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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
 

 

To Those Charged with Governance and the Stockholder of CFS Securities, Inc.: 

 

Opinion on the Financial Statements 

 

We have audited the accompanying statement of financial condition of CFS Securities, Inc. (the "Company") 

as of September 30, 2022, the related statements of income, changes in stockholder’s equity and cash flows 

for the year then ended, and the related notes (collectively referred to as the "financial statements"). In our 

opinion, the financial statements present fairly, in all material respects, the financial position of the Company 

as of September 30, 2022, 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. 

 

Basis for Opinion 

 

These financial statements are the responsibility of the Company's management. Our responsibility is to 

express an opinion on the Company's financial statements based on our audit. We are a public accounting firm 

registered with the Public Company Accounting Oversight Board (United States) ("PCAOB") and are required 

to be independent with respect to the Company in accordance with the U.S. federal securities laws and the 

applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.  

 

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 

and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 

misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of 

material misstatement of the financial statements, whether due to error or fraud, and performing procedures 

that respond to those risks. Such procedures included examining, on a test basis, evidence regarding the 

amounts and disclosures in the financial statements. Our audit also included evaluating the accounting 

principles used and significant estimates made by management, as well as evaluating the overall presentation 

of the financial statements. We believe that our audit provides a reasonable basis for our opinion. 

 

 Supplemental Information 

 

The information contained in Schedules I and II (“Supplemental Information”) has been subjected to audit 

procedures performed in conjunction with the audit of the Company’s financial statements. The Supplemental 

Information is the responsibility of the Company’s management. Our audit procedures included determining 

whether the Supplemental Information reconciles to the financial statements or the underlying accounting and 

other records, as applicable, and performing procedures to test the completeness and accuracy of the 

information presented in the Supplemental Information. In forming our opinion on the Supplemental 

Information, we evaluated whether the Supplemental Information, including its form and content is presented 

in conformity with 17 C.F.R. § 240.17a-5. In our opinion, Schedules I and II are fairly stated, in all material 

respects, in relation to the financial statements taken as a whole. 

 

DCPA 
 

DCPA 

 

We have served as the Company's auditor since 2022. 

Century City, California  

November 09, 2022 
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CFS SECURITIES, INC. 
 

STATEMENT OF FINANCIAL CONDITION 
 

September 30, 2022 
 
 
            2022    
Assets   
 Cash   $  48,444 
 Commissions receivable  11,923 
 Prepaid expenses  1,376 
 Due from Cooper Financial Services, Inc. 

Investments available for sale 
 35,503 

    25,372 
   
Total Assets  $122,618 
   
   
Liabilities and Stockholder’s Equity   
Liabilities:   
 Accounts payable 
    Accrued income taxes 
    Deferred income taxes 

 $       337 
11,300 
3,200 

Note payable, other 
 

     10,362 

Total liabilities      25,199 
   
Stockholder’s equity:   
    Common stock, no par value, 1,000 shares authorized, 
          1,000 shares issued and 333 outstanding 

  
1,000 

 Retained earnings   200,562 
    Additional paid-in capital-treasury stock  (103,476) 

Treasury Stock          (667) 
   

Total stockholder’s equity      97,419  
   
Total Liabilities and Stockholder’s Equity  $122,618 
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CFS SECURITIES, INC. 
 

STATEMENT OF INCOME 
 

For the year ended September 30, 2022 
 

 
 
Revenue and other income:      2022     
    Commissions  $111,795 
 Interest income             135 

 
 Total revenue and other income  111,930 
     
Operating expenses:   
   Commissions  9,219 
   Professional fees  39,334 
   Licenses, dues and subscriptions  9,393 
   Interest 
   Insurance 

 870 
4,127 

   Other         1,271 
       64,214 
Income before income taxes      47,716 
   
Provision for income tax:    
   Current  11,784 
   Deferred         1,700 
       13,484 
   
Net income  $   34,232 
   
   



 

4 
See accompanying notes to financial statements. 

 

CFS SECURITIES, INC. 
 

STATEMENT OF CHANGES IN STOCKHOLDER’S EQUITY 
 

For the year ended September 30, 2022 
 

 
  

 
Common 
   Stock   

 
 

Retained  
 Earnings  

 
Additional 

Paid in Capital- 
Treasury stock 

 
 

   Treasury    
     Stock       

 
 
 

     Total__                  
     
Balance at September 30, 2021  $  1,000 $ 166,330     $ (103,476)      $    (667)      $   63,187 
      
   Net income                 -       34,232                      -                   -          34,232 
      
Balance at September 30, 2022 $ 1,000 $ 200,562     $ (103,476)      $   (667)      $  97,419 
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CFS SECURITIES, INC. 
 

STATEMENT OF CASH FLOWS 
 

For the year ended September 30, 2022 
 

            
Cash flows from operating activities: 

Net income 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Deferred taxes 
Changes in operating assets and liabilities: 

Commission receivables 
Prepaid expenses 
Due from Cooper Financial Services, Inc.  
Accounts payable 
Accrued income taxes 

  
$ 34,232 

 
 

1,700 
 

      4,496 
1,914 

(  35,503) 
(    1,692) 
   11,300 

Net cash provided by operating activities     16,447 
Cash flows from investing activities: 
  Purchase of investments available for sale 

  
(       135) 

Net cash used in investing activities  (       135) 
Cash flows from financing activities:   

Principal payments of note payable  (  10,183) 
Net cash used in financing activities  (  10,183) 
Net change in cash        6,129 
Cash, beginning      42,315 
Cash, ending  $ 48,444 

Supplementary cash flow information:   
 Cash paid for income taxes 
 Cash paid for interest 

 $   1,634 
$      870 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 
1. Nature of business and summary of significant accounting policies: 

 
Nature of business: 
 

 CFS Securities, Inc. (the “Company”) is a Connecticut C-Corporation located in Shelton, 
Connecticut. The Company is a registered broker-dealer under the Securities and Exchange 
Commission (“SEC”) and is a member of Financial Industry Regulatory Authority (FINRA) 
and Municipal Securities Rulemaking Board (“MSRB”).  The Company is currently registered 
as a broker-dealer in 12 jurisdictions. 

 
 The Company conducts securities business in the following areas: mutual fund retailer, 529 

plans, municipal securities broker, and broker or dealer selling variable life insurance or 
annuities.  The Company conducts business directly with third party Product Sponsors. 

 
 While the Company receives fees and commissions from various sources, all of the Company’s 

customers are referred generally by Cooper Financial Services, Inc. (“Cooper”), a related party 
affiliated by common ownership. 
 
Revenue recognition 
 

 The Company earns commissions from the sale of these policies, generally an initial up-front 
(first-year) commission as well as ongoing commissions upon policy renewal, on an annual or 
other basis.  The Company recognizes the first-year commission upon the sale transaction date, 
because its performance obligation is the sale itself.  Commissions on policy renewals are 
considered variable consideration, due to uncertainties of realization. The Company recognizes 
renewal commissions in the period received, which corresponds to the Company’s 
performance of its ongoing marketing performance obligations, as well as the satisfaction of 
the variable consideration uncertainties.  

 
 Basis of presentation: 
 
 The Company uses the accrual method of accounting for financial statement purposes. 
 

Estimates: 
  

The preparation of financial statements in accordance with accounting principles generally 
accepted in the United States of America 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 revenue and expenses during the reporting period.  Actual results could vary from those 
estimates. 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 
 
1. Nature of business and summary of significant accounting policies (continued): 
 

Commissions receivable: 
 
Commissions receivable consists of revenues due from investment and insurance companies 
earned by the Company representatives on which the investment and insurance companies 
have not paid the Company as of year-end. 

 
The Company carries its receivable at net realizable value.  On a periodic basis, the Company 
evaluates its receivable and establishes an allowance for doubtful accounts, based on a history 
of past bad debt expense and collections and current credit conditions. Management believes 
that this balance is fully collectable; therefore, an allowance is not needed. 
 
Investments: 

 
Investments consist of available for sale securities.  Available for sale securities are reported 
at fair value with unrealized gains and losses, net of tax, reported in other comprehensive 
income.  Realized gains and losses, determined on the trade date based on specific 
identification cost applied using the first-in first out method, are included in earnings. 
 
Advertising costs: 
 
The Company expenses advertising costs as they are incurred. 
 
Income taxes: 

 
  Income taxes are provided for the tax effects of transactions reported in the financial statements 

and consist of taxes currently due, plus deferred taxes.  Deferred taxes are recognized for 
differences between the basis of assets and liabilities and recognition of income and expenses 
for financial statement and income tax purposes.  The deferred tax assets and liabilities 
represent the future tax return consequences of those differences, which will either be taxable 
or deductible when the assets, liabilities and revenue are recognized.  Deferred taxes arise 
primarily because the Company files its income tax returns on the cash basis of accounting and 
uses the accrual basis of accounting for financial reporting and future benefits to be recognized 
upon the utilization of operating loss carry forwards.  Deferred tax assets and liabilities not 
expected to be realized are reduced by a valuation allowance. 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 
 

1. Nature of business and summary of significant accounting policies (continued): 
 
Income taxes (continued): 

 
  Management of the Company evaluates all significant tax positions as required by accounting 

principles generally accepted in the United States of America.  As of September 30, 2022, 
management does not believe that it has taken any additional tax position that would require 
the recording of any tax liability nor does it believe that there are any unrealized tax benefits 
that would either increase or decrease within the next twelve months. 

 
The Company’s income tax returns are subject to examination by the appropriate taxing 
jurisdiction.  As of September 30, 2022, the Company’s federal and state tax returns generally 
remain open for examination for three years from the date filed. 

 
Fair value measurement: 

 
 Investments are reported at fair value.  Accounting Standards Codification (“ASC”) 820, Fair 

Value Measurements and Disclosures (“ASC 820”) establishes a framework for measuring fair 
value, and establishes a fair value hierarchy which prioritizes the inputs to valuation 
techniques. Assets and liabilities are classified in their entirety based on the lowest level of 
input that is significant to the fair value measurement. The fair value hierarchy prioritizes the 
inputs to valuation techniques used to measure fair value into three broad levels, as follows: 

 
Level 1 -  Inputs are based upon unadjusted quoted prices for identical assets or liabilities 

in active markets that the entity has the ability to access as of the measurement 
date. 

 
Level 2 -  Inputs are based upon other observable inputs other than Level 1 prices such as 

quoted prices for similar assets or liabilities, quoted prices in markets that are not 
active; or other inputs that are observable or can be corroborated by observable 
market data. 

 
Level 3 - Inputs are generally unobservable and reflect the Company’s own assumptions 

about the assumptions that market participants would use in pricing an asset or 
liability. 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 

 1. Nature of business and summary of significant accounting policies (continued): 
 
Fair value measurement (continued): 

 
The preceding methods may produce a fair value calculation that may not be indicative of net 
realizable value or reflective of future fair values.  Furthermore, although the Company 
believes its valuation methods are appropriate and consistent with other market participants, 
the use of different methodologies or assumptions to determine the fair value of certain 
financial instruments could result in a different fair value measurement at the reporting date.   
 

2. Net capital requirement: 
 

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, and requires that 
the ratio of aggregate indebtedness to net capital both as defined, shall not exceed 15 to 1. Rule 
15c3-1 also provides that equity capital may not be withdrawn or cash distributions paid if the 
resulting net capital ratio would exceed 10 to 1.   
 
As of September 30, 2022, the Company had net capital and net capital requirements of 
$55,878 and $5,000, respectively and its ratio of aggregate indebtedness to net capital was 0.27 
to 1. 
 

3. Investments: 
 
 The Company’s available for sale investments are carried at fair value and consist of money 

market mutual fund which seeks a high level of current income with the preservation of capital 
and liquidity by investing primarily in cash and U.S. backed securities.  The following table 
presents the Company’s available for sale investments. 

 
 

             September 30, 2022                  Fair Value Hierarchy     
 

      Fund      
 

   Cost   
Unrealized 
     Gain       

Fair 
   Value   

  
Level 1 

 
Level 2 

 
Level 3 

Money 
Market fund 

 
$25,372 

 
$       - 

 
$25,372 

 
 

 
$25,372 

 
$     - 

 
$      - 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 
4.  Income taxes: 
 

Net deferred tax liability of $3,200 at September 30, 2022 is the result of the differences 
between the basis of reporting assets and liabilities for financial statement and income tax 
purposes. The components of deferred tax assets and liabilities consist of the following as of 
September 30: 

 
         2022    

Deferred tax assets:  
     State net operating loss carry forward $  200 
     Accounts payable and accruals        400 
         Total deferred tax assets        600 

  
Deferred tax liabilities:  
     Accounts receivable (    3,400) 
     Prepaid expenses (       400) 
         Total deferred tax liability (    3,800) 
         Net deferred taxes  ($  3,200) 

 
 At September 30, 2022, the Company had approximately $3,000 in net operating loss 

carryforwards to offset state taxable income.  State net operating loss carryforwards expire 
through 2039. 

 
5. Note payable, other: 
 
 Note payable, other, due in quarterly principal payments of the lesser of (1) $2,546 or (2) 8% 

of the gross revenue collected by the Company during the immediately preceding quarter, plus 
interest at 5% through October 31, 2023 (including a balloon payment if payments are made 
under option 2). The note is collateralized by a pledge agreement from the shareholder for 55% 
of his Company shares. 

 
 Aggregate principal payments as of September 30, 2022 are as follows:  
  

Year ending September 30:  
2023  $ 10,183 
2024         179 

 $ 10,362 
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CFS SECURITIES, INC. 
 

NOTES TO FINANCIAL STATEMENTS 
 

September 30, 2022 
 

 
6. Related party transactions: 

 
The Company borrows or advances funds on an as needed basis with Cooper. Advances are 
non-interest bearing and are due on demand. Advances owed from Cooper were $35,503 at 
September 30, 2022. 
 
Cooper has agreed to provide the Company with the benefit and use of shared expenses without 
making the Company directly or indirectly liable to Cooper for any cost related to the shared 
expenses. The shared expenses include office, facilities, administrative and personal support. 
The Company is not subject to ASC 842 due to the short-term exemption. 
 

7. Concentrations of risk and uncertainties: 
 
As stated in Note 1, the Company’s customers are normally referred by Cooper. Accordingly, 
the financial results are dependent upon Cooper. As a broker-dealer, the Company receives 
fees on investments from various sources made by the clients of Cooper.  During the year 
ended September 30, 2022, the Company received 57% of commissions from this one source. 
 
Although the Company conducts business through third party Product Sponsors, 
nonperformance by its customers in fulfilling their contractual obligations pursuant to 
securities transactions may expose the Company to risk and potential loss. The Company has 
a policy of reviewing, as considered necessary, the credit standing of each customer with which 
it conducts business. 
 
The Company is subject to various legal claims and regulatory examinations in the normal 
course of doing business. Based on information currently available there are no claims or 
examinations that would have a material effect on the Company’s financial position 

 
8. Subsequent events: 
 
 The Company has evaluated events subsequent to the statement of financial condition date for 

items requiring recording or disclosure in the financial statements.  The evaluation was 
performed through the date the financial statements were available to be issued.  Based on this 
review, the Company has determined that there were no events which took place that would 
have a material impact on its financial statements. 
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CFS SECURITIES, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
September 30, 2022 

 
 
9.  Recently issued accounting pronouncements: 
 

The Financial Accounting Standards Board (the “FASB”) has established the Accounting 
Standards Codification (“Codification” or “ASC”) as the authoritative source of generally 
accepting accounting principles (“GAAP”) recognized by the FASB. The principles embodies 
in the Codification are to be applied by nongovernmental entities in the preparation of financial 
statements in accordance with GAAP in the United States. New accounting pronouncements 
are incorporated into the ASC through the issuance of Accounting Standards Updates 
(ASU’s”). 
 
For the year ending September 30, 2022, various ASU’s issued by the FASB were either newly 
issued or had effective implementation dates that would require their provisions o be reflected 
in the financial statements for the year then ended.  
 
The Company has either evaluated or is currently evaluating the implications, if any, of each 
of these pronouncements and the possible impact they may have on the Company’s financial 
statements. In most cases, management has determined that the pronouncement has either 
limited or no application to the Company and, in all cases, implementation would not have a 
material impact on the financial statements taken as a whole.  
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CFS SECURITIES, INC. 

 
SCHEDULE I – COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15c3-1 

OF THE SECURITIES AND EXCHANGE COMMISSION 
 

September 30, 2022 
 
 
         2022    
Total assets $122,618 
Less: total liabilities    25,199 
  
                          Net worth    97,419 
  
Less: Non-allowable assets  
 Prepaid expenses 

Commissions receivable, unallowable 
1,376 
4,155 

 Due from Cooper Financial Services, Inc.    35,503 
  

                Total       41,034 
  
Tentative net capital 56,385 
Less adjustments:  
         Haircuts on securities positions          507 
  
Net capital $  55,878 
Minimum net capital requirement (greater of 6.67% of aggregate 

indebtedness or $5,000 minimum net capital requirement) 
 

      5,000 
Excess of net capital $  50,878 
  
Aggregate indebtedness: $  14,837 
  
Ratio of total aggregate indebtedness to net capital 0.27 to 1 

 
Note: There are no material differences between the above calculation and the calculation 
included in the Company’s most recently filed Form X-17a-5 Part II A Filing as of 
September 30, 2022. 
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CFS SECURITIES, INC. 
 

SCHEDULE II – COMPUTATION FOR DETERMINATION OF THE RESERVE 
REQUIREMENTS AND INFORMATION RELATING TO POSSESSION OF 

CONTROL REQUIREMENTS PURSUANT TO SECURITIES AND EXCHANGE 
COMMISSION RULE 15C3-3 

 
September 30, 2022 

 
 
The Computation for Determination of the Reserve Requirements and Information Relating to 
Possession or Control Requirement for Brokers and Dealers is not applicable to the Company, 
as the Company is not subject to the provisions of Rule 15c3-3 as the Company does not, and 
will not, hold customer funds or securities, and that its business activities are, and will remain 
as mutual fund retailer, municipal securities broker, broker or dealer selling variable life 
insurance or annuities. Accordingly, there are no items to report under the requirements of this 
Rule.   

 
 
 
 
 
 
 
 
 
 



CFS Securities, Inc.

Report on Exemption Provisions

 Pursuant to Provisions of 17 C.F.R. § 15c3-3(k)

For the Year Ended September 30, 2022
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
 
To Those Charged with Governance and the Stockholder of CFS Securities, Inc.: 

 

 

We have reviewed management's statements, included in the accompanying Exemption Report, in 

which (1) CFS Securities, Inc. does not claim an exemption under paragraph (k) of 17 C.F.R. § 

240. 15c3-3, and (2) CFS Securities, Inc.’s other business activities contemplated by Footnote 74 

of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 (“Non-Covered 

Firm”) did not subject it to the customer protection rules and that the Company did not identify 

any exceptions to this assertion throughout the fiscal year ended September 30, 2022. CFS 

Securities, Inc.’s management is responsible for compliance with the exemption provisions and its 

statements. 

 

 

Our review was conducted in accordance with the standards of the Public Company Accounting 

Oversight Board (United States) and, accordingly, included inquiries and other required 

procedures to obtain evidence about CFS Securities, Inc.'s compliance with the exemption 

provisions. A review is substantially less in scope than an examination, the objective of which is 

the expression of an opinion on management's statements. Accordingly, we do not express such 

an opinion. 

 

 

Based on our review, we are not aware of any material modifications that should be made to 

management's statements referred to above for them to be fairly stated, in all material respects, 

based on the provisions set forth in the Non-Covered Firm provision.  

 

 

DCPA 

DCPA 

 

Century City, California 

November 09, 2022 



         CFS Securities, Inc. 
 

CFS Securities, Inc. 
1000 Bridgeport Ave., Ste 308 

Shelton, CT 06484 
P: 203-248-01972 

 
 

CFS Securities, Inc. 
Exemption Report 

For the Year Ended September 30, 2022 
 

 
 
CFS Securities, Inc. (“the Company”), is a registered broker-dealer subject to Rule 17a -5 promulgated 
by the Securities and Exchange Commission (17 C.F.R. Section 240.17a -5, "Reports to be made by 
certain brokers and dealers"). This Exemption Report was prepared as required by 17 C.F.R. Section 
240.17a-5(d)(1) and (4). To the best of its knowledge and belief, the Company states the following: 
 

1) The Company does not claim an exemption under paragraph (k) of 17 C.F.R. § 240. 15c3-3, and  
 

2) The Company is filing this Exemption Report relying on Footnote 74 of the SEC Release No. 
34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 because the Company limits its 
business activities exclusively to (1) mutual fund retailer; and (2) municipal securities broker; 
(3) broker or dealer selling variable life insurance or annuities. The Company (1) did not directly 
or indirectly receive, hold, or otherwise owe funds or securities for or to customers, other than 
money or other consideration received and promptly transmitted in compliance with paragraph 
(a) or (b)(2) of Rule 15c2-4; (2) did not carry accounts of or for customers; and (3) did not carry 
PAB accounts (as defined in Rule 15c3-3) throughout the most recent fiscal year without 
exception. 

 
 
 
CFS Securities, Inc. 
 
I, Michael J. Butler, swear (or affirm) that, to my best knowledge and belief, this Exemption Report is 
true and correct. 
 
 
By:       
 
Title: President and Principal 
 
         
 
 
 
 
 

 




