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WPS PRIME SERVICES, LLC  

STATEMENT OF FINANCIAL CONDITION  

AS OF DECEMBER 31, 2020 

 
         ASSETS 
 

Assets  

  Cash $    1,096,000 

  Receivables from clearing broker-dealers 3,697,000 

  Lease right-of-use assets 128,000 

  Furniture and equipment, net 22,000  

  Prepaid expenses and other assets   133,000 

Total assets $    5,076,000 

 
 
          LIABILITIES AND MEMBER’S EQUITY 
 

Liabilities  

  Accounts payable and accrued liabilities   $     826,000 

  Lease liabilities 129,000 

  Taxes payable   22,000 

Total liabilities 977,000 

  

Commitments  

  Member’s equity   4,099,000 
Total liabilities and member’s equity $  5,076,000 

 
 
 

Numbers are rounded for presentation purposes. See Notes to Financial Statements. 
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WPS PRIME SERVICES, LLC 
NOTES TO FINANCIAL STATEMENTS 

 
Note 1 – Organization 
 
WPS Prime Services, LLC (the "Company"), a wholly-owned subsidiary of Siebert Financial Corp. (“Siebert” or 
Parent”), is a Delaware limited liability company and its operations consist primarily of trade execution and risk 
management services for customers and is also an introducing broker for the transactions of institutional 
customers.  
 
The Company is a registered broker-dealer with the Securities and Exchange Commission ("SEC") and 
Commodity Futures Trading Commission ("CFTC"), and is a member of the Financial Industry Regulatory 
Authority, Inc. ("FINRA"), National Futures Association ("NFA"), and Securities Investor Protection Corporation 
("SIPC").  
 
As of December 31, 2020, the Company had agreements with two clearing brokers to clear transactions, 
carry customers' accounts on a fully disclosed basis and perform record keeping functions, and 
consequently operates under the exemptive provisions of SEC rule 15c3-3(k)(2)(ii). 
 
Pursuant to the Parent’s agreement with the original owners of the Company, the Company agreed to 
discontinue using the name of Weeden Prime Services, LLC, and filed to change it to WPS Prime Services, 
LLC in May 2020. 
 
The Company’s primary operations are in New York, NY, and all of the Company's revenues for the year ended 
December 31, 2020 was derived from its operations in the U.S. 
 
COVID-19 
 
The challenges posed by the COVID-19 pandemic on the global economy increased significantly starting in the 
first quarter of 2020. COVID-19 has spread across the globe during 2020 and has impacted economic activity 
worldwide. In response to COVID-19, national and local governments around the world have instituted certain 
measures, including travel bans, prohibitions on group events and gatherings, shutdowns of certain businesses, 
curfews, shelter-in-place orders and recommendations to practice social distancing.  
 
The Company has taken significant steps to ensure that its employees and customers are operating in a safe 
environment by implementing measures such as social distancing, sanitizing workstations, temperature checks, 
requiring masks, and alternating staff.  
 
The market volatility related to COVID-19 during 2020 resulted in an increase in the Company’s revenue and 
income before provision for income taxes corresponding to the increase in activity from its institutional customer 
base.  
 
The Company is actively monitoring the impact of COVID-19 on the Company’s business, financial condition, 
liquidity, operations, employees, clients, and business partners. Based on management’s assessment as of 
December 31, 2020, the ultimate impact of COVID-19 on the Company’s business, results of operations, financial 
condition and cash flows is dependent on future developments, including the duration of the pandemic and the 
related length of its impact on the global economy, which are uncertain and cannot be predicted at this time. 
 
Note 2 – Summary of Significant Accounting Policies 
 
Basis of Presentation 
 
The financial statements have been prepared in conformity with accounting principles generally accepted 
in the United States of America ("GAAP"). Numbers are rounded for presentation purposes. 
 
These financial statements were approved by management and available for issuance on February 24, 
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2021. 
 
Subsequent events have been evaluated from the date these statements were approved by management and 
available for issuance. 
 
Use of Estimates 
 
The preparation of financial statements in conformity with GAAP requires the Company's management to 
make estimates and assumptions that affect the amounts disclosed in the financial statements. Actual 
results could differ from those estimates. 
 
Furniture and Equipment, Net 
 
Depreciation for all furniture and equipment is calculated using the straight-line method over the estimated useful 
life of the related assets, generally not exceeding four years. 
 
Revenue Recognition 
 
Revenue Streams 
 
The Company earns commission revenue for executing trades for clients in individual equities, options, fixed 
income securities, as well as other investment products. Commission revenue is recognized at a point in time 
on the trade date when the performance obligation is satisfied. 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 earns interest income from customers shorting positions and is recorded as earned. Margin 
interest is the net interest charged to customers for holding financed positions and is recorded as earned. 
 
Revenue from contracts with customers includes commissions and fees, interest income, margin interest, and 
other income. 
 
For the year ended December 31, 2020, there were no costs capitalized related to obtaining or fulfilling a contract 
with a customer, and thus the Company has no balances for contract assets or contract liabilities.  
 
Soft Dollar Arrangements 
 
The Company has soft dollar and commission sharing arrangements with customers that fall both within, and 
outside of, the safe harbor provisions of Rule 28(e) of the Securities Exchange Act of 1934 ("Rule 28(e)"), as 
amended. Under this program, the Company charges additional dollars on customer trades made with the 
Company and uses these fees to pay market data, research related and other expenses on behalf of clients. 
These soft dollar arrangements were determined to be a separate performance obligation that should be 
allocated a portion of the transaction price. 
 
Research services provided by a broker-dealer may be internally generated or provided by a third party and paid 
directly by the broker-dealer on the customer's behalf. It was determined that the Company is considered an 
agent as it does not control the research services before they are transferred to the customer. Therefore, fees 
received for research services should be recorded net of amounts paid for the soft dollar arrangement.  
 
Amounts relating to all customers with a positive total balance are reflected in the statement of financial 
condition in accounts payable and accrued liabilities. Such amounts represent the estimated third-party 
research services and other services to be provided to all customers from whom the Company has earned 
commissions for execution of brokerage transactions or revenue from direct sales.  
 
The provision for uncollectible commissions is determined under the direct write-off method, which is not 
materially different from the allowance method. As of December 31, 2020, no allowance for uncollectible 
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commissions was necessary as management believes all commissions receivable and prepaid research 
costs will be realized. 
 
The Company has an outstanding receivable and liability of approximately $4,000 and $230,000, respectively, 
in relation to these agreements as of December 31, 2020. 
 
Income Taxes 
 
The results of the Company’s operations are included in the consolidated federal and state income tax return of 
the Parent and the state and local income tax return of the Parent or the Company, as appropriate. Federal 
income taxes are calculated as if the companies filed on a separate return basis, and the amount of current tax 
or benefit calculated is either remitted to or received from the Parent. 
 
The Company accounts for income taxes under the asset and liability method, which requires the recognition of 
deferred tax assets and liabilities for the expected future tax consequences of events that have been included in 
the financial statements. Under this method, the Company determines deferred tax assets and liabilities on the 
basis of the differences between the financial statement and tax bases of assets and liabilities by using enacted 
tax rates in effect for the year in which the differences are expected to reverse. The effect of a change in tax 
rates on deferred tax assets and liabilities is recognized in income in the period that includes the enactment date. 
 
The Company recognizes deferred tax assets to the extent that the Company believes that these assets are 
more likely than not to be realized. In making such a determination, the Company considers all available positive 
and negative evidence, including future reversals of existing taxable temporary differences, projected future 
taxable income, tax-planning strategies, and results of recent operations. If the Company determines that it would 
be able to realize deferred taxes in the future in excess of their net recorded amount, the Company would make 
an adjustment to the deferred tax asset valuation allowance, which would reduce the provision for income taxes. 
 
The Company records uncertain tax positions in accordance with ASC 740 on the basis of a two-step process 
in which (1) the Company determines whether it is more likely than not that the tax positions will be sustained 
on the basis of the technical merits of the position and (2) for those tax positions that meet the more-likely-than-
not recognition threshold, the Company recognizes the largest amount of tax benefit that is more than 50 percent 
likely to be realized upon ultimate settlement with the related tax authority. 
 
The Company recognizes interest and penalties related to unrecognized tax benefits on the provision for income 
taxes line in the statement of operations. Accrued interest and penalties would be included on the related taxes 
payable line in the statement of financial condition.   
 
Recently Issued Accounting Pronouncements 
 
In December 2019, the FASB issued ASU No. 2019-12, “Simplifying the Accounting for Income Taxes.” 
This guidance removes certain exceptions related to the approach for intra-period tax allocation, the 
methodology for calculating income taxes in an interim period, and the recognition of deferred tax liabilities 
for outside basis differences. This guidance also clarifies and simplifies other areas of ASC 740. This 
guidance is effective for fiscal years beginning after December 15, 2020. The guidance in this update has 
various elements, some of which are applied on a prospective basis and others on a retrospective basis 
with earlier application permitted. The Company is currently evaluating the effect of this new standard; 
however, the Company believes there will be no material impact to its financial statements.  
 
Management has evaluated other recently issued accounting pronouncements and does not believe that 
any of these pronouncements will have a significant impact on the Company’s financial statements and 
related disclosures as of December 31, 2020. 
 
Note 3 – Cash 
 
As of December 31, 2020, the Company maintains its cash balances at one financial institution. These balances 
are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to $250,000 per institution. The Company 



8 

is subject to credit risk to the extent that the financial institution with which it conducts business is unable to fulfill 
its contractual obligations and deposits exceed FDIC limits. 
 
Note 4 – Receivables from Broker-Dealers and Clearing Organizations 
 
As of December 31, 2020, the clearing and depository operations for the Company's transactions are 
provided by two clearing brokers. For financial reporting purposes, amounts due to clearing brokers have 
been offset against amounts due from clearing brokers. The total net receivable from clearing brokers as 
of December 31, 2020 was $3,697,000. 
 
The receivables from the clearing brokers are subject to clearance agreements and include clearing 
deposits of $2,000,000 and $1,000,000, as well as the net receivable from the monthly clearing fees.  
 
The Company evaluates receivables from clearing brokers for collectability noting no amount was considered 
uncollectable as of December 31, 2020. No valuation allowance is recognized for receivables from clearing 
brokers as the Company does not have a history of losses from receivables from clearing brokers and does not 
anticipate losses in the future. 
 
Note 5 – Leases 
 
As of December 31, 2020, the Company rents office space under operating leases expiring in 2021, and the 
Company has no financing leases. The leases call for base rent as well as other operating expenses. The 
following table represents the Company’s lease right-of-use assets and lease liabilities on the statement of 
financial condition. The Company elected not to include short-term leases (i.e., leases with initial terms of twelve 
months or less), or equipment leases (deemed immaterial) on the statement of financial condition.  
 
As of December 31, 2020, the Company does not believe that any of the renewal options under the existing 
leases are reasonably certain to be exercised; however, the Company will continue to assess and monitor the 
lease renewal options on an ongoing basis.  
 

 As of 
December 31, 2020 

Assets  

 Lease right-of-use assets $ 128,000 

Liabilities  

 Lease liabilities $ 129,000 

 
The calculated amounts of the lease right-of-use assets and lease liabilities in the table above are impacted by 
the length of the lease term and the discount rate used to present value the minimum lease payments. The 
Company leases some miscellaneous office equipment, but they are immaterial and therefore the Company 
records the costs associated with this office equipment on the statement of operations rather than capitalizing 
them as lease right-of-use assets. The Company determined a discount rate of 5.0% would approximate the 
Company’s cost to obtain financing given its size, growth, and risk profile.  
 

Lease Term and Discount Rate 
As of 

December 31, 2020 

 Weighted average remaining lease term – operating leases (in years) 0.4 
 Weighted average discount rate – operating leases 5.0% 

 
The following table represents lease costs and other lease information. The Company has elected the package 
of practical expedients, and as a result, expired leases and classification of leases per ASC 840 were not 
assessed as of the transition date. In addition, the Company has elected the practical expedient to not separate 
lease and non-lease components, and as such, the variable lease cost primarily represents variable payments 
such as common area maintenance and utilities which are usually determined by the leased square footage in 
proportion to the overall office building. 
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 Year Ended 
December 31, 2020 

 Operating lease cost $     429,000 
 Short-term lease cost — 
 Variable lease cost 21,000 
 Sublease income — 

Total Rent and occupancy $     450,000 

  
Cash paid for amounts included in the measurement of lease liabilities    
 Operating cash flows from operating leases $     430,000 
  
Lease right-of-use assets obtained in exchange for new lease liabilities    
 Operating leases $       16,000 

 
Lease Commitments 
 
Future annual minimum payments for operating leases with initial terms of greater than one year as of December 
31, 2020 were as follows: 
 

Year Amount 

 2021     $  132,000  

Remaining balance of lease payments     132,000  

 Difference between undiscounted cash flows and  
 discounted cash flows 

   3,000  

Lease liabilities $ 129,000  

 
Rent and occupancy expenses were $450,000 for the year ended December 31, 2020. 
 
Note 6 – Furniture and Equipment, Net  
 
Details of furniture and equipment as of December 31, 2020 are as follows: 
 
 
 
 
 
 
 
 
 
 
Note 7 – Net Capital Requirements 
 
The Company is subject to the SEC Uniform Net Capital Rule 15c3-1. This rule requires the maintenance of 
minimum net capital and that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 
15 to 1 and that equity capital may not be withdrawn, or cash dividends paid if the resulting net capital ratio would 
exceed 10 to 1. The Company is also subject to the CFTC's minimum financial requirements which require that 
the Company maintain net capital, as defined, equal to the greater of its requirements under Regulation 1.17 
under the Commodity Exchange Act or Rule 15c3-1.  
 
As of December 31, 2020, the Company’s net capital was approximately $3.9 million which was approximately 
$3.7 million in excess of its minimum requirement of $250,000. 
 
 
 

 As of December 
31, 2020 

  Equipment $   35,000  
  Furniture and fixtures 9,000 

Total Furniture and equipment 44,000  
  Less accumulated depreciation                (22,000) 

Total Furniture and equipment, net             $   22,000  



10 

Note 8 – Off-Balance Sheet Risk 
 
Pursuant to its clearance agreements, the Company introduces all of its securities transactions to clearing 
brokers on a fully disclosed basis. All of the customers' money balances and long and short security 
positions are carried on the books of the clearing brokers. In accordance with the clearance agreements, 
the Company has agreed to indemnify the clearing brokers for losses, if any, which the clearing brokers 
may sustain from carrying securities transactions introduced by the Company. In accordance with industry 
practice and regulatory requirements, the Company and the clearing brokers monitor collateral on customer 
accounts. 
 
In the normal course of business, the Company’s customer activities involve the execution, settlement, and 
financing of the various customer securities transactions. These activities may expose the Company to off-
balance sheet risk in the event the customer or other broker is unable to fulfill its contracted obligation and the 
Company has to purchase or sell the financial instrument underlying the contract at a loss.  
 
Note 9 – Referral Fees 
 
The Company has agreements with various third parties to share commissions and pay fees as defined in the 
respective agreements. These expenses totaled $738,000 for the year ended December 31, 2020, which is 
presented in the line item titled “Referral fees” in the statement of operations. 
 
Note 10 – Concentrations of Credit Risk 
 
The Company is engaged in various trading and brokerage activities whose contra-parties include broker-
dealers, banks, and other financial institutions.   
 
In the event contra-parties do not fulfill their obligations, the Company may sustain a loss if the market value of 
the instrument is different from the contract value of the transaction. The risk of default primarily depends upon 
the credit worthiness of the contra-parties involved in the transactions. It is the Company’s policy to review, as 
necessary, the credit standing of each contra-party with which it conducts business. The Company has 
experienced no material historical losses in relation to its contra-parties for the year ended December 31, 2020.  
 
Note 11 – Related Party Transactions 
 
Kennedy Cabot Acquisition, LLC (“KCA”) is an affiliate of the Company and is under common ownership with 
the Parent. To gain efficiencies and economies of scale with billing and administrative functions, KCA serves as 
a paymaster for the Company for payroll and related functions, the entirety of which KCA passes through to the 
Company proportionally.  
 
KCA sponsors a 401(k)-profit sharing plan which covers substantially all of the Company’s employees. Employee 
contributions to the plan are at the discretion of eligible employees. There were no contributions by the Company 
or KCA to the plan for the year ended December 31, 2020. 
 
The Company may, from time to time, benefit from services performed by management and executives of the 
Parent. The Company’s statement of operations may be different if this relationship did not exist. However, this 
benefit is considered immaterial and accordingly management has not recognized a related expense. 
 
Note 12 – Income Taxes 
 
On March 27, 2020, the Coronavirus Aid, Relief and Economic Security Act (“CARES Act”) was enacted in 
response to the COVID-19 pandemic. Under ASC 740, the effects of changes in tax rates and laws are 
recognized in the period which the new legislation is enacted. The CARES Act made various tax law changes 
including among other things (i) increased the limitation under IRC Section 163(j) for 2019 and 2020 to permit 
additional expensing of interest (ii) enacted a technical correction so that qualified improvement property can be 
immediately expensed under IRC Section 168(k) and (iii) made modifications to the federal net operating loss 
rules including permitting federal net operating losses incurred in 2018, 2019, and 2020 to be carried back to the 
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five preceding taxable years in order to generate a refund of previously paid income taxes and (iv) enhanced 
recoverability of AMT tax credits. The CARES Act did not have a significant impact on the financial statements. 
 
The Company’s provision for income taxes is comprised of the following: 
  

Year Ending 
December 31, 2020 

Current   
  Federal $  245,000   
  State and local 113,000 

Total Current  358,000  

 

Deferred   
  Federal $            — 
  State and local — 

Total Deferred  —  
 

 Total Provision for income taxes $  358,000 

 
 
The Company’s effective tax rate differs from the U.S. federal statutory income tax rate of 21% for the period 
indicated below: 

 
 Year Ending  

December 31, 2020 

  Federal statutory income tax rate $  268,000 
  Permanent differences  4,000 
  State and local taxes, net of federal benefit 130,000 
  Other (44,000) 

Provision for income taxes $  358,000 

 
The Company is not currently under examination by the IRS or any state or local taxing authority for any tax 
year. The open tax years for the federal and state income tax filings is generally 2017 through 2020. 
 
Note 13 – Commitments, Contingencies, and Other 
 
Legal and Regulatory Matters 
 
The Company is party to certain claims, suits and complaints arising in the ordinary course of business. In the 
opinion of the Company, all such matters are without merit, or involve amounts which would not have a significant 
effect on the financial statements. 
 
General Contingencies 
 
In the normal course of its business, the Company indemnifies and guarantees certain service providers against 
specified potential losses in connection with their acting as an agent of, or providing services to, the Company. 
The maximum potential amount of future payments that the Company could be required to make under these 
indemnifications cannot be estimated. However, the Company believes that it is unlikely it will have to make 
material payments under these arrangements and has not recorded any contingent liability in the financial 
statements for these indemnifications. 
 
The Company provides representations and warranties to counterparties in connection with a variety of 
commercial transactions and occasionally indemnifies them against potential losses caused by the breach of 
those representations and warranties. The Company may also provide standard indemnifications to some 
counterparties to protect them in the event additional taxes are owed or payments are withheld, due either to a 
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change in or adverse application of certain tax laws. These indemnifications generally are standard contractual 
terms and are entered into in the normal course of business. The maximum potential amount of future payments 
that the Company could be required to make under these indemnifications cannot be estimated. However, the 
Company believes that it is unlikely it will have to make material payments under these arrangements and has 
not recorded any contingent liability in the financial statements for these indemnifications. 
 
The Company is self-insured with respect to employee health claims. The Company maintains stop-loss 
insurance for certain risks and has a health claim reinsurance limit capped at approximately $50,000 per 
employee. The estimated liability for self-insurance claims is initially recorded in the year in which the event of 
loss occurs and may be subsequently adjusted based upon new information and cost estimates. Reserves for 
losses represent estimates of reported losses and estimates of incurred but not reported losses based on past 
and current experience. Actual claims paid and settled may differ, perhaps significantly, from the provision for 
losses. This adds uncertainty to the estimated reserves for losses. Accordingly, it is at least possible that the 
ultimate settlement of losses may vary significantly from the amounts included in the financial statements. 
 
The Company had an accrual of $10,000 as of December 31, 2020, which represents the historical estimate of 
future claims to be recognized for claims incurred prior to the period.  
 
The Company believes that its present insurance coverage and reserves are sufficient to cover currently 
estimated exposures, but there can be no assurance that the Company will not incur liabilities in excess of 
recorded reserves or in excess of its insurance limits. 
 
As of December 31, 2020, the Company had $826,000 of accrued liabilities consisting primarily of commissions 
to be paid to representatives and other broker-dealers as well as liabilities related to the Company’s soft dollar 
arrangements.  
 
Note 14 – Subsequent Event 
 
The Company has evaluated events that have occurred subsequent to December 31, 2020 and through February 
24, 2021, the date of the filing of this report.  
 
There have been no material subsequent events that have occurred during such period that would require 
disclosure in this report or would be required to be recognized in the financial statements as of December 31, 
2020. 
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