjustments to reconcile net income to net cash

provided by operating activities:

Contributed rent (NOTE 2)....irere et 3,300
Changes in current assets and liabilities:
RECEIVADIES. .. ottt e (3,534)
Accounts payable and accrued liabilities....................o 116,029
Net cash provided by
OPErating aCtiVItIeS. .. ... ..ouuiuiuit i 150,620

Cash flows from Investing activities:
Purchase of INVESIMENT. .. ..ovneiiiiit e et e e et e et v eaeees (1,432)
Net cash used in
INVeSting ACtIVItIES. .. o.von et (1,432)

Cash flows from Financing activities:

Dividends paid (INOte 3)......oiiiiii e (15,000)
Net cash used in
fINanCing ACtIVILIES . ....v vt (15,000)

Net change in cash and
cash equivalents............oooiiiiii i 134,188

Cash and cash equivalents:

Beginning of Year........oooe oo 16,922
End Of YEaI. ... oot $ 151,110
Supplemental disclosure of cash flow information:
Cash paid during the year for:
IIICOMIE LAKES ... o eeete ettt et et e e e e e et et e e et ettt e e en e ea et et aea e e $ 661
| = SO P OO PPR $ —

See accompanying notes to financial statements
-7-



COLORADO FINANCIAL SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS

Note 1. Organization, Presentation and Summary of Significant Accounting Policies

Organization and Basis of Presentation

Colorado Financial Service Corporation (the “Company”) The Company is a broker-dealer registered with
the SEC and is a member of Finra. The Company is a wholly owned subsidiary of TCD Development Corp.
(Parent).

Basis of Presentation
The Company is engaged in a single line of business as a fully-disclosed broker-dealer pursuant to certain
exemptive provisions of SEC Rule 15-¢3-3 subparagraph (k)(2)(i)

Use of Estimates

The preparation of financial statements in accordance with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
the disclosure of contingent assets and liabilities at the date of financial statements and the reported amounts
of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Investment Banking

Investment banking revenues include gains, losses, and fees, net of syndicate expenses, arising from
securities offerings in which the Company acts as an underwriter or agent. Investment banking management
fees are recorded on offering date, sales concessions on settlement date, and underwriting fees at the time the
underwriting is completed and the income is reasonably determinable.

Commissions
Commission expenses are recorded on a trade-date basis as securities transactions occur.

Statement of Cash Flows

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.

Commissions Receivable
Commissions receivable are stated at their net realizable value. Management believes that commissions
receivable are fully collectible and has not recorded an allowance for doubtful accounts.

Income Taxes

The Company accounts for income taxes under the provisions of Statement of Financial Accounting
Standards No. 109, Accounting for Income Taxes (SFAS No. 109). SFAS No. 109 requires recognition of
deferred tax liabilities and assets for the expected future tax consequences of events that have been included
in the financial statements or tax returns. Under this method, deferred tax liabilities and assets are
determined based on the difference between the financial statement and tax bases of assets and liabilities
using enacted tax rates in effect for the year in which the differences are expected to reverse.

Note 2. Related Party Transactions

In 2008, the Company entered into a cost sharing agreement (the “Agreement”) with its Parent company.
Under the terms of the Agreement, the Parent company paid certain administrative costs, totaling $3,300 for

-8-



COLORADO FINANCIAL SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS

the year ended December 31, 2009, on behalf of the Company. The Company recorded the contribution as a
charge to expense and a corresponding credit to paid-in capital in the accompanying financial statements.

Note 3. Fair value of marketable securities

Generally accepted accounting principles (“GAAP”) defines fair value, establishes a framework for
measuring fair value, and establishes a fair value hierarchy which prioritizes the inputs to valuation
techniques. According to GAAP, 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 GAAP, are
used to measure fair value.

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

e 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 Company’s marketable securities consisted of 2,865 shares of Keyon Communications Holdings, Inc.
(OTC Bulletin Board) valued at $4,583 at December 31, 2009. Sale of the marketable securities is restricted
under Rule 144.

The following table presents the fair value hierarchy for the marketable securities, measured at fair value on a
recurring basis, as of December 31, 2009.

Level 1 Level 2 Level 3
Common stock.................. $ 4583 § — 3 —

The marketable securities are available-for-sale but can only be sold in compliance with Rule 144.
Accordingly, holding gains and losses are reflected in other comprehensive income in the accompanying
financial statements. At December 31, 2009, the amortized cost basis, aggregate fair value and gains and
losses were as follows:



COLORADO FINANCIAL SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS

Amortized cost................... $ 1,432
Aggregate fair value............. $ - 4,583
Total gains........cccoovveeennnne. $ 3,151
Total losses........cceeveeennnn.. $ —
Total other than -temporary
impairment............coeveeneenn $ —

GAAP provides a fair value option election that allows the Company to irrevocably elect fair value as the
initial and subsequent measurement attribute for certain financial assets and liabilities. Changes in fair value
are recognized in earnings as they occur for those assets and liabilities for which the election is made. The
election is made on an instrument by instrument basis at initial recognition of an asset or liability or upon an
event that gives rise to a new basis of accounting for that instrument. The fair value option has not been
elected for any financial instruments that are not accounted for at fair value under other applicable
accounting guidance.

Note 4. Shareholder’s Equity

The Company is authorized to issue 100,000 shares of its no par value common stock.

During the year ended December 31, 2009, the Company paid dividend of $15,000 to its sole shareholder.
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. Rule 15¢3-1 requires that the ratio of

aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.

At December 31, 2009, the Company had net capital of $41,751, which was $34,399 in excess of its required
net capital of $7,352. The Company's net capital ratio was 2.64 to 1.

Note 5. Income Taxes
The current and deferred portions of the income tax expense (benefit) included in the statement of operations

as determined in accordance with Financial Accounting Standards Board Statement No. 109, Accounting for
Income Taxes, are as follows:

Current Deferred Total
Federal.......ooovvievnieecieeeeenn $ 6,500 § —  § 6,500
StALC..oeeieiie et e 2,006 — 2,006
$ 8,506 § —  $ 8,506

-10-



COLORADO FINANCIAL SERVICE CORPORATION
NOTES TO FINANCIAL STATEMENTS

A reconciliation of the difference between the expected income tax expense or income computed at the U.S.
statutory income tax rate and the Company's income tax expense is shown in the following table:

Expected income tax expense at U.S. Amount Rate
STAMILOTY TAEC.. c..evievee tetriere cecreees ceoeacns cremrase eeuaacs semensens semssseas seseraces sen S 6,500 15%
Increase due to state and local taxes, net of U.S. federal income

taX INCOME tAX EITECES. cvveren ettt st e v e 2,006 5%
INCOME tAX EXPENISE. . .vvueres sermreras cerrasens reseess seserasess sersssss sssnsssn sessense s $ 8,506 20%

-11-



COLORADO FINANCIAL SERVICES CORPORATION
Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission

Schedule 1
Net Capital
Total shareholder's equity qualified for net capital.............cccccoiine § 40,926
Deductions:
NON-AHOWADIE @SSELS.....cceeieeeiiicieceiee ettt ettt e et ee e e sbeserssae s bae e st e e saanne e s (7,682)
INEt CAPITALL ...t et $ 33,244
Aggregate Indebtedness
Items included in the statement of financial condition:
Accounts payable and accrued EXPenSes..........covuviuirrierieiereeniee et $ 110,275
Total aggregate iNdebtedness........coouieiiriiiiieei it $ 110,275
Computation of Basic Net Capital Requirement
Minimum net capital required (based on
aggregate INAEDLEANESS)....ooiiiiiiiieie ettt a ettt b et e e sbe e $ 7,352
Minimum dollar reqUITEMENT.......c.eecvieirirereeie ettt s s $ 5,000
Net capital FEQUITETNENT.......cceriirieiirieeiereee ettt ettt ere e e enens $ 7,352
EXCeSS Net CAPIAL.....oouiiiiiii et $ 25,892
Excess net capital at 10000 . cc.vveeveeieeie et sie et e ettt et et eebe e s ebe e sre e ne $ 22217
Ratio: Aggregate indebtedness to net capital........cccocviveerierienenieneeecrceeeee e, 332to 1

-12-



COLORADO FINANCIAL SERVICES CORPORATION
Reconciliation of the Computation of Net Capital for
Brokers and Dealers Pursuant to SEC Rule 15¢3-1 with
that Reported in Unaudited Part IIA (X-17a-5)

Schedule 11

Net Capital, as Reported in Part ITIA
(X-17a-5) of the Company's unaudited

FOCUS report on December 31, 2009........ccooeiiiriiieineiie et § 41,750

Audit adjustments:

ACCIUE INCOME TAXES.....eiieiieieieciieectteieetteeteeesteesseesnresasseeassseesssasaseseanssesnnseeessssassssaeaesssasseans (8,506)
$ 33244

-13-



COLORADO FINANCIAL SERVICE CORPORATION
Computation for Determination of Reserve Requirements Under
Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2009
Schedule 11
Exemption is claimed under Section (k) (2) (ii) paragraph:

Colorado Financial Service Corporation holds no customers funds and/or securities.  All customer
transactions are cleared through another broker-dealer on a fully disclosed basis.

-14-



COLORADO FINANCIAL SERVICE CORPORATION
Information Relating to Possession or Control Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

December 31, 2009
Schedule IV
Exemption is claimed under Section (k) (2) (ii) paragraph:

Colorado Financial Service Corporation holds no customers funds and/or securities. All customer
transactions are cleared through another broker-dealer on a fully disclosed basis.

-15-



INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17A-5 FOR A BROKER-DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Sole Shareholder of:
Colorado Financial Service Corporation ’

In planning and performing our audit of the financial statements of Colorado Financial Service Corporation
(the “Company™), as of and for the year ended December 31, 2009 in accordance with auditing standards of
the Public Company Accounting Oversight Board, we considered the Company's internal control over
financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing 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 opinion on the
effectiveness of the Company's internal control.

Also, as required by rule 17a-5(g) (1) of the Securities and Exchange Commission (SEC), 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 rule 17a-5(g) in making the periodic computations of aggregate
indebtedness (or aggregate debits) and net capital under rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of rule 15¢3-3. Because the Company does not carry securities accounts for
customers or perform custodial functions relating to customer securities, we did not review the practices and
procedures followed by the Company in any of the following:

Making quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining 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 SEC'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. Rule 17a-5(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

Because of inherent limitations in internal control and the practices and procedures referred to above, error or
fraud may occur and not 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 control deficiency 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 control deficiency, or combination of control deficiencies, that
adversely affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is more than a remote likelihood

-16-



First Capital Investments, LLC

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5 for a Broker-Dealer
Claiming an Exemption from SEC Rule 15¢3-3

Page two

that a misstatement of the entity's financial statements that is more than inconsequential will not be prevented
or detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be prevented
or detected by the entity's internal control.

Our consideration of internal 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.
However, we noted the following matter involving the control environment and its operation that we consider
to be a material weakness as defined above.

Segregation of Duties

The size of the business necessarily imposes practical limitation on the effectiveness of those internal control
practices and procedures that rely on the segregation of duties. Since this condition is inherent in the size of
the Company, the specific weaknesses are not described herein and no corrective action has been taken or
proposed by the Company. The above condition was considered in determining the nature, timing, and extent
of the procedures to be performed in our audit of the financial statements of Colorado Financial Service
Corporation, for the year ended December 31, 2009, and this report does not affect our report thereon dated
February 16, 2010.

We understand that the practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 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 were
adequate at December 31, 2009, to meet the Commission’s objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the National Association of Securities Dealers, Inc. and other regulatory agencies that rely on Rule 17a-5(g)

under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and should
not be used for any other purpose.

Cordovano and Howneck, LLP

Englewood, Colorado
February 16, 2010

-17-



