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OATH OR AFFIRMATION

I, Richard Sobel , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Breakwater Group Distribution Services, LLC ,asof
December 31, 2019 , are true and correct. I further swear (or affirm) that neither the company

- ~memem. .~ NOT-@NY partner, proprietor, principal officer or director has.any proprietary interest in.any. account classified solely as.thatof .. ..
a customer, except as follows:

No Exceptions
Jah 7
Stanatute
‘jﬂ FINOP /CFO
Title 7/
o CLAUDIA TAYLOR
Notary Publxc NOTARY PUBLIC, State of New York

No. 01TA506817
Qualified in Kings C
Commission Expires 10/28/
This report** contains (check all applicable boxes):

— ———IE—(a) Facing page:

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

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

(2) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

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

(o) Exemption report

OO0E O OCOCOCO0O0O00

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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RSM

RSMUSLLP
Report of Independent Registered Public Accounting Firm

To the Member
Breakwater Group Distribution Services, LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Breakwater Group Distribution
Services, LLC (the Company) as of December 31, 2019, and the related notes to the financial statement
(collectively, the financial statement). In our opinion, the financial statement presents fairly, in all material
respects, the financial position of the Company as of December 31, 2019, in conformity with accounting
principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company's 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 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 statement is
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audit
we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the 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
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 financial statement.
We believe that our audit provides a reasonable basis for our opinion.

PSSk VS LLP

We have served as the Company's auditor since 2014,

New York, New York
February 21, 2020
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Breakwater Group Distribution Services, LLC
(a limited liability company)

Statement of Financial Condition

As of December 31, 2019

Assets
Cash
Distributor fees receivable
Due from affiliates
Fixed assets (net of accumulated depreciation of $4,724)
Prepaid expenses
Total assets

Liabilities and Member's Equity

Liabilities:

Accounts payable and accrued expenses
Total liabilities

Member's equity
Total liabilities and member's equity

$ 1,933,635
421,080
21,694

1,868

14,403

5 2,392,680

$ 68,029

68,029

2,324,651
$ 2,392,680

The accompanying notes are an integral part of this financial statement.
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Breakwater Group Distribution Services, LLC
(a limited liability company)
Notes to the Financial Statements

Note 1. Organization

Breakwater Group Distribution Services, LLC (formerly known as Breakwater Group, LLC) (the "Company")
was formed under the laws of the State of Delaware on March 20, 2013. The Company is registered as a
broker-dealer in securities with the Securities and Exchange Commission (the "SEC") and is a member of
the Financial Industry Regulatory Authority, Inc. ("FINRA"). The Company earns its revenue from
distribution fees.

The Company operates under the exemption provisions of paragraph (k)(2)(i) of SEC Rule 15¢3-3 and ,
accordingly, is exempt from the remaining provision of that rule.

Note 2. Significant Accounting Policies
Accounting Policies: The Company follows generally accepted accounting principles (‘GAAP”), as

established by the Financial Accounting Standards Board (the “FASB”), to ensure consistent reporting of
financial condition, results of operations and cash flows.

Cash: Cash consists of cash in banks, primarily held at one financial institution.

Revenue Recognition:

Effective January 1, 2018, the Company adopted ASC Topic 606, Revenue from Contracts with Customers
("ASC Topic 606"). This revenue recognition guidance requires that an entity recognize revenue to depict
the transfer of promised goods or services to customers in an amount that reflects the consideration to
which the entity expects to be entitled in exchange for those goods or services. The guidance requires an
entity to follow a five step model to (a) identify the contract(s) with a customer, (b) identify the performance
obligations in the contract, (c) determine the transaction price, (d) allocate the transaction price to the
performance obligations in the contract, and (e) recognize revenue when (or as) the entity satisfies a
performance obligation.

Distribution fees. The Company enters into arrangements with managed accounts or other pooled
investment vehicles (funds) to distribute shares to investors. The Company may receive distribution fees
paid by the fund up front, over time, upon the investor's exit from the fund (that is, a contingent deferred
sales charge), or as a combination thereof. The Company believes that its performance obligation is the
sale of securities to investors and as such this is fulfiled on the trade date. Any fixed amounts are
recognized on the trade date and variable amounts are recognized to the extent it is probable that a
significant revenue reversal will not occur once the uncertainty is resolved. For variable amounts, as the
uncertainty is dependent on the value of the shares at future points in time as well as the length of time the
investor remains in the fund, both of which are highly susceptible to factors outside the Company’s
influence, the Company does not believe that it can overcome this constraint until the market value of the
fund and the investor activities are known, which are usually monthly or quarterly. Distribution fees
recognized in the current period are primarily related to performance obligations that have been satisfied in
prior periods.

Use of Estimates: The preparation of financial statements in conformity with GAAP requires management
to make estimates and assumptions in determining the reported amounts of assets, liabilities and
disclosures of contingent assets and liabilities at the date of the financial statements, and the reported
amounts of income and expenses during the reporting period. Actual results could differ from those
estimates.



Breakwater Group Distribution Services, LLC
(a limited liability company)
Notes to the Financial Statements

Note 2. Significant Accounting Policies (continued)

Accounting for Income Taxes: The FASB provides guidance for how uncertain tax positions should be
recognized, measured, disclosed and presented in the financial statements. This requires the evaluation
of tax positions taken or expected to be taken in the course of preparing the Company's tax returns to
determine whether the tax positions are more likely than not of being sustained when challenged or when
examined by the applicable tax authority. Tax positions not deemed to meet the more-likely-than-not
threshold would be recorded as a tax benefit or expense and liability in the current year. For the year ended
December 31, 2019, management has determined that there are no uncertain tax positions. All tax years
since inception generally remain subject to examination by U.S., Federal and respective state and local tax
authorities.

As a limited liability company, the Company is not subject to federal income taxes. The Company’s member
separately accounts for its share of the Company’s items of income, deductions, losses and credits.
Therefore, these financial statements do not include any provision for federal income taxes.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required to
recognize lease assets and lease liabilities on the balance sheet for all leases with terms longer than 12
months. Leases will be classified as either finance or operating, with classification affecting the pattern of
expense recognition in the statement of operations. The new standard is effective for fiscal years beginning
after December 15, 2018, including interim periods within those fiscal years. The Company has adopted
the new guidance and the adoption did not have a significant impact on the Company’s financial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments—Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. The standard's main goal is to improve financial
reporting by requiring earlier recognition of credit losses on financing receivables and other financial assets
in scope. The Company is currently evaluating the impact of the new pronouncement.

Note 3. Equipment

Network equipment $ 6,592
Less accumulated depreciation 4,724
$ 1,868

Note 4. Related Party Transactions

The Company paid a related entity under an administrative services agreement. The amount paid
represents the Company's allocable share of rent, utilties and employee benefits as defined in the
agreement. The total amount paid under this agreement for the year ended December 31, 2019 was
$89,456 and is included in occupancy cost and compensation and benefits in the statement of operations.
As of December 31, 2019, $21,694 included in due from affiliates on the statement of financial condition,
represents reimbursable payments made by the Company on behalf of a related entity.

All of the Company's revenue is derived from accounts that are managed by the managing member. The
accounts receivable from this revenue at December 31, 2019 was $421,080.



Breakwater Group Distribution Services, LLC
(a limited liability company)
Notes to the Financial Statements

Note 5. Off-Balance Sheet Risk and Concentration of Risk

The Company, at times, maintains its cash balances in bank deposit accounts in excess of federally insured
limits. The Company has not experienced any losses in such accounts and does not believe it is exposed
to any significant credit risk on cash.

Note 6. Regulatory Requirements

The Company is subject to the SEC's Uniform Net Capital Rule ("Rule 15¢3-1"). The Company computes
its net capital requirements under the basic method provided for in Rule 15¢3-1, which requires the
Company to maintain net capital equal to the greater of $5,000 or 6-2/3% of aggregate indebtedness. Net
capital and aggregate indebtedness fluctuate on a daily basis; however, at December 31, 2019, the
Company had net capital, as defined, of $1,865,606, which was $1,860,606 in excess of the required net
capital of $5,000. The Company’s net capital ratio was 0.04 to 1.

Note 7. Indemnifications

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The Company’s
maximum exposure under these arrangements is unknown, as this would involve future claims that may be
made against the Company that have not yet occurred. The Company expects risk of loss to be remote.

Note 8. Subsequent Events

The Company has evaluated subsequent events through the date these financial statements were
available to be issued. During the period subsequent to December 31, 2019 the Company made
distributions to the Member of $1,500,000. There are no other subsequent events which require
disclosure in the notes to the financial statements.
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