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A, REGISTRANT IDENTIFICATION
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{No. and Street)

Centennial Colorado 80112

(City) (State) {2ip Code)

PERSON TO CONTACT WITH REGARD TO THIS FILING

Chester Hebert 303-962-7267 Chet.Hebert@coloradofsc.com

(Name) (Area Code — Telephone Number) (Email Address)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose reports are contained in this filing*

LMHS, P.C.
(Name - If individual, state last, first, and middle name)

80 Washington Street  Norwall MA 02061

(Address) (City} (State) (Zip Code)

02/24/2009 3373

(Date of Registration with PCAOB}(if applicable) {PCAOB Registration Number, If applicable)
FOR OFFICIAL USE ONLY

* Claims for exemption from the requirement that the annual reports be covered by the reports of an independent public
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OATH OR AFFIRMATION

|, Jameson Thon , swear (or affirm) that, to the best of my knowledge and belief, the
financial report pertaining to the firm of Colorado Financial Service Corporation , as of
12/31 ,2923 ,istrue and correct. | further swear (or affirm) that neither the company nor any

partner, officer, directar, or equivalent person, as the case may be, has any proprietary interest in any account classified solely

SIgnature:&%-’ %
" Exoruhve Vico Resident

Notary Public

This filing** contalns (check all applicable boxes):

{a) Statement of financial condition.

{b) Notes to consolidated statement of financial condition.

(c) Statement of income (loss) or, if there is other comprehensive income in the pericd(s) presented, a statement of
comprehensive income (as defined in § 210.1-02 of Regulation S-X).

{d) Statement of cash flows.

{e) Statement of changes in stockholders’ or partners’ or sole proprietor’s equity.

(f) Statement of changes in liabllities subordinated to claims of creditors.

{g) Notes to consolidated financial statements.

{h) Computation of net capital under 17 CFR 240.15¢3-1 or 17 CFR 240.18a-1, as applicable.

{i) Computation of tangible net worth under 17 CFR 240,18a-2,

(i) Computation for determination of customer reserve requirements pursuant to Exhibit Ato 17 CFR 240.15¢3-3.

{k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit 8 to 17 CFR 240,15¢3-3 or
Exhibit A to 17 CFR 240.18a-4, as applicable.

{I} Computation for Determination of PAB Requirements under Exhibit A to § 240.15¢3-3.

{m) information relating to possession or contro! requirements for customers under 17 CFR 240.15¢3-3.

(n} Information relating to possession or control requirements for security-based swap customers under 17 CFR
240.15¢3-3(p)(2) or 17 CFR 240.18a-4, as applicable.

(o) Reconclliations, including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net
worth under 17 CFR 240.15¢3-1, 17 CFR 240.18a-1, or 17 CFR 240.18a-2, as applicable, and the reserve requirements under 17
CFR 240.15¢3-3 or 17 CFR 240.18a-4, as applicable, if material differences exist, or a statement that no material differences
exist.

(p)} Summary of financial data for subsidiaries not consolidated in the statement of financial condition.

(q) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 240.17a-12, or 17 CFR 240.18a-7, as applicable.

{r) Compliance report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

{s) Exemption report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicabla.

{t} Independent public accountant’s report based on an examination of the statement of financial condition.

{u) iIndependent public accountant’s report based on an examination of the financial report or financial statements under 17
CFR 240.173-5, 17 CFR 240.183-7, or 17 CFR 240.17a-12, as applicable,

{v) Independent public accountant’s report based on an examination of certain statements In the compliance report under 17
CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

{w) Independent public accountant’s report based on a review of the exemption report under 17 CFR 240.17a-5 or 17

CFR 240.18a-7, as applicable.

(x) Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.15¢3-1e or 17 CFR 240.17a-12,
as applicable. ‘

(v) Report describing any materlal inadequacies found to exist or found to have existed since the date of the previous audit, or
a statement that no material Inadequacies exist, under 17 CFR 240.17a-12(k).

(z) Other:

**To request confidential treatment of certain portions of this filing, see 17 CFR 240.17a-5(¢)(3) or 17 CFR 240.18a-7(d}{(2), as
applicable.
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LMHS, P.C.

Certified Public Accountants and Adviors

Report of Independent Registered Public Accounting Firm

To The Owner
Colorado Financial Service Corporation
Centennial, Colorado

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Colorado Financial Service Corporation, as of
December 31, 2023, 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 Colorado Financial Service
Corporation as of December 31, 2023, 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.

Basis for Opinion

These financial statements are the responsibility of the entity’s management. Our responsibility is to express an
opinion on these 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 Colorado Financial Service Corporation, in accordance with the U.S. federal securities laws and the applicable rules
and regulations of the Securitics 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 (o 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 statemeats. 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.

LMHS PC.
LMHS, P.C.
We have served as Colorado Financial Service Corporation’s auditor since 2021.

Norwell, Massachusetts

February 15,2024

Membviof

B
80 WashingtonStreet, Building S, Norwell, Missachusetts 02061 (781) 878-9111 FX (781) 878-3666 www.Imhspc.com A|CPA ) .




Colorado Financial Service Corporation

Statement of Financial Condition

December 31, 2023
Assets
December 31,
2023
Current Assets ‘ _ ‘ ,
Cash » $ 1,932,703
Cash held at Proprietary Accounts of Introducing Brokers 25,821
Concession and revenue receivable 193,756
Other Receivables 8,936
Trading Securities 539
Total Current Assets 2,161,755
Other Assets
Right of Use Asset - Operating 610,759
Total Other Assets 610,759
Total Assets $ 2,772,514
Liabilities and Shareholder's Equity
Current Liabilities
Commissions Payable $ 174,401
Current Portion of Long-Term Lease Obligation 125,427
Accrued Expenses Payable 115,759
Total Current Liabilities 415,587
Long-Term Lliabilities
Lease Obligation 501,264
Total Long-Term Obligation 501,264
Total Liabilities 916,851
Shareholder's Equity
Common Stock, no par value, 100,0QO shares authorized 100
100 shares issued and outstanding
Additional paid-in capital 48,770
Retained earnings 1,806,793
Total Shareholder's Equity 1,855,663
Total Liabilities and Shareholder's Equity $ 2,772,514

The accompanying notes are an integral part of these statements. 2



Colorado Financial Service Corporation

Notes to Financial Statements

Note 1: Organization, Presentation and Summary of Significant Accounting Policles

Organization and Business
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 received from different sources listed below.

Basis of Accounting The accompanying financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States ("GAAP”) as
determined by the Financial Accounting Standards Board (“FASB”) Accounting Standards Codification

("ASC").

Basis of Presentation
The Company is engaged in a dual line of business as a fully-disclosed broker-dealer pursuant to certain

exemptive provisions of SEC Rule 15-¢3-3 subparagraph (k)(2)(ii), and as a registered investment advisor.
The non-covered Company's activities/other eligible activities are not required to comply with the requirements
of SEC Rule 15¢-3 by reason of the SEC’s guidance set forth in footnote 74 to SEC Release No. 34-70073.

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.

Revenue Recognition from Contracts with Customers
Following disclosures discuss the company's revenue recognition and accounting policies as governed by

topic 606, revenue from contracts with customers.

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.

Private Placement
All investor capital is introduced to third party issuers. The agreements with third parties vary by

agreement but result in the Company receiving a commission percentage based on the amount of
capital raised from investors.

Commissions
The Company receives commissions for the sale of mutual funds, insurance policies, stocks and bonds

and other financial products to customers on a fully disclosed basis or direct with insurance company
or mutual fund. The Company eams trail commissions and 12b-1 fees on certain mutual funds sold to
customers for a specified period of time that the customer remains in the fund. The Company records
trail commission revenue as trail commissions are remitted to the Company from the mutual funds.
The Company believes sufficient uncertainty exists outside of the Company's control as to the length
of time the customer will remain in the mutual fund and therefore does not recognize trail commission
revenue until that contingency is resolved. The Company records commission revenue for sales of
insurance policies on the effective date of the policy and after all contingencies have been resolved
during the lookback period. Revenue from the sale of other financial products is recorded on the trade
date. The Company believes the performance obligation is satisfied on the trade date, because that is

3



Colorado Financial Service Corporation

Notes to Financial Statements

the date that the underlying purchaser is identified, the pricing has been agreed upon, and the risks
and rewards of ownership have been transferred.

Engagement Fee

The Company provides marketing and consulting services fo customers which includes solicitation of
investors for customers that want to raise funds. The Company’s performance obligation to the
customer is considered completed on the closing date of the transaclion. The Company also earns
trailing fees on these contracts that vary based on the specific perforrnance measures as defined.in
the contract. These fees are recognized as revenue over the period of time the customer receives the
benefit from the investors solicited by the Company.

Advisory Fees and Transaction Services

The Company provides advisory services on managed accounts for certain customers. The Company
believes the performance obligation for providing advisory services is satisfied over time because the
customer is receiving and consuming the benefits as they are provided by the Company. Fee
arrangements are based on a percentage applied to the customer’s assets under management. Fees
are received throughout the year and are recognized in the period for which the advisory services are
provided. :

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

For financial reporting purposes, the Company has elected to use the taxes payable method. Under that
method, income tax expense represents the amount of income tax the Compariy expects to pay based on the
Company's current year taxable income.

The Company may account for uncertain tax positions in accordance with Financial Accounting Standards
Board Accounting Standards Codification (*ASC") Topic 740-10, Accounting for Uncertainty in Income Taxes.
FASB ASC Topic 740-10 establishes that a tax position taken or expected to be taken in a tax return is fo be
recognized in the financial statements when it is more likely than not, based on the technical merits, that the
position will be sustained upon examination. The Company’s returns from 2020 to 2022 are subject to review
by the Internal Revenue Service. ‘

Note 2: Related Party Transactions

The Company, through a shared service agreement, paid to The Compliance Department, a related entity
owned by Chester Hebert, a management fee totaling $770,000 and an administrative fee totaling $102,135
during the year ended December 31, 2023. The management fee pertains to ernployee salaries and bonuses.
The administrative fee includes: copier lease, phones/internet, and general office admin fees and supplies.
The Company pays an estimated profit share to its Company 401(k). For the year ending December 31, 2023,
this amount was $101,000.



T " Colorado Financial Service Corporation

Notes to Financial Statements

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.

* 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.)

As of December 31, the company holds one security which is classified as a level 1 security.
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 upan an event that gives rise to a new basis of accounting for that instrument.

Note 4: Shareholder's Equity and Net Capital and Minimum Net Capital Requirements

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

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, 2023, the Company had net capital of $1,846,564 which was $1,827,220 in excess of its
required net capital of $19,344. Company's aggregate indebtedness to net capital ratio was .16 to 1 as of
December 31, 2023,



Colorado Financial Service Corporation

Notes to Financial Statements

Note §: Income Taxes

The current estimated income tax expense prepaid included in the statement of operations as determined in
accordance with GAAP, are as follows:

Current Deferred Total
Federal $ 18,000 $ -$ 18,000
State o 3,040 - 3,040
Valuation Allowance — - -
$ 21,040 $ -$ 21,040

NOTE 6: Financial Instruments, Off-Balance Sheet Risks and Uncertainties

The Company’s financial instruments, including cash, receivables, other assels and payables are carried at
amounts that approximate fair value due to the short-term nature of those instruments.

The Company's registered representatives place money with funds, all of which are independent. The funds
and fund managers to which the Company introduces investors pay the Company either a portion of the
management and performance fees received by the fund or a commission which is a percentage of the assets
raised. Inthe event the Company does not satisfy its placement agreement terms, the agreement may result
in termination.

As of December 31, 2023, the Company has deposits in banks in excess of the FDIC insured amount of
$250,000 in the amount of $1,682,703.

Note 7: Litigation

During 2023, the Company became a defendant in litigation concerning investment client suitability and
performance of investment products. The Company intends to vigorously defend these cases as they proceed
through the FINRA Arbitration facility process. The Company believes that it raintains sufficient errors and
omissions insurance coverage for any adverse decisions that may result from the litigation. The Company has
not accrued any liability as it currently cannot address if the claim is probable and foreseeable.

NOTE 8 —Subsequent Review
The Company has performed an evaluation of subsequent events through February 15, 2024, which is the

date the financial statements were available to be issued. There are no events that have occurred which need
additional disclosure.



T Colorado Financial Service Corporation

Notes to Financial Statements

Note 9- Lease Obligations

The Company leases it facilities under operating lease expiring last day of April, 2029 in 188 Inverness Drive
West, Suite 100 Centennial, Colorado 80112, Future minimum lease payments under the non-cancelable
leases with initial terms greater than one year as of December 31, 2023,

Total Lease Amount

2024 $125,427
2025 $127.429
2026 $129,430
2027 $131,432
2028 $133,433
2029 $44,700

Total Undiscounted Lease Payments $691,851
Less Interest: ($65,160)
Total Lease Liabilities $626,691

Total rental expenses for the year ending December 31, 2023 was $150,627 for the above lease.

In accordance with ASC 842, the company recognizes the right of use (ROU) assels and lease liabilities on
the balance sheet for all leases with terms longer than 12 months. The lessee asset is equal to the minimum
payments under the lease, discounted to present value, as well as a liability reflecting its lease obligation.
The interest rate used in calculating the present value of the lease obligation was 3.15%.



