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OATH OR AFFIRMATION

1, Damon B Joyner , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

American Portfolios Financial Services Inc. , as
of February 26 ., 2021 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proﬁrietary interest in any account

classified solely as that of a customer, except as follows:

vf’—‘\

LS ——

Signature

CFO

Title

. | MARY ANN ROSO '
Wdng Uag Phdddias= o e S o
Cow. No. 01R06203870
otary Public Qualilied in Suffolk County .

Commission Expires April 13, 209'

This report ** contains (check all applicable boxes):
(a) Facing Page.
/] (b) Statement of Financial Condition.
z (¢) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).
7| (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.
v] (g) 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.
1 (j) 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.

D (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

[[] (m) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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

Report of Independent Registered Public Accounting Firm

To the Stockholder and Those Charged With Governance of
American Portfolios Financial Services, inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of American Portfolios Financial
Services, Inc. (the Company) as of December 31, 2020, and the related statements of operations, 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 December 31, 2020, 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 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 supplemental information included on page 14 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. § 240.17a5. In our opinion, the supplemental information is fairly stated, in all material
respects, in relation to the financial statements as a whole.

Lufor. Tlly U5, L27

We have served as the Company's auditor since 2001.

New York, New York
February 26, 2021

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly Intemational Ltd., the members of which are
separate and independent legal entities. © 2020 Baker Tilly US, LLP
1



American Portfolios Financial Services, Inc.

Statement of Financial Condition
December 31, 2020

Assets

Cash

Deposits with clearing organizations

Receivables from broker-dealers and clearing organizations
Notes receivable from independent representatives
Miscellaneous receivables

Prepaid insurance and other

Furniture, equipment and leasehold improvements at cost,
less accumulated depreciation of $31,990

Due from affiliate

Licenses |

Deferred tax asset

Goodwill

Contract acquisition costs, net

Liabilities and Stockholder's Equity

Liabilities:
Accounts payable and accrued expenses
Deposits from independent representatives
Commissions payable
Due to affiliate

Commitments and Contingencies

Stockholder's Equity:
Common stock; no par value;1,500 shares authorized,
100 shares issued and outstanding, stated at cost

Additional paid-in capital
Retained earnings

See Independent Auditors' report and accompanying notes.

$ 8,999,684
260,047
6,860,718
69,426
633,888
964,933

2,077,328
100,000
541,479

3,503,272

3,608,402

$ 27,619,177

$ 1,995,147
705,412
6,936,633
114,737

9,751,929

3,825,000
4,494,096
9,548,152

17,867,248

$§ 27,619,177




American Portfolios Financial Services, Inc.

Revenue

Commission revenue

Statement of Operations
Year Ended December 31, 2020

Marketing and service fee income

Interest and dividends

Expenses
Advertising and marketing
Commissions
Conferences and meetings
Continuing education
Data processing and reporting
Dues and subscriptions
Exchange and clearance fees

Insurance
Interest
Licensing and registration fees

Meals, entertainment and travel
Overhead reimbursement
Payroll taxes

Penalties

Retirement plan

Salaries

Selling

Transition

Loss before (Benefit) Provision for Income Taxes

(Benefit) Provision for Income Taxes

Current income tax expense
Deferred income tax benefit

Net Loss

See Independent Auditors' report and accompanying notes.

$ 106,235,993
7,803,354
52,348

114,091,695

280,045
93,200,719
123,506
22,220
607,938
207,593
5,149,837

590,799
29,436
464,736

2,325
3,441,917
503,644
555,111
300,882
8,408,099
63,186
1,235,362

115,187,355

(1,095,660)

17,545
(256,211)

(238,666)

$ (856,994)




American Portfolios Financial Services, Inc.
Statement of Changes in Stockholder's Equity
Year Ended December 31, 2020

Additional .
Common Stock Paid-in Retained
Shares Amount Capital Earnings
Balance January 1, 2020 100 $ 3,825,000 $§ 4,414,482 § 10,405,146
Noncash compensation - - 79,614 -
Net loss - - - (856,994)
Balance December 31, 2020 100 $ 3,825,000 $§ 4494006 $ 9,548,152

See Independent Auditors' report and accompanying notes. 4



American Portfolios Financial Services, Inc.
Statement of Cash Flows
Year Ended December 31, 2020

Cash flows from operating activities:
Net loss $

(856,994)

Adjustments to reconcile net loss to net cash used in

operating activities:
Deferred income tax benefit (256,211)
Amortization of contract acquisition costs 951,088
Concessions for notes receivable from independent
representatives 11,786
Noncash compensation 79,614
Changes in operating assets and liabilities:
(Increase) decrease in operating assets:
Receivables from broker-dealers and clearing organizations 45,775
Miscellaneous receivables (204,118)
Prepaid insurance and other 34,417
Due from affiliate (191,275)
Increase (decrease) in-operating labilities:
Accounts payable and accrued expenses 814,452
Deferred revenue 5,146
Commissions payable 795,592
Due to affiliate _(1,253,183)
___ 833,083
Net cash used in operating activities (23,911)
Cash flows from investing activities:
Advances on notes receivable (25,450)
Collections on notes receivable 80,932
Payments for contract acquisition costs (1,138,450)

Net cash used in investing activities (1,082,968)
Net decrease in cash (1,106,879)
Cash, beginning of year ‘ 10,106,563
Cash, end of year $ 8,999,684

See Independent Auditors' report and accompanying notes.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

1. Summary of Significant Accounting Policies

Nature of business - American Portfolios Financial Services, Inc. ("APFS” or the "Company") acquired an
existing broker-dealer on May 1, 2001 and commenced operations on October 1, 2001 after attaining
licensure and registration changes for the Company and its network of independent representatives. APEFS's
primary source of revenue is providing brokerage services to its customers, who are predominately small
and middle-market businesses and individuals. These services are marketed by independent representatives
located in various states. The Company’s headquarters are located in Holbrook, New York.

Use of estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from these estimates.

Basis of presentation - APFS is a wholly-owned subsidiary of American Portfolios Holdings, Inc. ("APH").
The financial statements reflect APFS's business activities.

Cash equivalents - The Company has defined cash equivalents as highly liquid investments, with original
maturities of less than 90 days that are not held for sale in the ordinary course of business.

Income taxes - Deferred tax assets and liabilities are determined based on the difference between the
financial statement and tax basis of assets and liabilities as measured by the enacted tax rates which will be
in effect when these differences reverse.

It is the Company's policy to provide for uncertain tax positions and the related interest and penalties based
upon management's assessment of whether a tax benefit is more-likely-than-not to be sustained upon
examination by taxing authorities. As of December 31, 2020, the Company does not believe it has any
uncertain tax positions that would require either recognition or disclosure in the accompanying financial
statements. To the extent that the Company prevails in matters for which a liability for an unrecognized tax
benefit is established or is required to pay amounts in excess of the liability, the Company's effective tax
rate in a given financial statement period may be affected. It is the Company’s policy to recognize interest
and penalties related to taxes as interest expense. During the year ended December 31, 2020, the Company
did not record any interest or penalties related to income taxes.

Licenses - Licenses represent the value of certain broker-dealer licenses acquired through acquisition. These
licenses are not subject to amortization, and are tested for impairment at least annually.

Goodwill and intangible assets - The Company tests goodwill for impairment at least annually. The
Company completed its annual impairment test during the third quarter of 2020. The Company performed a
qualitative assessment of events and circumstances to determine if it was necessary to perform the
quantitative goodwill impairment test. Based on the qualitative assessment, it was determined that it is not
more likely than not that the fair value of the reporting unit is less than its carrying amount, including
goodwill. As a result, the Company did not perform the quantitative goodwill impairment test and no
impairment loss has been recorded for the year ended December 31, 2020.

Advertising - The Company charges advertising costs to expense as incurred. Advertising costs
approximated $280,000 for the year ended December 31, 2020.

Transition - Transition expense includes the costs incurred to induce new independent representatives to
become affiliated with the Company. It also includes the administrative costs incurred in transitioning the
existing business of newly affiliated independent representatives to the Company’s platform.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

2.

Revenue from Contracts with Customers

Performance Obligations - Revenue from contracts with customers is recognized when, or as, the Company
satisfies its performance obligations by transferring promised goods or services to customers. A good or
service is transferred to a customer when, or as, the customer obtains control of that good or service. A
performance obligation may be satisfied over time or at a point in time. Revenue from a performance
obligation satisfied at a point in time is recognized at the point in time that the Company determines the
customer obtains control over the promised good or service. The amount of revenue recognized reflects the
consideration to which the Company expects to be entitled in exchange for those promised goods or
services.

The following provides detailed information on the recognition of the Company's revenue from contracts
with customers:

Broker Dealer Commissions - The Company earns commissions by executing client transactions in
stocks, mutual funds, variable annuities and other financial products and services. Commission revenue
is recognized on the trade date when the performance obligation is satisfied. The Company believes that
the performance obligation is satisfied on the trade date because that is when the underlying financial
instrument or purchaser is identified, the pricing is agreed upon and the risks and rewards of ownership
have been transferred to/from the customer.

The:Company enters into arrangements with 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 fulfilled 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.

Service Fees - Service fees principally include amounts charged to independent representatives for
processing of securities trades and for providing technology, administrative and compliance services.
The revenue is recognized as it is earned, evenly throughout the year. Also, the Company earns fees
from their “FDIC” insured cash sweep program, in which clients' cash deposits in their brokerage
accounts are swept into interest-bearing deposit accounts at various third-party banks.

Marketing Income - Mutual fund companies, insurance companies, and the Company’s clearing firm
provide marketing support to the Company. This revenue is recognized throughout the year as the
marketing events occur and is used to offset expenses relating to the Company’s regional, leaders, and
national conferences attended by the Company’s independent representatives.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

Disaggregation of Revenue - In the following table, revenue for the year ended December 31, 2020 is
disaggregated by service line:

Revenue
Broker dealer commissions $ 106,235,993
Service fees 5,825,169
Marketing 1,978,185

$ 114,039,347

Contract Balances - The Company charges the independent representatives a service fee for errors and
omissions insurance as well as an annual affiliation fee. The revenue is recognized evenly throughout the
year. As of December 31, 2020 all revenue has been earned and there were no contract assets or liabilities
related to these charges.

Costs to Obtain a Contract with a Customer - The Company capitalizes the incremental costs of obtaining
a contract with a customer (independent representative) if the costs (1) relate directly to an existing contract
or anticipated contract, (2) generate or enhance resources that will be used to satisfy performance
obligations in the future, and (3) are expected to be recovered. These costs are included in contract
acquisition costs, net in the statement of financial condition and will be amortized over the estimated
customer relationship period.

" “Thé Company uses an amortization method-that is consistent with the pattern of transfer of goods or -~ -

services to its customers. Any costs that are not incremental costs of obtaining a contract with a customer,
such as costs of onboarding, training and support of independent representatives, would not qualify for
capitalization.

An additional cost to obtain an independent representative may include forgivable loans. Forgivable loans
take many forms, but they are differentiated by the fact that at inception the loan is intended to be forgiven
over time by the Company. The loans are given as an inducement fo aftract independent representatives to
become affiliated with the Company. The Company may offer new independent representatives a forgivable
loan as part of his/her affiliation offer letter. These amounts are paid upfront and are capitalized, then
amortized over the expected useful lives of the independent representative’s relationship period with the
Company. In the event that the Company’s relationship with the independent representative is terminated,
any portion of the forgivable loan that has not been forgiven under the terms of the agreement, shall become
the financial responsibility of the representative and is converted to a note receivable from. the
representative.

The balance of contract acquisition costs, net, was approximately $3,608,000 as of December 31, 2020.
Amortization on these contract acquisition costs was approximately $951,000 during the year ended
December 31, 2020. Amortization of the contract acquisition costs is reported as transition expense on the
statement of operations.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

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

Amounts receivable from and payable to broker-dealer and clearing organizations at December 31, 2020

consist of the following:

Receivable Payable
Deposits with Clearing Organizations $ 260,047 $ -
Fees and Commissions Receivable/Payable ‘ 6,860,718 6,936,633

$ 7,120,765 § 6,936,633

The Company clears its customer transactions through an unrelated clearing broker-dealer on a full
disclosure basis. The arrangement requires the Company to maintain a $250,000 minimum deposit, which is
in a non-interest bearing account with the clearing broker. The clearing agent offsets its fees, on a monthly
basis, against the Company's commissions. The amount payable to the clearing broker relates to the
aforementioned transactions.

APFS is a clearing member of National Securities Clearing Corporation ("NSCC"). The primary purpose for
this arrangement is the Company's participation in NSCC's commission settlement program. The Company
receives daily information downloads, and together with information provided from their clearing broker,
prepares detailed commission statements for their independent registered representatives. The Company
was required to deposit $10,000 in an interest-bearing account with NSCC.

4. Nofeé Receivable from Independent Representatives

In certain situations, the Company advances funds to associated independent representatives. As of
December 31, 2020, the balance of notes receivable from independent representatives was $69,426. The
notes receivable balance is comprised of unsecured, interest bearing loans with interest rates ranging from
1.5% to 4%. Should the independent representatives’ association with APFS terminate, the unamortized
advance is due on demand.

The Company periodically assesses the recoverability of the remaining balances and records a reserve, if
required. A provision for uncollectible amounts is included in transition expense in the statement of
operations. As of December 31, 2020, management determined that a provision for uncollectible amounts
was not required.

5. Commissions Payable and Independent Representative Transactions

The Company conducts business through a network of independent representatives who receive
commissions for their services according to the Company's agreed-upon commission schedule. As of
December 31, 2020, the Company owed its independent representatives approximately $6,937,000.

In addition, the Company charges the independent representatives maintenance fees for access to certain
computer information and customer support services. Fees charged for the year ended December 31, 2020
amounted to $5,937,000, of which $5,132,000 is reported within marketing and service fee income and the
remaining $805,000 is netted against the corresponding expense accounts as these amounts reflect expense
reimbursements received from the independent representatives.



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

6.

Concentration of Credit Risk

The Company is engaged in various brokerage activities in which customer transactions are cleared through
unrelated clearing broker-dealers. In the event that these parties do not fulfill their obligations, the Company
may be exposed to risk, inclusive of disrupted operations. If the clearing brokers should cease doing
business, the Company’s receivable from the clearing brokers could be subject to forfeiture. The Company
has no major dependence on any one broker-dealer as alternative services and products are readily available.
If a relationship were to terminate, the disruption in business activity would be similar to any other business.
To reduce this risk, the Company periodically monitors these functions.

The Company's revenue is dependent upon economic and market conditions. The Company is vulnerable to
risk if economic and market conditions weaken.

The Company is also dependent, to a degree, upon its top ten registered representatives who were
responsible for approximately 12% of the Company's commission revenue for the year ended December 31,
2020.

The Company places its cash investments with high credit quality financial institutions. At times, the
Company's cash deposits with any one financial institution may exceed the amount insured by the Federal
Deposit Insurance Corporation ("FDIC"). At December 31, 2020, the excess was approximately $8,050,000.

Related Party Transactions

The Company and its parent maintain an office overhead arrangement by consclidating all of the expenses
under one monthly reimbursement amount which is determined based on a calculation of the Company's
overhead. Reimbursed expenses include, but are not limited to, office and equipment rental, utilities,
administrative salaries, and general office expenses. This reimbursement percentage is reviewed on a
quarterly basis to determine its adequacy in reimbursing expenses at the appropriate level. The amount
reimbursable to the parent company for the year ended December 31, 2020 was approximately $13,421,000,
of which $3,442,000 is reported in overhead reimbursement and the remaining $9,979,000 is reported within
advertising, data processing, insurance, salaries, payroll taxes, and retirement plan expense.

The Company incurred expenses for data processing, dues and subscriptions and licensing costs on behalf of
an affiliated entity. In 2020, the Company received approximately $262,000 from the affiliate as
reimbursement for these expenses. The reimbursements are netted against the applicable expense accounts.

The Company made payments for contract acquisition costs on behalf of an affiliate. The total payments
made in 2020 were approximately $862,000 and is netted with amount due from affiliate on the statement of

financial condition.

The Company’s parent maintains three Employee Incentive Stock Option Plans, which provides for the
granting of incentive and nonqualified plan stock options to key management, employees and non-
employees of the Company to purchase shares of the parent’s common stock. The Company records
compensation expense related to its proportional share of the options issued under the plans. The
Company’s total compensation expense related to these options was approximately $80,000 for the year
ended December 31, 2020.

10



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

8. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule (SEC Rule
15¢3-1), and the Commodity Futures Trading Commission’s minimal financial requirements (Regulation
1.17) 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. In addition, these rules also provide
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10to 1.

At December 31, 2020, the Company had net capital of $5,841,083, which was $5,190,954 in excess of its
required net capital of $650,129. The Company's aggregate indebtedness to net capital ratio was 1.67 to 1.

9. Income Taxes

The Company files a consolidated federal and a combined New York State tax return with its parent and
records its share of the consolidated federal and New York State tax expense on a separate return basis. The
Company's federal and New York State tax liability at December 31, 2020 is approximately $29,000 and is
netted with the amount due to affiliate on the statement of financial condition. This liability represents the
approximate amount due to the Company's parent for tax payments made on APFS’s behalf, as well as for
the benefit of the losses generated by the parent and other consolidated entities. In addition, APFS is
required to file returns in the majority of states in the United States of America.

The current and deferred portions of the income tax expense included in the statement of operations are
approximatefy as follows: '

Current Deferred Total
Federal $ 10,000 $ (220,000) $ (210,000)
New York State 19,000 ( 26,000) ( 17,000)
Other States (12,000) ( 10,000) ( 22,000)
$ 17,000 $ (256,000) § (239,000)

The provision for income taxes shown on the statement of operations differs from the amount that would
result from applying statutory tax rates to the net income before provision for income taxes primarily
because of nondeductible expenses and certain states tax on gross revenue instead of net income.

The Company’s federal and state income tax returns are subject to possible examination by the taxing

authorities until the expiration of the related statute of limitations of those tax returns. In general, the tax
returns have a three-year statute of limitations. The Company has filed tax returns through 2019.

11



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

18.

1L

As of December 31, 2020 the components of the Company’s deferred tax assets and liabilities were:

Components
Deferred tax assets:
Net operating loss carryover $ 425576
Legal contingencies 90,214
Accrued incentives 8,148
Charitable contributions 38,159
Total deferred tax assets 562,097
Deferred tax liabilities:
Amortization of contract acquisition costs (20,618)
Total deferred tax liabilities (20,618)
Net deferred tax assets $ 541,479

No valuation allowance has been provided against the deferred tax asset.

The Company had a federal net operating loss carryover of approximately $1,090,000 as of December 31,
2020. Under the CARES Act, the net operating loss can be carried back five years and carried forward
indefinitely.

-Common Stock

The Company is authorized to issue up to 1,500 shares of no par value common stock. On December 31,
2020, 100 shares were issued and outstanding, which represent a 100% ownership by APH.

Contingencies

In the normal course of business, the Company is involved in disputes related to its independent
representatives and their clients. Each claim is evaluated on an individual basis with respect to the
likelihood of loss and the estimated dollar amount of that loss. The Company, with advice from its legal
counsel, has determined its probable liability for these matters to be approximately $332,000 as of
December 31, 2020. This amount has been included with accounts payable and accrued expenses in the
statement of financial condition.

In 2020, the Company and its affiliated entity, American Portfolios Advisors, Inc. (“APA”), became subject
to an SEC examination. The matter was resolved through an offer and settlement, resulting in a penalty of
approximately $653,000. This amount has been included with accounts payable and accrued expenses in the
statement of financial condition. The Company has expensed approximately $555,000 of the total penalty
and the remaining $98,000 has been reimbursed by APA. The funds have been segregated into an escrow
account and are reported as cash on the statement of financial condition.

12



AMERICAN PORTFOLIOS
FINANCIAL SERVICES, INC.

Notes to Financial Statements

Year Ended December 31, 2020

12.

13,

Certain conditions may exist which may result in a loss to the Company, but which will only be resolved
when one or more fiture events occur or fail to occur. In the normal course of business, the Company may
indemnify certain service providers against specified potential losses in connection with their acting as an
agent of, or provided services to the Company. The Company’s management and its legal counsel assess
such contingent liabilities, and such assessment inherently involves an exercise of judgment, in which in
some cases cannot be estimated. If the assessment of a contingency indicates that it is probable that a
material loss has been incurred and the amount of the liability can be estimated, the estimated liability
would be accrued in the Company’s financial statements. If the assessment indicates that a potentially
material loss contingency is not probable but is reasonably possible, or is probable but cannot be estimated,
the nature of the contingent liability, together with an estimate of the range of possible loss if determinable
and material, would be disclosed. There were no associated contingent liabilities at December 31, 2020.

Coronavirus (“COVID-19”) Pandemic

The worldwide COVID-19 pandemic and related government-imposed and other measures intended to
control the spread of the disease, including restrictions on travel and the conduct of business, such as stay-
at-home orders, quarantines, travel bans, border closings, business closures and other similar measures, have
had a significant impact on global economic conditions and have negatively impacted certain aspects of the
Company’s business and results of operations, and may continue to do so in the future. Although certain

. economic conditions showed signs of improvement toward the end of fiscal 2020, the impact of the

COVID-19 pandemic may affect the Company’s future performance.
Supplemental Information - Statement of Cash Flows
Cash paid for interest during the year ended December 31, 2020 was $29,436.

Cash paid for income taxes during the year ended December 31, 2020 was $52,105.

Noncash Investing and Financing Activities

Contract acquisition costs converted to notes
receivable from independent representatives $ 12,079
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American Portfolios Financial Services, Inc.
Supplementary Information ~ Pursuant to Rule 17A-35
of the Securities Exchange Act of 1934
December 31, 2020

Schedule 1 - Computation of Net Capital Pursuant to Rule 15¢3-1:

Net Capital

Total stockholder's equity

Non-allowable assets:
Receivables from broker dealers and clearing organizations
Notes receivable from independent representatives
Miscellaneous receivables
Prepaid insurance and other
Receivables from affiliate
Licenses
Deferred tax asset
Goodwill
Contract acquisition costs, net

527,437
69,426
633,888
964,933
2,077,328
100,000
541,479
3,503,272
3,608,402

$

17,867,248

(12,026,165)

Net Capital before Haircuts on Securities Positions (Tentative Net Capital)

Haircuts on Securities
Net Capital

Aggregate Indebtedness:

Ttems included in statement of financial condition:
Accounts payable and accrued expenses
Commissions payable
Due to affiliate
Due to independent representatives

Total Aggregated Indebtedness

Computation of Basic Net Capital Requirement:
Minimum net capital required (greater of $250,000 or
6 2/3% of aggregate indebteduess)
Excess Net Capital

Ratio: Aggregate indebtedness to net capital

All other reports required under SEC Rule 15¢-3 are not applicable to the Company.

Reconciliation with Computation included in Part II of Form X-17a-5, as of December 31, 2020.

Variances between this computation of net capital under Paragraph F of Rule 15¢3-1
and the registrant's computation filed with Part II, Form X-172-5 are not material
in amount. Accordingly, no reconciliation is deemed necessary.

See Independent Auditors' report and accompanying notes.

5,841,083

5,841,083

1,995,147 -

6,936,633
114,737
705,412

9,751,929

650,129

5,190,954

1.67to01

14



@ bakertilly

Independent Registered Public Accounting Firm's Report
on Internal Control Required by CFTC Regulation 1.16

To the Stockholder and Those Charged With Governance of
American Portfolios Financial Services, Inc.

In planning and performing our audit of the financial statements of American Portfolios Financial Services, inc.
(the Company) as of and for the year ended December 31, 2020, in accordance with the standards of the
Public Company Accounting Oversight Board (United States), we considered the Company's internal control
over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company's internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a
study of the practices and procedures followed by the Company, including consideration of control activities
for safeguarding securities. This study included tests of compliance with such practices and procedures that
we considered relevant to the objectives stated in Rule 17a-5(g), in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and the reserve required by Rule 15¢c3-3(e).

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System. )

In addition, as required by Regulation 1.16 of the Commedity Futures Trading Commission (CFTC), we have
made a study of the practices and procedures followed by the Company, including consideration of control
activities for safeguarding customer and firm assets. This study included tests of such practices and .
procedures that we considered relevant to the objectives stated in Regulation 1.16, in making the following:

1. The periodic computations of minimum financial requirements pursuant to Regulation 1.17.

The management of the Company is responsible for establishing and maintaining internal control and the
practices and procedures referred to in the preceding paragraphs. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of controls and of
the practices and procedures referred to in the preceding paragraphs and to assess whether those practices
and procedures can be expected to achieve the SEC's and the CFTC's above-mentioned objectives.

Two of the objectives of internal control and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are executed in
accordance with management's authorization and recorded properly to permit preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) and Regulation
1.16(d)(2) list additional objectives of the practices and procedures listed in the preceding paragraphs.

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the globai network of Baker Tilly International Ltd., the members of which are
separate and independent legal entities. © 2020 Baker Tilly US, LLP

15



Because of inherent limitations in internal control and the practices.and procedures referred to previously,
error or fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is
subject to the risk that they may become inadequate because of changes in conditions or that the
effectiveness of their design and operation may deteriorate.

A deficiency in internal controf exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a deficiency, or combination of deficiencies, in internal control
over financial reporting that is less severe than a material weakness, yet important enough to merit attention
by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in intemal control, such that there is a
reasonable possibility that a material misstatement of the Company's financial statements will not be
prevented or detected and corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the first, second and third
paragraphs, and would not necessarily identify all deficiencies in internal control that might be material
weaknesses. We did not identify any deficiencies in internal control and control activities for safeguarding
securities and certain regulated commodity customer and firm assets that we consider to be material
weaknesses, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second and
third paragraphs of this report are considered by the SEC and CFTC to be adequate for their purposes in
accordance with the Securities Exchange Act of 1934, the Commodity Exchange Act, and related regulations,
and that practices and procedures that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our study, we believe that the
Company's practices and procedures, as described in the second and third paragraphs of this report, were
adequate at December 31, 2020 to meet the SEC's and CFTC's objectives. . .

This report is intended solely for the information and use of management, the SEC, the CFTC, and other
regulatory agencies that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 or Regulation 1.16

of the CFTC or both in their regulation of registered broker-dealers and futures commission merchants, and is
not intended to be and should not be used by anyone other than these specified parties.

5,(/,@1,, ’//J% 05} LLF

New York, New York
February 26, 2021
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@ pakertilly

Report of Independent Registered Public Accounting Firm
on Applying Agreed-Upon Procedures

To the Stockholder of
American Portfolios Financial Services, Inc.
Holbrook, New York

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act of 1934
and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which are enumerated below,
and were agreed to by American Portfolios Financial Services, Inc. (the Company) and the SIPC, solely to
assist you and the SIPC in evaluating the Company's compliance with the applicable instructions of the
General Assessment Reconciliation (Form SIPC-7) for the year ended December 31, 2020. Management of
the Company is responsible for its Form SIPC-7 and for its compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with the standards of the Public
Company Accounting Oversight Board (United States) and in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of these procedures is
solely the responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below either for the purpose for which this report has
been requested or for any other purpose.

The procedures we p'erformed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement
records entries noting no differences;

2. Compared the Total Revenue amounts reported on the Annual Audited Report Form X-17A-5 Part Il
for the year ended December 31, 2020, with the Total Revenue amounts reported in Form SIPC-7 for
the year ended December 31, 2020 noting no differences; '

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers
noting no differences;

4. Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments noting no differences; and

5. Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7
on which it was originally computed noting no differences.

We were not engaged to, and did not conduct an examination or a review, the objective of which would be the
expression of an opinion or conclusion, respectively, on the Company's compliance with the applicable
instructions of the Form SIPC-7 for the year ended December 31, 2020. Accordingly, we do not express such
an opinion or conclusion. Had we performed additional procedures, other matters might have come to our
attention that would have been reporied to you.

This report is intended solely for the information and use of the specified parties and the SIPC and is not
intended to be and should not be used by anyone other than these specified parties.

Bufr. Tibly US, L2.7

February 26, 2021

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly International Ltd., the members of which are
separate and independent legal entities. © 2020 Baker Tilly US, LLP

17



AMERICAN PORTFOLIOS

FINANCIAL SERVICES, INC.
Holbrook, New York
EXEMPTION REPORT
Including Report of independent Registered
Public Accounting Firm

As of and for the Year Ended December 31, 2020



@ bakertilly

Report of Independent Registered Public Accounting Firm

To the Stockholder of
American Portfolios Financial Services, Inc.
Holbrook, New York

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

(1) American Portfolios Financial Services, Inc. identified the following provision of 17 C.F.R. § 15¢3-3(k)
under which American Portfolios Financial Services, Inc. claimed an exemption from 17 C.F.R. § 240.15¢3-3:
(2)(i) and (2)(ii) (the exemption provisions) and (2) American Portfolios Financial Services, Inc. stated that
American Portfolios Financial Services, Inc. met the identified exemption provisions throughout the year
ended December 31, 2020 without exception. Ametrican Portfolios Financial Services, Inc. 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 American Portfolios Financial Services, 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 conditions set
forth in paragraphs (k)(2)(i) and (k)(2)(ii) of Rule 15¢3-3 under the Securities Exchange Act of 1834.

g,‘,éyf// 0‘5]‘4&7’

New York, New York
February 26, 2021

Baker Tilly US, LLP, trading as Baker Tilly, is a member of the global network of Baker Tilly International Ltd., the members of which are
separate and independent legal entities. © 2020 Baker Tilly US, LLP
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February 26, 2021

Securities and Exchange Committee
100 F Street, NE
Washington, DC 20549

To whom it may concern:

American Portfolios Financial Services Inc. claims exemption from SEA Rule 15¢3-3 section (k)
paragraph 2(i) and 2(ii) for the period January 1, 2020 through December 31, 2020. Paragraph 2 states
“The provisions of this rule shall not be applicable to a broker or dealer who carries no margin accounts,
promptly transmits all customer funds and delivers all securities received in connection with its activities
as a broker or dealer,.does not otherwise hold funds .or securities for,.or owe money.or securities to,
customers and effectuates all securities transactions between the broker or dealer and its customers
through one or more bank accounts, each to be designated as “Special Account for the Exclusive Benefit
of Customers of American Portfolios Financial Services, Inc.” To our best knowledge and belief, we did
not identify any exceptions to this exemption during this period.

Regards,

Damon B. Joyner
American Portfolios Financial Services inc.
CFO

American Portfolios Financial Services, Inc. 4250 Veterans Memorial Hwy, Suite 420E t: 631.439.4600
Member: FINRA, SIPC Holbrook, NY 11741 f: 631.439.4698



SECURITIES INVESTOR PROTECTION CORPORATION

- P.O. Box 92185 Washington, D.C. 20090-2185 -
SIPC 7 202-371-8300 SIPC 7
(36-REV 12/18) General Assessment Reconciliation (36-REV 12/18)

For the fiscal year ended 12/31 /2020

(Read carefully the instructions in your Working Copy before completmg this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:
|37085 EFINRA DEC Note: If any of the information shown on the
mailing fabel requires correction, please e-mail
. . . . . any corrections to form@sipc.org and so
American Portfolios Financial Services Inc. indicate on the form filed.
4250 Veterans Memorial Hwy - Ste 420E
Name and telephone number of person to
Holbrook NY 11741-4020 contact respecting this form.
] | A. Antunovich 631439-4600
2. A. General Assessment (item 2e from page 2) $ 18,543
B. Less payment made with SIPC-6 filed (exclude interest) { 97584
7/29/2020
Date Paid
C. Less prior overpayment applied . ( -
D. Assessment balance due or (overpayment) 85959
E. Interest computed on late payment (see instruction E) for______days at 20% per annum "
F. Total assessment balance and interest due (or overpayment carried forward) $ 8’959
G. PAYMENT: W the box
Check mailed to P.0. Box[ | Funds Wired[¥] AcCH [:] 8950,
Total {must be same as F above)
H. Overpayment carried forward $( 0 )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):
n/a

WORKING COPY

~—

The SIPC member submitting this form and the
person by whom it is executed represent thereby American Portfolios Financial Services Inc

that all information contained herein is true, correct

Name of Corporation, Partnership or other organization
and complete. ( P p 9 )

o —

{Authorized Signature)
Dated the 28 day ofJanuary , 20 21 . FINOP

(Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

£ Dates:

= Postmarked Received Reviewed

(5 %)

E Calculations . Documentation Forward Copy
m .

¢ Exceptions:

o

en Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT

Amounts for the fiscal period
beginning 01/01/2020

and ending 12/31/2020
Eliminate cents

Iltem No.
2a. Total revenue (FOCUS Line 12/Part IIA Line 8, Code 4030} $ 114,091,695

2b. Additions:
(1) Total revenues from the securities business of subsidiaries {except foreign subsidiaries) and

predecessors not included above.

(2) Net loss from principal transactions in securities in trading accounts.

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net

profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts.

Total additions

2¢. Deductions:

(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered ta registered investment companies or insurance company separate
accounts, and from transactions in security futures products. 90’6207388

{2) Revenues from commodity transactions.

(3) Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions. 5,620,156

(4) Reimbursements for postage in connection with proxy solicitation.

(5) Net gain from securities in investment accounts.

(6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
(ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue
related to the securities business (revenue defined by Section 16(9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See instruction C):

EO, Affiliatiom, RR Fees, MMkt, Mktg, Alt-Unreg 5,428,643

(Deductions in excess of $100,000 require documentation)

(9) (i) Total interest and dividend expense (FOCUS Line 22/PART IIA Line 13,
Code 4075 plus line 2b{4) above) but not in excess .
of total interest and dividend income. $ 29’436

(ii) 40% of margin interest earned on customers securities
accounts (40% of FOCUS line 5, Code 3960). $ 607696

Enter the greater of line (i) or (i) 60,696

Total deductions 101 ,729,883

2d. SIPG Net Operating Revenues 12,361 ,81 2
18,543

2e. General Assessment @ .0015 $

(to page 1, ling 2.A.)



