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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, 2016, 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:

NICOLE M. MOUTON

d~ NOTARY PUBLIC
v'-~i- STATB OF COLORADO

Signature NOTARY ID: 20064005850
President MY COMMISSION EXPIRES FEBRUARY 25, 2018

P~
Notary Public

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

[K(a) Facing Page.

X (b) Statement of Financial Condition.

X(c) Statement of Income (Loss).

X(d) Statement of Changes in Financial Condition.

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

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

X(g) Computation of Net Capital (including reconciliation ofX-17A-5 Part H filing with this Rule 17a-5(d) report, if
applicable).

❑ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 156-3.

X(i) Information Relating to the Possession or Control Requirements Under Rule 156-3.

X6) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-3 and
the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 156-3.

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

X(1) An Oath or Affirmation.

❑ (m) A copy of the SIPC Supplemental Report.

❑ (n) A report describing any material inadequacies found to exist or found to have existed since the date of the
previous audit.

X(o) Independent Auditors' Report on Internal Accounting Control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3
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BF Borgers CPA PC
Certified Public Accountants

5400 W. Cedar Ave
Lakewood, Colorado 80226
Telephone: 303.953.1454

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, 2016, 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, 2016, 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„ III, 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.

B F CPA PC-C

Lakewood,Lakewood, Colorado
February 23, 2017
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Colorado Financial Service Corporation

Statement of Financial Condition

December 31, 2016

Assets

December 31,

2016

Current Assets

Cash $ 747,347

Proprietary Accounts of Introducing Brokers Accounts receivable 25,000

Prepaid expenses and other receivables 40,035

Gross Dealer Concession receivable 368,383

Marketable securities, available-for-sale, at market value (Note 3) 300

Total Current Assets $ 1,181,065

Liabilities and Shareholder's Equity

Current Liabilities

Commissions Payable $ 293,066

Accrued Expenses Payable 65,418

Income Tax Payable (Note 5) 178,222

Total Current Liabilities $ 536,706

Shareholder's Equity

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

Additional paid-in capital 39,658

Accumulated other comprehensive income 102,016

Retained earnings 502,685

Total Shareholder's Equity $ 644,359

Total Liabilities and Shareholders' Equity $ 1,181,065
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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 Colorado National 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-c3-3 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.

4



Colorado Financial Service Corporation

Notes to Financial Statements

Note 2: Related Party Transactions

The Company paid to its parent company a management fee totaling $1,104,489 and an
administrative fee totaling $123,796 during the year ended December 31, 2016.

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:

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 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, 2016:

Netting and
Level  Level  Level  Collateral Total

Assets

Cash $ 747,347.00 $ - $ $ - $ 747,347.00

Marketable securities $ - $ 300.00 $ $ - $ 300.00

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, 2016.

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.
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Colorado Financial Service Corporation

Notes to Financial Statements

Note 3: Fair value of marketable securities (concluded)

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 15c3-1), 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 15 to 1.

At December 31, 2016, the Company had net capital of $574,802, which was $539,021 in excess of
its required net capital of $35,781.

Note 5: Income Taxes

Current Income tax expense is estimated to be $178,222 based on current corporate tax rates
divided between State and Federal as shown below. There is currently no Net Operating Loss Carry
forwards and as a result no deferred tax Assets remaining.
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Colorado Financial Service Corporation

Notes to Financial Statements

Note 5: Income Taxes (concluded)

Current Deferred

Federal $ 169,884 $ - $ 169,884
State 8,338 - 8,338
Valuation Allowance - - -

$ 178,222 $ - $ 178,222

Total

The company has a remaining estimated federal income tax of $169,884, after prepaying $10,200
in federal income taxes for 2016. The Full $178,222 is accrued in Income Tax Payable under
accrued expenses and the $10,200 is accrued in Prepaid Expenses.
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