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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

 
Board of Directors 
PHX Financial, Inc. 
 
Opinion on the Financial Statement 
We have audited the accompanying statement of financial condition of PHX Financial, Inc. (the “Company”) as of 
December 31, 2020, and the related notes (collectively referred to as the financial statement). In our opinion, the 
statement of financial condition presents fairly, in all material respects, the financial position of the Company as of 
December 31, 2020 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 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 statement is free of material 
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of 
material misstatement of the 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. 

         
   
We have served as the Company’s auditor since 2016.  
Abington, Pennsylvania 
March 30, 2021              
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PHX Financial, Inc. dba Phoenix Financial Services 
Statement of Financial Condition 

December 31, 2020 
 
 
 

Assets

Cash 429,743$            
Receivable from clearing organization 885,031              
Deposit with clearing organization 100,000              
Securities owned, at market value 28,831                
Other receivables 195,355              
Prepaid expenses 98,331                
Operating lease right-of-use assets 259,666              
Furniture and equipment, net 10,263                
Deposits 17,287                

Total Assets 2,024,507$         

Liabilities and Stockholder's Equity

Liabilities
Commissions payable 794,673$            
Accrued expenses and other liabilities 212,381              
Operating lease liabilities 270,893              
Deferred tax liability 111,506              
PPP loan 139,405              
Subordinated loan interest payable 40,000                
Liabilities subordinated to claims of general creditors 150,000

Total Liabilities 1,718,858           

Commitments and Contingencies

Stockholder's equity
Common Stock, par value of $0.001; 10,000,000 shares authorized, 
100 shares issued and outstanding 1                         
Additional paid-in capital 627,009              
Retained earnings (321,361)             

                  Total Stockholder's equity 305,649              

                                     Total Liabilities and Stockholder's Equity 2,024,507$         
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December 31, 2020 
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NOTE 1. NATURE OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES 
 

Nature of the Business 
PHX Financial, Inc. dba Phoenix Financial Services (the Company) is a Florida Corporation registered as a 
broker dealer with the Securities and Exchange Commission (SEC) and a member of the Financial Industry 
Regulatory Authority, Inc. (FINRA). The Company is a wholly owned subsidiary of Phoenix Financial 
Consolidated Holdings, LP (Parent). 

 
The Company executes principal and agency transactions in listed and over-the-counter securities and 
engages in investment banking activity. All customer transactions are cleared on a fully disclosed basis 
through an independent clearing firm. The Company claims exemption from the requirements of SEC Rule 
15c3-3 under Section (k)(2)(ii) of the rule, and consequently does not carry securities accounts for customers 
nor does it perform custodial functions related to their securities. The Company also engages in other private 
placement activities for which they are considered a “noncovered Firm” as they do not handle customer assets 
and therefore do not maintain a special account for the exclusive benefit of customers. The Company does 
not handle cash or securities on behalf of customers. 
 

Basis of Presentation 
The accompanying financial statements have been prepared in accordance with accounting principles 
generally accepted in the United States of America. 

 
Estimates and Uncertainties 

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 and 
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts 
of revenues and expenses during the reporting period. Actual results, as determined at a later date, could 
differ from those estimates. 
 

Deposit with Clearing Agent 
The Company, per the terms of its clearing agreement, is required to maintain a restricted security deposit 
with its clearing broker. Such deposit amounts are refundable to the Company upon termination of the 
agreement. 
 

Income Taxes 
The Company is subject to U.S. federal and state income taxes. The Company utilizes an asset and liability 
approach to account for income taxes. The asset and liability approach requires recognition of deferred tax 
assets and liabilities for expected future tax consequences of temporary differences between the carrying 
amounts and tax basis of assets and liabilities.   
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Notes to the Financial Statement 

December 31, 2020 
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NOTE 1. NATURE OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (CONTINUED) 

 
Revenue Recognition 

All revenues are recorded in accordance with ASC 606, which is recognized when: (i) a contract with a client 
has been identified, (ii) the performance obligation(s) in the contract have been identified, (iii) the transaction 
price has been determined, (iv) the transaction price has been allocated to each performance obligation in the 
contract, and (v) the Company has satisfied the applicable performance obligation over time.  
 
The Company’s revenues from contracts with customers are recognized when the performance obligations 
are satisfied at an amount that reflects the consideration expected to be received in exchange for such services. 
The majority of the Company’s performance obligations are satisfied at a point in time and are typically 
collected from customers by debiting their brokerage account with the Company. The Company believes that 
the performance obligation is satisfied on the trade date because that is when the underlying financial 
instrument or purchase is identified, the pricing is agreed upon and the risks and rewards of ownership have 
been transferred to/from the customer. 

 
Commission income is earned by providing trade facilitation, execution, clearance and settlement, custody, 
and trade administration services to customers. Acting as an agent, commission income is generated by the 
trade execution from the Company's clients' purchases and sales of securities, either on exchanges or over-
the-counter, through the purchases of various investment products such as mutual funds, fixed income, 
options and commodity transactions.  In return for such services, the broker dealer charges a 
commission.  Revenues recognized under commission income consist of one performance obligation which 
is satisfied on trade date. Trade execution performance obligation is satisfied at a point in time. 

 

Corporate finance and placement agent fees are earned from revenue arising from securities offerings in 
which the Company acts as a selling group member. Revenue is recognized on the trade date (the date on 
which the Company purchases the securities from the issuer) for the portion the Company is contracted to 
buy. The Company believes that the trade date is the appropriate point in time to recognize revenue for 
securities underwriting transactions as there are no significant actions which the Company needs to take 
subsequent to this date. 

Insurance based fees are earned from revenue arising from the sale of insurance products in which the 
Company acts as an agent. Revenue is recognized on the trade date (the date of the contract terms). The 
Company believes that the trade date is the appropriate point in time to recognize revenue for insurance based 
transactions as there are no significant actions which the Company needs to take subsequent to this date. 
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NOTE 1. NATURE OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES (CONTINUED) 

 
Fair Value of Financial Instruments 
 

The fair values of cash, receivables, accounts payable and accrued expenses and other short-term obligations 
approximate their carrying values because of the short maturity of these financial instruments.   
In accordance with FASB ASC 825-10-50, "Disclosure About Fair Value of Financial Instruments," rates 
available to the Company at the balance sheet date are used to estimate the fair value of existing balance 
sheet amounts. 

 
Limitations 
 

Fair value estimates are made at a specific point in time, based on relevant market information and 
information about the financial statement. These estimates are subjective in nature and involve uncertainties 
and matters of significant judgment and therefore cannot be determined with precision.  Changes in 
assumptions could significantly affect the estimates. 

 

Receivable from Clearing Broker 
 
In accordance with ASC 326, the Company’s receivables from clearing organizations include amounts 
receivable from unsettled trades, including amounts related to futures and options on futures contracts 
executed on behalf of customers, amounts receivable for securities failed to deliver, accrued interest 
receivables and cash deposits. A portion of the Company’s trades and contracts are cleared through a clearing 
organization and settled daily between the clearing organization and the Company. Because of this daily 
settlement, the amount of unsettled credit exposures is limited to the amount owed the Company for a very 
short period of time. The Company continually reviews the credit quality of its counterparties. Based on the 
Company’s evaluation, the Company does not believe that the adoption of ASC 320-20 has or will have a 
material impact on its financial position and results of operations. 
 

Valuation of Investments in Securities and Securities at Fair Value - Definition and Hierarchy 
 
In accordance with GAAP, fair value is defined as the price that would be received to sell an asset or paid to 
transfer a liability (i.e., the “exit price”) in an orderly transaction between market participants at the 
measurement date. 
 
In determining fair value, the Company uses various valuation approaches.  In accordance with GAAP, a fair 
value hierarchy for inputs is used in measuring fair value that maximizes the use of observable inputs and 
minimizes the use of unobservable inputs by requiring that the most observable inputs be used when 
available.  Observable inputs are those that market participants would use in pricing the asset or liability 
based on market data obtained from sources independent of the Company.  Unobservable inputs reflect the 
Company’s assumptions about the inputs market participants would use in pricing the asset or liability 
developed based on the best information available in the circumstances.  The fair value hierarchy is 
categorized into three levels based on the inputs as follows: 
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NOTE 1. NATURE OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES (CONTINUED) 
 

Valuation of Investments in Securities and Securities at Fair Value - Definition and Hierarchy (continued) 
 

Level 1 - Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities 
that the Company has the ability to access.  Valuation adjustments and block discounts are not applied 
to Level 1 securities.  Since valuations are based on quoted prices that are readily and regularly available 
in an active market, valuation of these securities does not entail a significant degree of judgment. 

 
Level 2 - Valuations based on quoted prices in markets that are not active or for which all significant 
inputs are observable, either directly or indirectly. 

 
Level 3 - Valuations based on inputs that are unobservable and significant to the overall fair value 
measurement. 

 
The availability of valuation techniques and observable inputs can vary from security to security and is 
affected by a wide variety of factors including, the type of security, whether the security is new and not yet 
established in the marketplace, and other characteristics particular to the transaction.  To the extent that 
valuation is based on models or inputs that are less observable or unobservable in the market, the 
determination of fair value requires more judgment.  Those estimated values do not necessarily represent the 
amounts that may be ultimately realized due to the occurrence of future circumstances that cannot be 
reasonably determined.   

 
Because of the inherent uncertainty of valuation, those estimated values may be materially higher or lower 
than the values that would have been used had a ready market for the securities existed.  Accordingly, the 
degree of judgment exercised by the Company in determining fair value is greatest for securities categorized 
in Level 3. In certain cases, the inputs used to measure fair value may fall into different levels of the fair 
value hierarchy.  In such cases, for disclosure purposes, the level in the fair value hierarchy within which the 
fair value measurement in its entirety falls, is determined based on the lowest level input that is significant 
to the fair value measurement. 
   
Fair value is a market-based measure considered from the perspective of a market participant rather than an 
entity-specific measure.  Therefore, even when market assumptions are not readily available, the Company’s 
own assumptions are set to reflect those that market participants would use in pricing the asset or liability at 
the measurement date.  The Company uses prices and inputs that are current as of the measurement date, 
including periods of market dislocation. In periods of market dislocation, the observability of prices and 
inputs may be reduced for many securities. This condition could cause a security to be reclassified to a lower 
level within the fair value hierarchy. 
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NOTE 1. NATURE OF THE BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING 

POLICIES (CONTINUED) 
 

Securities Owned, at Fair Value 
 
Securities owned consist of one equity valued at market.  
 

 
 

 
 Leases 
 
Effective January 1, 2019, the Company adopted Accounting Standards Codification 842, Leases 
(“ASC842”). The Company determines if an arrangement contains a lease at inception based on whether or 
not the Company has the right to control the asset during the control period and other facts and circumstances. 
The Company evaluates the classification of leases as operating or finance at inception. Leases that meet one 
or more of the following criteria will be classified as finance leases: 
 
• The Company can acquire the leased asset at the end of the lease term for a below-market price. 
• The ownership of the leased asset is transferred to the Company at the end of the lease period. 
• The duration of the lease encompasses at least 75% of the useful life of the leased assets. 
• The present value of the minimum lease payments under the lease represent at least 90% of  
   the fair value of the leased asset. 
 
The Company has determined that all leases under which they are the lessee to be operating leases. The 
Company is the lessee in a lease contract when they obtain the right to control the asset. Operating lease 
right-of-use ("ROU") assets represent the Company’s right to use an underlying asset for the lease term, and 
lease liabilities represent the Company’s obligation to make lease payments arising from the lease, both  
of which are recognized based on the present value of the future minimum lease payments over the lease 
term at the commencement date. The Company determines the lease term by assuming the exercise of renewal 
options that are reasonably certain. As most of the Company’s leases do not provide an implicit interest rate, 
the Company uses the Prime Rate from the Federal Reserve Bank as a guide for financing over the period of 
the lease based on the information available at the commencement date in determining the present value of 
future payments. 
 
Leases with a lease term of 12 months or less at inception are not recorded on the Company’s balance sheets 
and are expensed on a straight-line basis over the lease term in the Company’s statements of operations. 

 
 

Active Markets 
for Indentical 

Assets (Level 1)

Other 
Observable 

Inputs (Level 2)

Significant 
Unobservable 

Inputs (Level 3)

Balance as of 
December 

31,2020

Assets (at fair value)

Investments in securities

Equity 28,831$               -$                     -$                     28,831$               

Total investments in securities 28,831$               -$                     -$                     28,831$               



PHX Financial, Inc. dba Phoenix Financial Services 
Notes to the Financial Statement 

December 31, 2020 
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NOTE 2. CONCENTRATIONS OF BUSINESS AND CREDIT RISK 

At times throughout the year, the Company may maintain certain bank accounts in excess of FDIC insured 
limits.  It has not experienced any losses on such amounts. 

NOTE 3. RECEIVABLE FROM / DUE TO CLEARING AGENT 

In March 2017 the Company entered into a clearing agreement with Axos Clearing, LLC. The Company 
clears all security transactions through its clearing agent, Axos Clearing, LLC. Amounts earned are 
reconciled monthly and paid in the subsequent month. As a result, the Company considers the amounts due 
from its clearing agent to be fully collectible, and accordingly, no allowance for doubtful accounts has been 
established.  

NOTE 4.           OTHER RECEIVABLES 

Included in other receivables are loans receivable, other amounts due from registered representatives. The 
loans receivable are amounts advanced to employees as incentives.  The unsecured loans are non-interest 
bearing and generally have a three-year term. The loans are forgiven once the employees have met their 
length of service obligations. If an employee fails to meet the requirement and is terminated, management 
evaluates the likelihood of collectability. Once management deems the receivable uncollectable, the 
balance is written off. As of December 31, 2020, there were no outstanding balances of the loans 
receivable. 

Other amounts due from registered representatives are advances made on commissions and chargebacks 
for regulatory fees and other items. Amounts due from registered representatives as of December 31, 2020 
were $832,870. Management has implemented an allowance against broker advances based on length 
of time outstanding and productivity of the registered representative. As of December 31, 2020, the 
allowance for broker advances was $637,515.  

The balance of other receivables at December 31, 2020 consists of: 

NOTE 5. INCOME TAXES 

The Company accounts for income taxes under FASB ASC 740, “Income Taxes”. Under FASB ASC 740, 
deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences 
between the financial statement carrying amounts of existing assets and liabilities and their respective tax 
bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable 
income in the years in which those temporary differences are expected to be recovered or settled. Under  

Broker advances, net of allowance 195,355$    

195,355$  
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NOTE 5. INCOME TAXES (CONTINUED) 
 
FASB ASC 740, the effect on deferred tax assets and liabilities of a change in tax rates is recognized in 
income in the period that includes the enactment date.  

 
The tax years 2017 to 2019 remain open to examination by the Internal Revenue Service, the State of New 
York, the City of New York and the State of Florida. The Company files its tax returns on the cash basis 
method of accounting. Under the cash basis method, revenues are recognized when received rather than 
earned, and costs are recognized when cash is disbursed rather than when the obligation is incurred. 

 
The tax effects of temporary differences that give rise to significant portions of deferred tax assets and 
liabilities at December 31, 2020 are as follows: 
 

 

 
                                                                                                                   

NOTE 6.             FURNITURE AND EQUIPMENT 
 

Furniture and equipment at December 31, 2020 consisted of the following:  
                                     

                                                               
 
 

Based on their estimated useful life, furniture and equipment is calculated over 5 years and 3 years, 
respectively.  
 

 
 

Deferred tax assets:
    Net operating loss carryforwards (33,387)$            
     Total gross deferred tax assets (33,387)              

Deferred tax liabilities:
Accrual to cash tax adjustments (78,119)              
Net deferred tax liabilities: (111,506)$          
  
Income tax benefit (provision) for the year ended December 31, 2020
consisted of the following:

Deferred taxes expense -$                       

Income tax provision -$                       

Furniture and equipment 70,866     
Less: Accumulated depreciation (60,603)    

10,263$   
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NOTE 7. NET CAPITAL REQUIREMENTS 
 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15c3-1 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. At December 31, 2020 the Company had net capital of 
$284,987 which was $217,102 in excess of its required net capital. The Company's net capital ratio was 3.57 
to 1. 

 
 
NOTE 8. RELATED PARTY TRANSACTIONS 
 

The Company occupies office space on a month-to-month basis through leased premises of the Parent.  
 
 
NOTE 9. COMMITMENTS & CONTINGENCIES 

 
During the normal course of operations, the Company, from time to time, may be involved in lawsuits, 
arbitration, claims, and other legal or regulatory proceedings.  The Company does not believe that these 
matters will have a material adverse effect on the Company's financial position, results of operations, or cash 
flows. 
 
During 2018, the Company entered into a sublease agreement for office space in Hauppauge, New York 
which expires in February 2023. During 2019, the Company entered into lease agreement for a copier which 
expires in 2022.   
 
For the year ended December 31, 2020, the Company has operating lease right-of-use assets and operating- 
lease liabilities amounted to $259,666 and $278,893, respectively in the accompanying statement of financial 
condition. 

 
In March 2020, the outbreak of COVID-19 (coronavirus) caused by a novel strain of the coronavirus was 
recognized as a pandemic by the World Health Organization, and the outbreak has become increasingly 
widespread in the United States and abroad, including in each of the areas in which the Company operates. 
The Company has continued its operations throughout the coronavirus pandemic and management expects 
business operations to continue as is for the foreseeable future. The extent to which the COVID-19 
(coronavirus) outbreak has impacted our operations has not been significant and the Company expects this 
to remain the case. 

 
 
NOTE 10.          LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL CREDITORS 
 

On September 12, 2017, the Company entered into a FINRA approved subordinated loan agreement in the 
amount of $150,000 with Axos Clearing, LLC.  The loan has a five-year term and bears interest at 8% per 
annum.  As of December 31, 2020, the balance of the subordinated loan was $190,000 which includes accrued 
interest of $40,000.  The subordinated loan and interest are used in computing net capital.  
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NOTE 11.   SUBSEQUENT EVENTS 
 

These financial statements were approved by management and available for issuance on March 30, 2021.  
Management has evaluated subsequent events through this date and determined there were no items to 
disclose.   

 
NOTE 12.  PAYROLL PROTECTION PROGRAM 
 

In response to the COVID-19 pandemic, the Payment Protection Program (“PPP”) was established under the 
Coronavirus Aid, Relief and Economic Security Act (“CARES Act”). Companies that met the eligibility 
requirements set forth by the PPP may qualify for PPP loans. If the loan proceeds are fully utilized to pay 
qualified expenses over a covered period, the full principal amount of the PPP loan, along with any accrued 
interest, may qualify for loan forgiveness in whole or in part. 

  
In May 2020, the Company received a Payroll Protection loan authorized by the Coronavirus Aid, Relief and 
Economic Security (“CARES”) in the amount of $139,405 bearing an interest rate of 1% per annum reflected 
on the statement of financial condition. As of December 31, 2020, the loan remains outstanding. The Payroll 
Protection loan is used in computing net capital. 
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