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OATH OR AFFIRMATION

1, 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 CORPROATION , as

of DECEMBER 31 ,20 13 | 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:

Signature
CEO
/ Title
% e Tm. T oty O
Notary Public NICOLE M. MOUTON
This report ** contains (check all applicable boxes): STA?TOETSEYCSE(B)HEDO
(a) Facing Page.
(b) Statement of Financial Condition. Wyo%‘:sﬁoz E’%R%ggﬁ4005850
(c) Statement of Income (Loss). EBRUARY 25, 2018

a

0

(.

{1 (d) Statement of Changes in Financial Condition.

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

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

1 (g) Computation of Net Capital.

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

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

[0 ) AReconciliation, 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.

[l (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

[0 (1) An Oath or Affirmation.

[0 (m) A copy of the SIPC Supplemental Report.

[0 (n) A reportdescribing 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 240.17a-5(e)(3).
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' . - 2727 Bryant Street, Suite 104
BF BO rge [S LPA P(; Denver, Colorado 80211
ey . Telephone: 303.953.1454
Certified Public Accountants Fax: 720.251.8836

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, 2013, and the related statements
of operations, 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 audit 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 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 audit provides 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, 2013, 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, i, 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.

Denver, Colorado
February 26, 2014



Colorado Financial Service Corporation

Statement of Financial Condition

December 31, 2013

Assets

Current Assets
Cash
Proprietary Accounts of Introducing Brokers Accounts receivable
Prepaid expenses and other receivables
Gross Dealer Concession receivable
Marketable securities, available-for-sale, at market value (Note 3)

Total Current Assets

Liabilities and Shareholder's Equity
Current Liabilities
Commissions Payable
Accrued Expenses Payable

Total Current Liabilities

Shareholder's Equity

Common Stock, no par value, 100,000 shares authorized
100 shares issued and outstanding

Additional paid-in capital
Accumulated other comprehensive income
Retained earnings

Total Shareholder's Equity

Total Liabilities and Shareholders’ Equity

December 31,

2013

180,757
25,000
61,994

184,985

101,193

553,929

147,537
17,158
164,695

100
39,658
162,102
187,474
389,234
553,929



Colorado Financial Service Corporation

Statement of Operations

For the Year Ended December 31, 2013

Year Ended
December 31,
2013
Revenues
Brokerage commissions $ 6,923,426
Investment banking 175,751
Other income 303,556
Total Revenues $ 7,402,733
Expenses
Commissions $ 6,416,831
Regulatory fees 10,929
Occupancy (Note 2) 14,000
Management fees (Note 2) 712,500
Administrative fee (Note 2) 40,450
Other general and administration expenses 273,747
Total Expenses $ 7,468,457
Loss before income taxes $ (65,724)
Provision for income taxes (Note 5) $ -
Net Loss $ (65,724)




Colorado Financial Service Corporation

Statement of Other Comprehensive Income

January 1, 2013 through December 31, 2013

Year Ended
December 31,
2013
Net Loss $ (65,724)
Other Comprehensive Income
Unrealized holding gain $ 162,793
Total Comprehensive Income (Loss) $ 97,069




Colorado Financial Service Corporation

Statement of Changes in Shareholder's Equity

January 1, 2013 through December 31, 2013

Accumulated
Additiona
H Other
Common Stock Paid-in Comprehensive Retained
Amoun
Shares t Capital Income Earnings Total

Balance at January 1, 2013 100 $ 100 §$ 39,558 % (691) $ 252,386 $ 291,353
Change in unrealized gains

(losses) on available-for-sale

investments —_ — — 162,793 — 162,793
Contributions from/(dividends)

paid to shareholder — — — — 812 812
Net income -— — — — (65,724) (65,724)
Balance at December 31, 2013 100 % 100 $ 39,558 § 162,102 $ 187,474 $ 389,234




Colorado Financial Service Corporation

Statement of Cash Flows

For the Year Ended December 31, 2013

Year Ended
December 31,
2013
Cash Flows from Operating Activities
Net Income $ (65,724)
Adjustments to reconcile net income to net cash provided by operating activities
Changes in current assets and liabilities:
Receivables and prepaid expenses (38,442)
Accounts payable and accrued liabilities (820,304)
Net Cash Used in Operating Activities $ (924,470)
Cash Flows from Investing Activities $ -
Cash Flows from Financing Activities
Change in Unrealized Investment $ 162,793
Contributions from Shareholder 812
Net Cash Provided by Financing Activities $ 163,605
Net Increase (Decrease) in Cash $ (760,865)
Cash at Beginning of Period $ 941,622
Cash at End of Period $ 180,757



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”) 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). The Company’s primary source of revenue is commissions.

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)(ii)

Use of estimates in the preparation of financial statements.

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

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

Generally accepted accounting principles (“GAAP”) 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.



Colorado Financial Service Corporation
Notes to Financial Statements

Note 2: Related Party Transactions
The Company paid to its parent company a management fee totaling $712,500 and an
administrative fee totaling $40,450 during the year ended December 31, 2013.

Note 3: Fair value of marketable securities

GAAP 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 GAAP,
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:

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

o 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.

o 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 following table presents the Company's fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of December 31, 2013:

Netting and
Level 1 Level 2 Level 3 Collateral Total
Assets
Cash S 180,757 §$ - S - S - S 180,757
Marketable Securities S - $ 101,193 $ - $ - $ 101,193

The Company did not measure at fair value on a recurring basis any of its assets and liabilities
using significant unobservable inputs (level 3) during the year ended December 31, 2013.

The Company valued Marketable Securities at Level 2 because the market for these securities is
relatively inactive and volume of trades is low. The Company primarily owns securities in smaller
public companies that are thinly traded. Therefore, determining fair values requires substantial
judgment.



Colorado Financial Service Corporation
Notes to Financial Statements

Securities traded in an active market are marked-to-market using the quoted market price of the
stock and are classified as Level 2 inputs because they are thinly traded. Securities that do not
have an active market are measured using unobservable inputs, and are classified as Level 3
inputs.

Unrealized holding gains and losses on available-for-sale securities are excluded from earnings
and are reported as a separate component of other comprehensive income (loss) until realized.
Realized gains and losses from the sale of available-for-sale securities are determined on a
specific identification basis.

Fair Value Option

GAAP for financial instruments 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. No election has been made.

The marketable securities are available-for-sale. Accordingly, holding gains and losses are
reflected in other comprehensive income in the accompanying financial statements.

Note 4: Shareholder’'s Equity

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

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC Rule 15c¢3-1), which requires the maintenance of minimum net capital. Rule 15c3-1
requires that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed
15to 1.

At December 31, 2013, the Company had net capital of $303,818, which was $292,838 in excess
of its required net capital of $10,980.

-10-



Colorado Financial Service Corporation

Notes to Financial Statements

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 GAAP, are as follows:

Current Deferred Total
Federal $ —  $ (11,176) $ (11,176)
State — (2,032) (2,032)
Valuation Allowance — 13,208 13,208
$ — 9 -$ -

A reconciliation of the difference between the expected income tax expense and 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
Statutory rate S (11,179) 17%
Change due to state and local taxes, net of U.S. federal income
Tax income tax effects (2,032 3%
Valuation Allowance 13208

$ — 20%

-11-



Colorado Financial Service Corporation

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

Schedule |
Net Capital
Total shareholder's equity qualified for net capital $ 389,234
Deductions:
Non-allowable assets (61,994)
Haircuts on securities (computed, where applicable, pursuant to 15¢3-1(f)) (23.422)
Net capital $ 303,818

Aggregate Indebtedness
{tems included in the statement of financial condition:

$ 164,695

Total aggregate indebtedness $ 164,695
Computation of Basic Net Capital Requirement

Minimum net capital required (based on aggregate indebtedness) $ 10,980
Minimum dollar requirement $ 5,000
Net capital requirement $ 10,980
Excess net capital $ 292,838
Excess net capital at 1000% $ 292,838
Ratio: Aggregate indebtedness to net capital 0.56 to 1

-12-



Colorado Financial Service Corporation

Reconciliation of the Computation of Net Capital for Brokers and Dealers with that Reported
in Unaudited Part llA (X-17a-5)

Schedule i

Net Capital, as Reported in Part lIA

(X-17a-5) of the Company's unaudited FOCUS report on December 31, 2013 $ 304,837
Audit adjustments (1,019)
$ 303,818

-13-



Colorado Financial Service Corporation

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

December 31, 2013
Schedule 1l
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, 2013
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-



~ 2727 Bryant Street, Suite 104

BF BOIgerS LPA PC Denver, Colorado 80211
g . Telephone: 303.953.1454
Certified Public Accountants Fax: 720.251.8836

Independent Auditor's Report on Internal Control

Required by SEC Rule 17A-5 for a Broker-Dealer Claiming 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, 2013 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 15c3-3.
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 principies. 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.

-16-



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 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.

We noted the following deficiencies that we believe to be control deficiencies.
1) Management failed to implement and monitor appropriate cutoff procedures;
2) Management did not identify accounting issues and implement appropriate solutions.

The identified misstatements were corrected prior to the issuance of the Company's
financial statements.

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.

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, 2013, and this report does not affect our report thereon dated February 26, 2014.

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, 2013, to meet the
Commission’s objectives.

(O
. L

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, the Financial Industry Regulatory Authority (FINRA). 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.

BF&@WCPA PC»

Denver, Colorado
February 26, 2014
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