
 
 
 
 
 
 
 
 
 
 
 
 
 

CPS Financial & Insurance Services, Inc. 
 

Report Pursuant to Rule 17a-5 (d) 
 

Financial Statements 
 

For the Year Ended March 31, 2021 
 
 
  



 
 
 
 
 
 

Contents 
 
 
 

PART I 
 

SEC Form X-17 A-5 Facing Page      1 
Report of Independent Registered Public Accountant           2 
Statement of Financial Condition      3 
Statement of Income         4 
Statement of Changes in Shareholder’s Equity    5 
Statement of Cash Flows       6 
Notes to Financial Statements            7 - 10 
 
SCHEDULES 
 
Schedule I - Computation of Net Capital  
Requirements  Pursuant to Rule 15c3-1        11 - 12  
 
Schedule II – Computation for Determination  
of Reserve Requirements Pursuant to Rule 15c3-3                          13 
 
Schedule III – Information Relating to Possession or  
Control Requirements under Rule 15c3-3                        14 
  
PART II 
 
Assertions regarding exemption provisions    15 
Report of Independent Registered Public Accountant  16 

 



�������������������������������������������������������������������������������������������

����������������������������������������������������������������������������������������������������������������������

���������������������������������������������������������������������������������������������������������������������

� ���������������������������������������������������������������������������������������������������������������������

���������������������������

������	�
��	�

	��������	
���
��
��������		����

�������������������� !�

"#$%&�'(%�%(&'#)&(**�*�*�*�*�+,*--�.//0.1�.023452�657864�

9:;�<==>9?<@�

9:;�ABCDEFG� HIHJKLMIH�

NOPQFERG� STUVWXY�Z[\�]̂]_�
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$136,046
1,035,209

Accounts Receivable 1,247
Commissions Receivable 2

2,915

$1,175,419

Accounts Payable $1,752
Accrued Liabilities 28,781

30,533

6,000
1,000

1,137,886

1,144,886

$1,175,419
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CPS Financial & Insurance Services, Inc.
Statement of Financial Condition

March 31, 2021

Assets

Cash 
Securities at Market Value

Prepaid expense

      Total Assets

 Liabilities and Shareholder’s Equity

Liabilities

     Total Liabilities

Shareholder's Equity
Common stock ($1 par value, 100,000 shares
  authorized and issued; 6000 shares outstanding)
Paid-in capital
Retained earnings

     Total Shareholder's Equity

     Total Liabilities and Shareholder's Equity

See Accompanying Notes to Financial Statements



Revenues

$1,051,410
1

7,022
Unrealized gain on securities 492,986

Total Revenues $1,551,419

Expenses

Commission expense $732,429
FINRA fees 14,995
Licenses 4,452
Professional services 236,250
Overhead 13,576
Miscellaneous 4,178

Total Operating Expenses 1,005,880

Income before Tax Provision 545,539

Income Tax Provision 800

Net Income $544,739

4

CPS Financial & Insurance Services, Inc.
Statement of Income

 For the Year Ended March 31, 2021

        See Accompanying Notes to Financial Statements

Dividend

Commissions
Interest



Common
   Stock    Common    Paid-In   Retained   Total
  Shares       Stock   Capital  Earnings  Equity

6,000  $6,000 $1,000 $593,147 $600,147

   _____  ________  ______ 544,739 544,739

6,000 $6,000 $1,000 $1,137,886 $1,144,886
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See Accompanying Notes to Financial Statements

Balance, March 31, 2021

Balance, March 31, 2020

Net Income

                                       CPS Financial & Insurance Services, Inc.
                               Statement of Changes in Shareholder’s Equity
                                           For the Year Ended March 31, 2021



Net Income $544,739

Unrealized gain on securities (492,986)

Cash Flows from Operating Activities:

Changes in operating assets and liabilities:
Accounts Receivable (1,247)
Commissions Receivable 2,793
Prepaid expenses (1,463)
Accounts payable and Accrue Liabilities 17,837          

Net cash provided by operating activities 17,920          

Cash Flows from Investing Activities:

Changes in investing assets:
Securities (8,214)           

Net cash used in investing activities (8,214)           

Net increase in cash 61,459          

Cash at beginning of year 74,587

Cash at end of year $136,046

SUPPLEMENTAL INFORMATION

Cash paid for income taxes:
Federal tax $0
State tax 800

Cash paid for interest $0

6

CPS Financial & Insurance Services, Inc.
Statement of Cash Flows

For the Year Ended March 31, 2021

See Accompanying Notes to Financial Statements



 
CPS Financial & Insurance Services, Inc. 

Notes to Financial Statements 
March 31, 2021 

 
Note 1 - Organization and Nature of Business 
 
CPS Financial & Insurance Services, Inc. (the Company), a wholly owned subsidiary of Andrew A. 
Holden Family Trust, is a wholesaler of variable insurance products to other Financial Industry 
Regulatory Agency (“FINRA”) member broker/dealers registered with the Securities and Exchange 
Commission under SEC Rule 15c3-3(a)(2)(vi).  The Company was incorporated in the state of 
California on April 1, 1996 under the name CPS Financial Services, Inc. On October 9, 1997, the 
Company changed its name to CPS Financial & Insurance Services, Inc. 
 
On May 21, 1997 the Company was approved for membership by the National Association of Securities 
Dealers subject to the execution of the restriction agreement.  The NASD and NYSE Member 
Regulation consolidated in 2007 to form FINRA. The Company will only act as a wholesaler of variable 
insurance products to other FINRA Regulation member broker/dealers.  The Company does not hold 
customers' funds or securities.  As a result, the Company is exempt from certain provisions and 
requirements of the Securities Exchange Commission.  On May 11, 2009, CPS Insurance Services, the 
parent company sold the Company to Andrew A. Holden Family Trust. 
 
Eighty percent of revenue was received from two carriers during fiscal year ending March 31, 2021. 
 
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. 

 
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.  

 
Note 2 - ASC 606 Revenue Recognition 
 
Revenue is measured based on a consideration specified in a contract with a customer and excludes any 
sales incentives and amounts collected on behalf of third parties. The Company recognizes revenue 
when it satisfies a performance obligation by transferring control over a product or service to a 
customer. 
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CPS Financial & Insurance Services, Inc. 
Notes to Financial Statements 

March 31, 2021 
 
Note 2 - ASC 606 Revenue Recognition (continued) 

 
Taxes and regulatory fees assessed by a government authority or agency that are both imposed on and 
concurrent with a specified revenue-producing transaction that are collected by the Company from a 
customer, are excluded from revenue. 
 
The following is a description of activities – separated by reportable segments, per FINRA Form 
“Supplemental Statement of Income (SSOI)”; from which the Company generates its revenue. For more 
detailed information about reportable segments, see below. 

 
Revenue from sale of Insurance Based Products includes revenue from any variable annuity or variable 
life product that contains an insurance and security component. 
 
Net Gains or Losses on Principal Trades includes all realized and unrealized gains and losses from 
proprietary trading and market making activities and net gains or losses from “riskless” principal 
transactions. 
 
Due to the nature of the Company’s business, changes in receivables, contract assets and contract 
liabilities with customers due to revenue recognized from performance obligations satisfied in previous 
periods were immaterial. 

 
Note 3 – Fair Value 
 
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 inputs 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.) 
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CPS Financial & Insurance Services, Inc. 
Notes to Financial Statements 

March 31, 2021 
 

Note 3 – Fair Value (continued) 
 
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 March 31, 2021. 

 
Fair Value Measurements on a Recurring Basis 

As of March 31, 2021 
 

        Level 1     Level 2 Level 3 
 Securities at Market Value  $1,035,209      $        0 $          0 

  Total          $1,035,209      $        0      $          0 
 
Note 4 – Related Party 
 
The Company paid overhead (rent, utilities, supplies and telephone) to a company with a related party.  
For year ended March 31, 2021, the Company paid $13,576 for these expenses.  
 
The Company paid $210,000 to its owner during the year ended March 31, 2021. 
 
In February 2016, the FASB issued ASU 2016-02 on Leases. Under the new guidance lessees are 
required to recognize a lease liability and a right-to-use asset for all leases at the commencement date, 
with the exception of short-term leases. ASU 2016-02 is effective for annual and interim periods 
beginning after December 15, 2018 and early adoption is permitted. The Company is not subject to this 
requirement inasmuch as it has a service agreement with its Parent. 
 

 
 Note 5 – Net Capital Requirements 

 
The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC 
rule 5c3-1) 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.  Net capital and 
aggregate indebtedness change day by day, but on March 31, 2021, the Company had net capital of 
$985,369 which was $980,369 in excess of its required net capital requirement of $5,000.  The 
Company’s percentage of aggregate indebtedness, $30,533 to net capital was 3.10%. 

 
Note 6 – Provision for Income Taxes 
 
Income taxes are provided based on earnings reported for financial statement purposes.  In accordance 
with FASB ASC 740, 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.  At March 31, 2021 there exists a federal and state of 
California net operating loss carryforward of $62,173 and $91,620 respectively which is set to expire 
March 31, 2031.  Income tax expense for fiscal year ending March 31, 2021 is $800. 
 
The Company is subject to audit by the taxing agencies for years ending March 31, 2018, 2019 and 
2020. 
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CPS Financial & Insurance Services, Inc. 

Notes to Financial Statements 
March 31, 2021 

 
 Note 7 – SIPC  
 
 The Company is not a member of the Securities Investor Protection Corporation (SIPC). 
 

Note 8 – Subsequent Events 
 

Management reviewed the results of operations for the period of time from its year end March 31, 2021 
through May 21, 2021, the date the financial statements were available to be issued, and has determined 
that no adjustments are necessary to the amounts reported in the accompanying financial statements nor 
have any subsequent events occurred, the nature of which would require disclosure. 
 
The Company’s operations may be affected by the recent and ongoing outbreak of the coronavirus 
disease (COVID-19) which was declared a pandemic by the World Health Organization in March 2020.  
The ultimate disruption which may be caused by the outbreak is uncertain; however, possible effects 
may include, but are not limited to, disruption to the Company’s customers and revenue, absenteeism in 
the Company’s or subcontractors labor workforce and the unavailability of products and supplies used in 
operations. 
 
The duration of any disruption and its related financial impact cannot be reasonably estimated at this 
time but may affect our ability to operate our business.  The extent to which the coronavirus pandemic 
may impact our operating results, financial condition, and cash flows will depend on future 
developments, which are highly uncertain and cannot be predicted, including new information that may 
emerge concerning the severity of the coronavirus and steps taken to contain the coronavirus or treat its 
impact, among others. 
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$1,144,886
  Nonallowable assets - schedule attached (4,162)           

(155,355)       
$985,369

$2,037

$5,000

$5,000

$980,369

$30,533

3.10%

$985,369
0

$985,369

CPS Financial & Insurance Services, Inc.
Schedule I – Computation of Net Capital Requirements 

Pursuant to Rule 15c3-1
 March 31, 2021

Minimum net aggregate indebtedness -

Computation of Net Capital
Total ownership equity from statement of financial condition

Net Capital

Computation of Net Capital Requirements

Less:  Haircuts

6.66% of net aggregate indebtedness

Minimum dollar net capital required

Net Capital required (greater of above amounts)

Excess Capital

Computation of Aggregate Indebtedness

Total Liabilities

Percentage of aggregate indebtedness to net capital

The following is a reconciliation of the above net capital computation with the
Company's corresponding unaudited computation pursuant to Rule 179-5(d)(4):

Net Capital per Company's Computation
Unaudited net capital

11

Audit adjustment - other
Audited Net Capital

See Accompanying Notes to Financial Statements



Accounts Receivable 1,247
2,915
4,162

See Accompanying Notes to Financial Statements
12

Non –Allowable Assets

Prepaid expenses

CPS Financial & Insurance Services, Inc.
Non-Allowable Assets

 March 31, 2021



 
CPS Financial & Insurance Services, Inc. 

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

As of March 31, 2021 
 
 
 

A computation of reserve requirement is not applicable to CPS Financial & Insurance Services, Inc. as the 
Company qualifies for exemption under Rule 15c3-3 (k) (1). 
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CPS Financial & Insurance Services, Inc. 

Schedule III – Information Relating to Possession or Control  
Requirements under Rule 15c3-3 

As of March 31, 2021 
 

 
Information relating to possession or control requirements is not applicable to CPS Financial & Insurance 
Services, Inc. as the Company qualifies for exemption under Rule 15c3-3 (k)(1). 
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Assertions Regarding Exemption Provisions 
 
We, as directors of management of CPS Financial & Insurance Services, Inc. (“the Company”), are responsible 
for compliance with the annual reporting requirements under Rule 17a-5 of the Securities Exchange Act of 
1934.  Those requirements compel a broker or dealer to file annuals reports with the Securities Exchange 
Commission (SEC) and the broker or dealer’s designated examining authority (DEA).  One of the reports to be 
included in the annual filing is an exemption report prepared by an independent public accountant based upon a 
review of assertions provided by the broker or dealer.  Pursuant to that requirement, the management of the 
Company hereby makes the following assertions: 
 
Identified Exemption Provision: 
 
The Company claims exemption from the custody and reserve provisions of Rule 15c3-3 by operating under the 
exemption provided by Rule 15c3-3, Paragraph (k)(1). 
 
Statement Regarding Meeting Exemption Provision: 
 
The Company met the identified exemption provision without exception throughout the period ending  
April 1, 2020 through March 31, 2021. 
 
CPS Financial & Insurance Services, Inc. 
 
 
By:______________________________ 
 
 
Andy Holden, President 
May 21, 2021 
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