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Report of Independent Registered Public Accounting Firm 

To the Member and the Board of Managers 

Amherst Pierpont Securities LLC: 

Opinion on the Consolidated Financial Statement 

We have audited the accompanying consolidated statement of financial condition of Amherst Pierpont 

Securities LLC and subsidiary (the Company) as of September 30, 2021, and the related notes (collectively, 

the consolidated financial statement). In our opinion, the consolidated financial statement presents fairly, in all 

material respects, the financial position of the Company as of September 30, 2021, in conformity with 

U.S. generally accepted accounting principles. 

Basis for Opinion 

This consolidated financial statement is the responsibility of the Company’s management. Our responsibility is 

to express an opinion on this consolidated financial statement 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 consolidated financial statement is 

free of material misstatement, whether due to error or fraud. Our audit included performing procedures to 

assess the risks of material misstatement of the consolidated financial statement, 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 consolidated financial statement. Our audit also 

included evaluating the accounting principles used and significant estimates made by management, as well as 

evaluating the overall presentation of the consolidated financial statement. We believe that our audit provides a 

reasonable basis for our opinion. 

 

We have served as the Company’s auditor since 2016. 

New York, New York 

November 26, 2021 

KPMG LLP
345 Park Avenue
New York, NY 10154-0102

KPMG LLP, a Delaware limited liability partnership and a member firm of  
the KPMG global organization of independent member firms affiliated with  
KPMG International Limited, a private English company limited by guarantee. 
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Assets

Cash $ 75,232,015

Cash segregated under federal regulations 15,154,300

Securities borrowed 1,031,551,618

Securities purchased under resale agreements at fair value 7,944,010,537

Deposits at clearing organizations 50,260,568

Receivable from broker-dealers and clearing organizations 66,780,761

Receivable from customers 100,798,390

Financial instruments owned, at fair value (including securities 

pledged of $4,029,148,651) 4,950,503,053

Accrued interest receivable 44,994,057

Fixed assets and leasehold improvements, net 2,449,069

Other assets 13,093,114
                Total assets $ 14,294,827,482

Liabilities

Securities loaned $ 118,633,220

Securities sold under repurchase agreements at fair value 10,739,850,730

Payable to broker-dealers and clearing organizations 542,514,315

Payable to customers 48,655,070

Securities sold, not yet purchased, at fair value 2,252,479,861

Accrued interest payable 36,545,910

Other liabilities 135,015,953

                 Total liabilities 13,873,695,059

Commitments (Note 10)

Member's equity

Member's equity 421,132,423

                 Total liabilities and member's equity $ 14,294,827,482
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1. Organization and Nature of Business 

Amherst Pierpont Securities LLC (“APSL”), is a limited liability company whose ultimate parent 

company is Pierpont Capital Holdings LLC (the “Parent” or the “Member”).  APSL, headquartered in 

New York, provides institutional and middle market clients with access to a broad range of fixed 

income products including mortgage products, investment grade credit,  U.S. Government and 

federal agency securities and structured products banking and advisory services.  

APSL is a registered broker-dealer under the Securities Exchange Act of 1934 (“Exchange Act”) 
and is a member of the Financial Industry Regulatory Authority, Inc. (“FINRA”).  
 
APSL was designated as a Primary Dealer by the Federal Reserve Bank of New York (“FRBNY”) 
effective May 6, 2019. As a Primary Dealer, APSL serves as a direct trading counterparty to the 
FRBNY. 
  
APSL self-clears the majority of its business on a delivery versus payment (DVP) and receive 
versus payment (RVP) basis. Non-agency mortgage backed securities settlements are cleared 
through Pershing LLC (“the Clearing Broker”) on a fully-disclosed basis. 

  

On July 15, 2021, Santander Holdings USA, Inc. a subsidiary of Banco Santander, and the 

Company announced that they have entered into an agreement and plan of merger under which 

Santander Holdings USA, Inc. will acquire the Company for total consideration of approximately 

$600 million. The transaction is expected to close by the end of the first quarter of 2022, subject to 

regulatory approvals and customary closing conditions. 

The accompanying consolidated statement of financial condition refers to APSL and its subsidiary, 

Freedom Depository LLC, (“FDLLC”), together as the “Company”.  FDLLC, a limited liability 

company was organized with the sole purpose of facilitating securitizations through the issuance 

and sale of securities. 

2. Significant Accounting Policies 

Basis of Presentation 

The Company’s consolidated statement of financial condition includes the accounts of the 

Company and its subsidiary.  All material intercompany balances have been eliminated.  The 

Company’s consolidated statement of financial condition is prepared in conformity with accounting 

principles generally accepted in the United States of America. 

Use of Estimates 

The preparation of the consolidated statement of financial condition is in conformity with GAAP 

which requires management to make estimates and assumptions that affect certain reported 

amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 

consolidated statement of financial condition. Although these assumptions are based on the best 

available information, actual results may be different from these estimates. 

Cash 
Cash at September 30, 2021 is comprised of cash in bank accounts totaling $75,232,015.  This 
cash is held within a special reserve bank account for the benefit of customers. 
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Cash Segregated Under Federal Regulations 

Cash segregated under federal regulations at September 30, 2021 of $15,154,300 has been 

segregated in a special reserve bank account for the exclusive benefit of customers under Rule 

15c3-3 of the Securities Exchange Act. 

 

Collateralized Agreements 

Transactions involving borrowed securities, securities loaned, securities purchased under resale 

agreements (“resale agreements”) or securities sold under agreements to repurchase (“repurchase 

agreements”) are accounted for as collateralized agreements or financings.  The Company elected 

to account for its resale and repurchase agreements at fair value under the fair value option.  For 

further discussion, please refer to footnote 5 of the consolidated statement of financial condition.  

Securities borrowed and securities loaned are recorded at the amount of cash collateral deposited 

or received.  It is the policy of the Company to obtain possession of collateral with a fair value equal 

to or in excess of the principal amount loaned under resale agreements.  Collateral is valued daily 

and the Company may require counterparties to deposit additional collateral or return collateral 

pledged when appropriate.  Interest on such contracts is accrued and is included in the 

consolidated statement of financial condition in receivables from and payables to broker-dealers 

and clearing organizations. 

Financial Instruments Owned and Securities Sold, Not Yet Purchased, at Fair Value 

The sales and trading of financial instruments are recorded on the trade date.  Amounts receivable 

and payable for securities transactions that have not reached their contractual settlement date are 

reported net in the consolidated statement of financial condition.  Financial instruments owned and 

securities sold, not yet purchased, are carried at fair value.  The Company offsets long and short 

positions for a particular security recorded at fair value when the long and short positions have 

identical Committee on Uniform Security Identification Procedures numbers (“CUSIPs”). 

Fixed Assets and Leasehold Improvements 

Fixed assets are carried at cost, net of accumulated depreciation.  Furniture and equipment are 

depreciated on a straight-line basis over the estimated useful life of the asset of three to five 

years.  Leasehold improvements are depreciated on a straight-line basis over the lesser of the 

estimated useful life of the asset or the remaining term of the related lease.  Computer equipment 

and software are depreciated on a straight-line basis over the estimated useful life of the asset of 

three years. 

Leases 
Leases exceeding one year are recognized in the statement of financial position as right-of-use 
assets and lease liabilities. Right-of use assets are carried at the original capitalized amount, net of 
accumulated amortization and are amortized on a straight-line basis over remaining term of the 
related lease. 
 

Other Assets and Other Liabilities 

Other assets primarily represent prepaid expenses, including certain prepaid employee 

compensation, and security deposits and right of use asset for leased offices. 

Other liabilities include accrued compensation, other accrued expenses, lease liabilities and cash 

collateral received from counterparties. 
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Income Taxes 

Under applicable federal and state laws, the taxable income or loss of a limited liability company is 

allocated to each member based upon its ownership interest. Each member’s tax status, in turn, 

determines the appropriate income tax for its allocated share of taxable income or loss. The 

Company is subject to the Unincorporated Business Tax (“UBT”) in the City of New York and other 

jurisdictions for which it records an income tax provision. The Company is included in the Parent’s 

consolidated income tax returns in the applicable U.S. federal, state and local jurisdictions and generally 

is subject to examination by the respective jurisdictions for three years from the filing of a tax return. 

3. Receivable from and Payable to Broker-Dealers and Clearing Organizations 

At September 30, 2021, receivable from and payable to broker-dealers consist of the following: 

 

The Company has an agreement with the Clearing Broker to clear certain customers’ securities 

transactions on a fully disclosed basis.  The agreement also includes provisions related to 

proprietary accounts of introducing brokers and dealers (“PAB”).  The agreement provides for 

clearing charges at a fixed rate multiplied by the number of trades executed by the Company.  

Amounts due to the Clearing Broker consist primarily of the net funds from the settlement of trades 

and clearing and funding charges. 

4. Receivable from and Payable to Customers 

Receivable from customers includes debit balances related to securities trades of $98,369,458 

which have reached the contractual settlement date, cash collateral related to off-balance sheet 

transactions of $1,700,741 and other receivables of $728,191. 

Payable to customers includes credit balances related to securities trades which have reached the 

contractual settlement date of $44,759,161, excess cash collateral received related to off-balance 

sheet transactions of $2,386,948 and other payables of $1,508,961. 

5. Collateralized Agreements 

The Company has pledged $4,029,148,651 of its financial instruments owned to counterparties that 

have the right to repledge these securities.  The Company has no financial instruments pledged to 

counterparties that do not have the right to repledge the securities. 

The Company has the right to sell or repledge all of the securities it has received under securities 

borrowed and securities resale agreements.  These repledged securities have been used in the 

normal course of business. 

At September 30, 2021, the Company has securities borrowed, resale agreements, securities 

loaned and repurchase agreements as follows: 

Receivable Payable

Receivable related to pending trades, net $ -                    $ 428,020,087

Commodities and clearing brokers 33,836,136 280,019

Accrued interest 1,996,854 1,833,657

Fails to deliver / receive 30,947,771 112,380,552

$ 66,780,761 $ 542,514,315
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The Company’s counterparties to its repurchase agreements have the right by contract to sell or re-

pledge the Company’s pledged securities.  At September 30, 2021, the Company had off-balance 

sheet forward commitments to enter into resale and repurchase agreements in the amounts of 

$5,736,306,546 and $7,671,723,100, respectively. 

The Company has had no transfers accounted for as sales in transactions that are economically 

similar to repurchase agreements during the year ended September 30, 2021.  The Company has 

no repurchase to maturity transactions as of September 30, 2021. 

The following table summarizes, by tenor and underlying collateral, repurchase agreements and 

securities loaned transactions accounted for as secured borrowings as of September 30, 2021: 

Securities 

Borrowed

Resale 

Agreements

Gross balance $ 1,031,551,618 $ 28,123,982,595

Fair value of collateral received $ 1,008,634,185 $ 28,114,131,494

Securities 

Loaned

Repurchase 

Agreements

Gross balance $ 118,633,220 $ 30,920,597,603

Fair value of collateral pledged $ 118,196,605 $ 31,009,223,516
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Offsetting of Collateralized Agreements 
To manage exposure to credit risk associated with securities financing transactions, the Company 
may enter into master netting agreements and collateral arrangements with counterparties. 
Generally, transactions are executed under standard industry agreements, including, but not limited 
to, master securities lending agreements (securities lending transactions) and master repurchase 
agreements (repurchase transactions). A master agreement creates a single contract under which 
all transactions between two counterparties are executed allowing for trade aggregation and a 
single net payment obligation. Master agreements provide protection in bankruptcy in certain 
circumstances and, where legally enforceable, enable receivables and payables with the same 
counterparty to be settled or otherwise eliminated by applying amounts due against all or a portion 
of an amount due from the counterparty or a third party.  In addition, the Company enters into 
customized bilateral trading agreements and other customer agreements that provide for the 
netting of receivables and payables with a given counterparty as a single net obligation.   
 
In the event of the counterparty’s default, provisions of the master agreement permit acceleration 
and termination of all outstanding transactions covered by the agreement such that a single 
amount is owed by, or to, the non-defaulting party. In addition, any collateral posted can be applied 
to the net obligations, with any excess returned; and the collateralized party has a right to liquidate 
the collateral. Any residual claim after netting is treated along with other unsecured claims in 
bankruptcy court.   
 
 

September 30, 2021 September 30, 2021

Remaining Contractual Maturity of the Agreements Remaining Contractual Maturity of the Agreements

Repurchase agreements

Overnight and 

Continuous Up to 30 Days 30 - 90 Days

Greater than 90 

Days Total

U.S. Treasury securities 6,860,086,640$     3,998,439,250$     872,687,500$        6,156,125,000$     17,887,338,390$  

U.S. Government agency debt 402,281,204           -                            -                            -                            402,281,204           

Mortgage-backed securities - US Agency 3,854,323,567       2,278,759,000       561,780,000           5,200,000,000       11,894,862,567     

Mortgage-backed securities - Non-agency 226,282,515           2,159,000               12,458,000             5,930,000               246,829,515           

Corporate debt securities 451,431,127           463,000                   -                            37,391,800             489,285,927           

Total Repurchase agreements 11,794,405,053     6,279,820,250       1,446,925,500       11,399,446,800     30,920,597,603     

Securities loaned

U.S. Treasury securities -$                          -$                          -$                          -$                          -$                          

U.S. Government agency debt 1,182                        -                            -                            -                            1,182                        

Mortgage-backed securities - US Agency 102,337,568           -                            -                            -                            102,337,568           

Corporate debt securities 16,294,470             -                            -                            -                            16,294,470             

Total Securities loaned 118,633,220           -                            -                            -                            118,633,220           

Gross amount of Repurchase Agreements 

and Securities Lending Transactions 

Accounted for as Secured Borrowings 11,913,038,273$  6,279,820,250$     1,446,925,500$     11,399,446,800$  31,039,230,823$  

Netting applied in accordance with 

applicable accounting guidance (20,181,015,303)   

Unrealized (gains) losses 268,430                   

Repurchase Agreements and Securities 

Lending Transactions reported in the 

consolidated statement of financial 

condition 10,858,483,950$  
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The following table summarizes collateralized transactions as of September 30, 2021. 
 

    

 

6. Fair Value Option for Resale and Repurchase Agreements 

FASB ASC 825, Financial Instruments, provides an option that allows entities 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.  The Company has elected the fair value option for resale 

agreements and for repurchase agreements.  This option has been elected as the Company 

believes that its overall performance is more accurately measured when term resale and 

repurchase agreements are reported at their fair values.  At September 30, 2021, resale 

agreements had unrealized gains of $1,043,245 and repurchase agreements had unrealized losses 

of $268,430. 

 

7. Fair Value 

 

Fair Value Measurement 

The guidance for fair value measurements defines fair value, establishes a framework for 

measuring fair value and establishes a hierarchy based on the quality of inputs used to measure 

fair value and enhances disclosure requirements for fair value measurements.  The Company’s 

financial instruments owned, at fair value, and financial instruments sold, but not yet purchased, at 

fair value, are reflected in the consolidated statement of financial condition on a trade date basis.  

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 an asset or transfer a liability occurs in the 

principal market for the asset and 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 are used to measure fair value. 

 

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value.  

The hierarchy gives the highest priority to unadjusted quoted prices in active markets for identical 

Gross Amounts Not Offset in the 

Statement of Financial Condition (a)

Gross Amount

Gross Amounts 

Offset in the 

Statement of 

Financial 

Condition

Unrealized gains 

(losses)

Net Amount 

Presented in the 

Statement of 

Financial Condition

Financial 

Instruments

Cash Collateral 

Received Net Amount

Assets:

Derivatives 8,965,256$        (2,329,402)$         -$                    6,635,854$          6,635,854$        -$                  -$                     

Securities Borrowed 1,031,551,618    -                     -                     1,031,551,618      1,004,863,582    -                    26,688,036           

Resale Agreements 28,123,982,595  (20,181,015,303)   1,043,245            7,944,010,537      7,851,204,503    -                    92,806,034           

Liabilities:

Derivatives 23,629,026        (2,329,402)           -                     21,299,624          21,299,624        -                    -                      

Securities Loaned 118,633,220      -                     -                     118,633,220         114,897,077      -                    3,736,143             

Repurchase Agreements 30,920,597,603  (20,181,015,303)   (268,430)             10,739,850,730    10,731,478,069  -                    8,372,661             

(a) Under master netting agreements with our counterparties, we have the legal right of offset with a counterparty, which incorporates all of the counterparty’s outstanding rights and

obligations under the arrangement.  These balances reflect additional credit risk mitigation that is available by counterparty in the event of a counterparty’s default, but which are not

netted in the consolidated statement of financial condition because other netting provisions of U.S. GAAP are not met.
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assets or liabilities (Level 1 measurements) and the lowest priority to unobservable inputs (Level 3 

measurements).  The three broad levels of the fair value hierarchy are described below: 

 

Level 1 Inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities 

that the Company has the ability to access. 

Level 2 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 for the asset or liability and rely on management’s own 

judgments about the assumptions that market participants would use in pricing the 

asset or liability.  The unobservable inputs are developed based upon the best 

information available and may include the Company’s own data.   

 

The availability of observable inputs can vary from security to security and is affected by a wide 

variety of factors, including for example, the type of security, the liquidity of markets, and other 

characteristics particular to the security. 

 

The fair values of certain financial instruments including cash, securities borrowed and loaned, 

receivables from and deposits with clearing organizations and broker-dealers, security deposits, 

receivable from and payable to customers, accrued interest receivable and payable, payables to 

broker-dealers, and accrued payables are considered to approximate their respective carrying 

values due to their liquidity and short-term nature.  These assets and liabilities are considered to be 

Level 2. 

 

Determination of Fair Value 

The following is a description of the Company’s valuation methodologies for assets and liabilities 

measured at fair value. 

 
U.S. Government and Federal Agency Securities 
U.S. Treasury Securities: U.S. Treasury securities are measured based on quoted market prices 
and categorized within Level 1 of the fair value hierarchy. 
 
U.S. Agency Issued Debt Securities: Callable and non-callable U.S. agency issued debt securities 
are measured primarily based on quoted market prices obtained from external pricing services and 
are generally categorized within Level 2 of the fair value hierarchy. 
 
Residential Mortgage-Backed Securities 
Agency and Non-agency residential mortgage-backed securities: U. S. Agency and Non-agency 
residential mortgage-backed securities include mortgage pass-through securities (fixed and 
adjustable rate), collateralized mortgage obligations and interest-only and principal-only securities 
and are generally measured using market price quotations from external pricing services and 
categorized within Level 2 of the fair value hierarchy.  In some instances, Non-agency residential 
mortgage-backed securities are measured using inputs to a valuation methodology that include 
quoted prices for similar assets or liabilities in active markets or inputs that are observable for the 
asset or liability either directly or indirectly for substantially the full term of the financial 
instrument.  These securities are categorized within Level 2 of the fair value hierarchy. 
 
Corporate Debt Securities and Foreign Sovereign Debt 
Corporate bonds and foreign sovereign debt are measured primarily using pricing data from 
external pricing services and broker quotations, and where available, prices observed for recently 
executed market transactions. Corporate bonds measured using these valuation methods are 
categorized within Level 2 of the fair value hierarchy.  
 



Amherst Pierpont Securities LLC 
Notes to Consolidated Statement of Financial Condition 
September 30, 2021 

10 

Resale and Repurchase Agreements 

To estimate the fair value of resale and repurchase agreements, cash flows are first evaluated 

taking into consideration the value and relative availability of the underlying collateral which are 

then discounted using the appropriate market rates for the applicable maturity.  As the inputs into 

the valuation are primarily based upon readily observable pricing information, such resale and 

repurchase agreements are classified within Level 2 of the valuation hierarchy. 

 

Exchange Traded Futures and Options 

Where quoted prices for identical instruments are available in an active market, instruments are 

classified in Level 1 of the valuation hierarchy.  Level 1 instruments include exchange traded 

futures and options, for which there are quoted prices in active markets. 

The following table presents the financial instruments carried on the consolidated statement of 

financial condition by level within the fair value hierarchy as of September 30, 2021.   

 

There were no transfers between Level 1 and Level 2 during the year. 

8. Derivatives Activities 

Derivatives contracts are financial instruments whose value is based upon the value of the 
underlying asset prices, indices, reference rates or any combination of these factors.  The 
Company uses exchange-traded options and futures, credit default swaps, and forward settling 
securities trades as part of its trading business, as well as to actively manage risk exposures that 
arise from its trading in cash instruments.  Unrealized gains and losses on these derivative 
contracts are recognized currently in the consolidated statement of income as principal 
transactions.  The Company does not apply hedge accounting as defined in FASB ASC 815 

Level 1 Level 2 Level 3

Balance as of 

September 30, 

2021

Financial instruments owned, at fair value

U.S. Treasury securities 1,306,006,890$   -$                   -$                   1,306,006,890$     

U.S. Government agency debt -                     467,755,849        -                     467,755,849          

Mortgage-backed securities - US Agency -                     2,527,090,304     -                     2,527,090,304       

Mortgage-backed securities - Non-agency -                     272,258,635        -                     272,258,635          

Corporate debt securities -                     349,665,653        -                     349,665,653          

Foreign sovereign debt -                     21,089,868          -                     21,089,868            

Exchange traded  options 234,676              -                     -                     234,676                

Forward settling securities trades -                     6,382,209           -                     6,382,209             

Forward settling repos and resales -                     18,969                -                     18,969                  

Total 1,306,241,566$   3,644,261,487$   -$                   4,950,503,053$     

Resale agreements -$                   7,944,010,537$   -$                   7,944,010,537$     

Securities sold, not yet purchased, at fair value

U.S. Treasury securities 1,822,980,490$   -$                   -$                   1,822,980,490$     

U.S. Government agency debt -                     51,340,412          -                     51,340,412            

Mortgage-backed securities - US Agency -                     818,086              -                     818,086                

Corporate debt securities -                     356,041,249        -                     356,041,249          

Exchange traded  options 29,988                -                     -                     29,988                  

Forward settling securities trades -                     21,269,636          -                     21,269,636            

Total 1,823,010,478$   429,469,383$      -$                   2,252,479,861$     

Repurchase agreements -$                   10,739,850,730$  -$                   10,739,850,730$    



Amherst Pierpont Securities LLC 
Notes to Consolidated Statement of Financial Condition 
September 30, 2021 

11 

because all financial instruments are recorded at fair value with changes in fair values reflected in 
net income. 

 
Futures and Forwards. Contracts that commit counterparties to purchase or sell financial 
instruments, commodities or currencies in the future. 

 
Swaps. Contracts that require counterparties to exchange cash flows such as currency or interest 
payment streams. The amounts exchanged are based on the specific terms of the contract with 
reference to specified rates, financial instruments, commodities, currencies or indices. 

 
Options. Contracts in which the option purchaser has the right, but not the obligation, to purchase 
from or sell to the option writer financial instruments, commodities or currencies within a defined 
time period for a specified price. 

 
Forward Settling Securities and Repo Trades. The Company’s activities in forward settling 
trades include transactions in securities that are to be announced (“TBAs”) and transactions in 
which the settlement date is a date beyond the time generally established by regulations or 
conventions in the market place or exchange in which the transaction is executed.  These financial 
instruments expose the Company to varying degrees of market and credit risk.   
 
The Company records its derivative trading activities at fair value.  Derivative assets and liabilities 
related to exchange traded options and forward trades are presented net, when the right of offset 
exists, and are included in “Financial instruments owned, at fair value” and “Securities sold, not yet 
purchased, at fair value,” respectively in the consolidated statement of financial condition.  
Derivative assets and liabilities related to futures and credit default swaps are the result of margin 
placed with brokers and are included in Receivable from broker dealers and clearing organizations 
in the consolidated statement of financial condition.  Exchange traded options are considered Level 
1 in the valuation hierarchy and forward trades, futures and credit default swaps are considered 
Level 2 in the valuation hierarchy.  
 

   

9. Fixed Assets and Leasehold Improvements, Net 

Fixed assets and leasehold improvements, net consisted of the following at September 30, 2021: 

September 30, 2021

Notional Value

Asset 

Derivatives

Liability 

Derivatives

Exchange traded futures and credit 

default swaps

887,624,544$       -$               -$               

Exchange traded options 1,050,000,000      234,676          29,988            

Forward settling securities trades 21,090,231,427    6,382,209       21,269,636      

Forward settling repos and resales 13,408,029,646    18,969            -                 

36,435,885,617$  6,635,854$      21,299,624$    
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10. Commitments, Contingencies and Guarantees 

The Company has entered into employment contracts in which the Company agreed to make 

guaranteed cash payments totaling $4,909,917 to be paid as follows: 

   

Representations and Warranties 

In the normal course of business, the Company enters into contracts that contain a variety of 

representations and warranties and which provide general indemnifications.  The Company’s 

potential exposure under the arrangements would involve potential future claims that may be made 

against the Company that have not yet occurred.  However, the Company expects the risk of loss 

to be remote based on currently available information. 

Contingencies 

In the normal course of business, the Company may be named as a defendant in certain litigation, 

arbitrations and regulatory actions arising out of its activities as a broker-dealer in securities.  

Management believes, based on information currently available, that the results of such actions will 

not have a material adverse effect on the Company’s financial condition. 

 
Other Guarantees 
The Company is a member of various clearing organizations. In the normal course of business the 
Company provides guarantees to these securities clearing organizations. These guarantees 
generally are required under the standard membership agreements, such that members are 
required to guarantee the performance of other members. Additionally, if a member becomes 
unable to satisfy its obligations to the clearing organization, other members would be required to 
meet these shortfalls. To mitigate these performance risks, the clearing organizations often require 
members to post collateral. The Company’s obligations under such guarantees are deemed 
remote. Accordingly, no liability has been recognized for these arrangements. 
 

11. Leases 

The Company leases office space under operating leases with maturity dates ranging from October 
2022 to January 2025. Some of the leases may include an option to renew the lease, but the 
Company generally does not include optional periods as part of the lease term, unless it is 
reasonably certain that the Company will exercise the option(s). The Company generally prepays 
the rent. In addition to rent payments, the operating leases may also require payment for real 
estate taxes, insurance costs, common area maintenance, and utilities.  These payments typically 

Cost

Accumulated 

depreciation 

and 

amortization

Fixed assets 

and leasehold 

improvements, 

net

Computer equipment and software $ 11,310,704 (9,892,706) 1,417,998

Leasehold improvements 5,034,369 (4,147,658) 886,711

Furniture and office equipment 1,356,026 (1,211,666) 144,360

$ 17,701,099 (15,252,030) 2,449,069

Year ended September 30,

2022 $ 3,509,917

2023 1,400,000

$ 4,909,917
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are not fixed. The Company accounts for these costs as variable payments and excludes them 
from the monthly fixed rent payment amounts included in the lease liability calculations. 
 
The operating lease liability consists of the fixed rental payments discounted to present value using 
the Company’s incremental borrowing rate (IBR) for each lease, as the rate implicit in the lease is 
generally not readily determinable. 
 
The Company has elected to account for lease components and non-lease components associated 
with its leases (e.g., common area maintenance costs) as a single lease component for its real 
estate and equipment leases, as permitted by the lease accounting guidance. Additionally, the 
Company has also elected the short-term lease exemption, which exempts the Company from 
recognizing the right-of-use assets and lease liabilities for leases with terms of 12 months or less. 
 
At September 30, 2021 the Company’s right of use asset and lease liabilities are $1,458,473 and 
$1,586,089, respectively, which are included in other assets and other liabilities in the consolidated 
statement of financial condition. 
 
The following table summarizes the Company’s weighted-average remaining lease term and the 
weighted-average discount rate as of September 30, 2021: 
 

 
 

The following table presents the maturity analysis of the Company’s operating lease liabilities as of 
September 30, 2021: 
 

 
 
 

12. Variable Interest Entities 

Variable interest entities (“VIEs”) are entities in which equity investors lack the characteristics of a 
controlling financial interest. VIEs are consolidated by the primary beneficiary. The primary 
beneficiary is the party who has both (1) the power to direct the activities of a variable interest 
entity that most significantly impact the entity’s economic performance and (2) an obligation to 
absorb losses of the entity or a right to receive benefits from the entity that could potentially be 
significant to the entity. 
 
The Company determines whether it is the primary beneficiary of a VIE upon initial involvement 
with the VIE and reassess whether it is the primary beneficiary of a VIE on an ongoing basis. The 
determination of whether the Company is the primary beneficiary of a VIE is based upon the facts 
and circumstances for each VIE and requires significant judgment. 
 

 September 30, 2021

Weighted-average remaining lease term 2.8 Years

Weighted-average discount rate 8.22%

Year ended September 30,

2022 725,982$                

2023 546,321                 

2024 374,379                 

2025 114,681                 

2026 19,919                   

Total lease payments 1,781,282               

less: Imputed Interest (195,193)                

Present value of lease liabilities 1,586,089$             
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Considerations in determining the VIE’s most significant activities and whether the Company has 
the power to direct those activities include, but are not limited to, the VIE’s purpose and design and 
the risks passed through to investors, the voting interests of the VIE, management, service and/or 
other agreements of the VIE, involvement in the VIE’s initial design and the existence of explicit or 
implicit financial guarantees. 
 
Variable interests in a VIE are assessed both individually and in aggregate to determine whether 
the Company has an obligation to absorb losses of or a right to receive benefits from the VIE that 
could potentially be significant to the VIE. The determination of whether the Company’s variable 
interest is significant to the VIE requires significant judgment. In determining the significance of the 
Company’s variable interest, management considers the terms, characteristics and size of the 
variable interests, the design and characteristics of the VIE, the Company’s involvement in the VIE 
and the Company’s market-making activities related to variable interests. 

 

FDLLC was formed for the limited purpose of purchasing assets and otherwise consummating and 

carrying out securitization activity for the Company.  In the Company’s securitization transactions, 

the Company transfers these assets to special purpose entities (“SPEs”) and act as the placement 

or structuring agent for the beneficial interests sold to investors by the SPE. A significant portion of 

the Company’s securitization transactions are securitization of assets issued or guaranteed by U.S. 

government agencies. These SPEs generally meet the criteria of variable interest entities; however 

the Company generally does not consolidate the SPEs as the Company is not considered the 

primary beneficiary for these SPEs.  

The Company accounts for its securitization transactions as sales, provided it has relinquished 
control over the transferred assets. Transferred assets are carried at fair value with unrealized 
gains and losses reflected in principal transaction revenues in the consolidated statement of 
income prior to the identification and isolation for securitization. The Company generally receives 
cash proceeds in connection with the transfer of assets to an SPE. 
 

Management has concluded that it is not required to consolidate the VIE’s related to securitized 

transactions as the Company and FDLLC do not retain any economic interest in the transferred 

assets or an obligation to absorb losses or the right to receive benefits from the entity through the 

securitizations. 

13. Off-Balance Sheet Risk 

In the normal course of business, the Company’s securities activities involve execution, settlement 

and financing of various securities transactions.  These activities may expose the Company to 

off-balance sheet credit and market risk in the event customers or other counterparties are unable 

to fulfill their contractual obligations.  It is the Company’s policy to review, as necessary, the credit 

standing of each counterparty with which it conducts business. 

As part of its normal trading activities, the Company may sell securities not yet purchased.  

Securities sold, but not yet purchased represent obligations of the Company to deliver the specified 

security at the contracted price and thereby creating a liability to repurchase the security in the 

market at prevailing prices.  Accordingly, these transactions result in off-balance sheet risk, as the 

Company’s ultimate obligation to satisfy the sale of securities sold, but not yet purchased may 

exceed the amount recognized in the consolidated statement of financial condition.  Securities 

positions are monitored on a daily basis. 
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14. Related Parties 

The Parent, the Company and Pierpont Financial Services LLC, ("PFS"), an affiliate, have entered 
into a service level agreement ("SLA") whereby the Parent incurs the costs of personnel, and other 
services. The Company and PFS reimburse the Parent for these costs under the SLA. Pursuant to 
the SLA, the Parent acts as the payroll administrator for the Company and collects funds from the 
Company for payment by a third-party payroll processing service organization to personnel that 
provide services to the Company. Included in other liabilities is $124,596,232 of accrued expenses 
payable to the Parent under the SLA for personnel related expenses.  

 
At September 30, 2021, there were no other amounts receivable or payable between the Company 
and Parent. 
 

The Company and Pierpont Financial Services LLC, (“PFS”), an affiliate, have entered into a 

service level agreement (“SLA”) whereby, the Company provides PFS with clearing services, the 

use of its New York office facility, computer equipment, software and other services.   

The Company’s affiliate in Hong Kong, Amherst Pierpont International, Ltd, (“APIL”), provides 

introducing broker services whereby sales are referred to the Company.   

On October 10, 2014, the Parent acquired 100% of Amherst ASG Holdings LLC (including its 

subsidiary Amherst Securities Group, LP from Amherst Holdings, LLC (“AHLLC”).  As part of that 

transaction, AHLLC received an equity interest in the Parent.  The Parent has entered into a 

licensing agreement to use AHLLC’s proprietary analytics platform under which it allocates the 

direct cost to the Company.   

During the year ended September 30, 2021, the Company had entered into advisory and financing 

transactions with AHLLC and its affiliates.   

In addition, the Company uses office space of AHLLC incurs Occupancy expense.  The Company 

also subleases separate office space to AHLLC in which the proceeds received are applied to an 

accrued liability related to a previously recorded loss on the sublease.  This accrued liability is not 

material and is included in Other liabilities in the consolidated statement of financial condition. 

15. Equity Based Compensation 

The Parent has a restricted equity incentive plan which, through Pierpont Employee Investments 

LLC (“PEIL”), provides for the grant of restricted equity units to eligible persons as incentives and 

rewards to encourage recipients to participate in the long term success of the Company.  In 

December 2020, common units with an estimated value of $7,311,116 were awarded to employees 

as part of the employees’ compensation related to the year ended September 30, 2020. 

16. Income Taxes 

For the year ended September 30, 2021, the Company was included in the Parent’s consolidated 
tax returns and taxed as a U.S. Partnership and subject to the Unincorporated Business Tax (UBT) 
in the City of New York, as well as certain state and local minimum taxes. Therefore, the tax liability 
or benefit related to the Company’s income or loss except for UBT and the state and local minimum 
taxes rests with the members.  The statutory tax rate applicable for the City of New York UBT is 
4%. The provision for income taxes differed from the amount computed by applying the New York 
City UBT rate of 4% primarily due to income being apportioned outside of New York City for the 
year ended September 30, 2021. 
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The Company has analyzed its tax positions with respect to income tax issues for open tax years 
and determined no material uncertain tax positions exist as of September 30, 2021. The Company 
recognizes interest and penalties, if any, related to unrecognized tax benefits as income tax 
expense in the consolidated statement of income. There were no interest and penalties accrued at 
September 30, 2021. The statute of limitations with respect to the Parent’s New York City UBT 
returns has expired for all years through 2015. The Parent is currently under examination by New 
York City for 2016 and 2017 and does not expect the resolution of these examinations will have a 
material effect on its consolidated statement of financial condition in the period in which resolution 
occurs. 

 
Income taxes are accounted for using the asset and liability method, as prescribed in guidance on 
Accounting for Income Taxes. Deferred tax assets and liabilities are recognized for the future tax 
consequences attributable to differences between the financial statement carrying amounts of 
existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are 
measured using enacted tax rates expected to apply to taxable income in the years in which those 
temporary differences are expected to be recovered or settled. The effect on deferred tax assets 
and liabilities of a change in tax rates is recognized in income in the period that includes the 
enactment date. A valuation allowance is recorded against deferred tax assets if it is deemed more 
likely than not that those assets will not be realized. 
 

17. Regulatory Requirements 

APSL is subject to the Securities and Exchange Commission’s Uniform Net Capital Rule 15c3-1, 

which requires the maintenance of minimum net capital.  APSL has elected to use the alternative 

method, permitted by the rule, which requires that it maintain minimum net capital, equal to the 

greater of $250,000 or 2% of aggregate debit balances, as defined.  At September 30, 2021, APSL 

had net capital, as defined, of $319,507,923, which exceeded its minimum requirement of 

$2,589,169 by $316,918,754.  Proprietary balances if any held at the Company’s clearing broker 

(“PAB assets”) are considered allowable assets for net capital purposes, pursuant to an agreement 

between the Company and the clearing broker, as the clearing broker performs a computation of 

PAB assets and segregates certain balances on behalf of the Company, as applicable. 

APSL is also subject to Rule 15c3-3 of the Securities and Exchange Commission.  At 

September 30, 2021, APSL computed the reserve requirement for customers and was required to 

segregate $4,811,111 in the special reserve bank account for the exclusive benefit of customers.  

At September 30, 2021 the amount held on deposit in the special reserve bank account was 

$15,154,300.   

The regulatory requirements referred to above also restrict the Company’s ability to withdraw 

capital.  Prior written notification and approval from the regulators is required for withdrawals 

exceeding 30 percent of the Company’s excess net capital and also where the Company’s net 

capital would be less than 25 percent of deductions from net worth in computing net capital.  

 

18. Subsequent Events 

During November 2021, the Compensation Committee approved the payment of discretionary 
bonus liabilities for payment to employees during December 2021.  This accrued liability is included 
in Other liabilities in the consolidated statement of financial condition at September 30, 2021. 


