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|
OATH OR AFFIRMATION

1, Thomas A. Carter , kwear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Sendero Securities, LLC , as of

December 31 , 20 08 , are true and correct, 1 fufther swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

NONE

Signature

: %g 7 Title Z/%
LISA KAHN SMITH ;

Notary Public, State of Texas [
i My Commission Expires
G5 february 20, 2011

g

%,

mlulu,
Y ’0"1,‘

'o

s‘

‘.

Notary Public

.)'L

K5

This report** contains (check all applicable boxes): !

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

{(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.

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

(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 Requurements;Under Rule 15¢3-3.

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

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

(I) An Oath or Affirmation. l

(m) A copy of the SIPC Supplemental Report.

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

[ ] (o) Independent auditor’s report on the internal control as required by SEC rule 17a-5.

OO O EEENEEmNEE

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

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT

To the Members
Sendero Securities, LLLC

We have audited the accompanying statement of financial copdition of Sendero Securities, LLC
as of December 31, 2008, and the related statements of income, changes in members’ equity, and
cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes consideration of internal control over fimancial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial siatements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Sendero Securities, LLC as of Deccmber 31, 2008, and the results of its
operations and its cash flows for the year then ended, in conforrmty with accounting principles
generally accepted in the Umted States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained in Schedules I and II is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934.
Such information has been subjected to the auditing procedur'es applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all matenal respects in relation to the

basic financial statements taken as a whole.
W V. P e

PHILLIP V. GEORGE, PLLC

Irving, Texas
January 29, 2009
1
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l
SENDERO SECURITIES, LLC
Statement of Financial Condition
December 31, 2008

|
I
ASSETS |
1 |
Cash and cash equivalents 'E $ 282,611
Commissions receivable l 1,626
Receivables - other ; 60,991
Clearing deposit ' 100,414
TOTAL ASSETS F $ 445,642
i |
LIABILITIES AND MEMBERS' EQUITY ]
Liabilities |
Accounts payable : | $ 2,680
Payable to related party l 125,883
Income taxes payable - state i 1,141
|
Total Liabilities } 129,704
|
Members' Equity { 315,939
| !
TOTAL LIABILITIES AND MEMBERS' EQUITY ! $ 445,643
I
|

See notes to financial statements. 2



SENDERO SECURITIES, LL.C
Statement of Income |
Year Ended December 31, 2(|)08

Revenue
Securities commissions $ 454,346
Investment referral fees : 307,100
Interest income . 2,919
TOTAL REVENUE 764,365

Expenses

|

Office and administrative service fees - related party | 356,321
Clearing and other charges { 278,090
Regulatory fees 10,355
Professional fees 26,422
Other expenses . 15,371
TOTAL OPERATING EXPENSES ? 686,559
Income before provision for income taxes ' 71,806
Current tax expense - state 1,141
NET INCOME r $ 76,665

See notes to financial statements. 3




SENDERO SECURITIES, LLC
Statement of Changes in Members' Equity
Year Ended December 31, 2008

Members' equity, December 31, 2007 ' $ 239,274

Net income i 76,665
|

Members' equity, December 31, 2008 ' $ 315,939

See notes to financial statements. 4



|
SENDERO SECURITIES, LILC
Statement of Cash Flows
Year Ended December 31, 2908

Cash flows from operating activities:
Net income $ 76,665
Adjustments to reconcile net income to
net cash provided by operating activities:
Change in assets and liabilities

Increase in commissions receivable | (1,626)
Increase in clearing deposit (100,414)
Increase in accounts payable 2,680
Increase in payable to related party 125,883
Increase in income taxes payable - state 1,141
Net cash provided by operating activities , 104,329
Net increase in cash f 104,329
Cash at beginning of year : 239,274

CASH AT END OF YEAR $ 343,603

|
!
i
Supplemental Disclosures of Cash Flow Information: .

There was no cash paid during the year for interest or income taxes.

See notes to financial statements. 5



|
SENDERO SECURITES, LLC
'NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE A- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization: Sendero Securities, LLC (the “Company”j is a limited liability company
organized under the laws of the State of Texas. The Company operates as an introducing broker
on a fully disclosed basis and forwards all transactions to its clearing broker. Accordingly, the
Company operates under the exemptive provisions of the Securities and Exchange Commission’s
(SEC) Rule 15¢3-3(k)(2)(ii). Under these exemptive provisions, the Computation for
Determination of Reserve Requirements and Information Relating to the Possession and Control
Requirements are not required. The Company is a member of the Financial Industry Regulatory
Authority (FINRA). The Company’s office is located in San Antonio, Texas and its customers
are located through out the United States of America. The Company issues financial statements
on the accrual method of accounting in accordance with accounting principles generally accepted
in the United States of America. Accounting principals followed by the Company and the
methods of applying those principles which materially affect the determination of financial
position, results of operations and cash flows are summarized blelow: :

Use of Estimates: The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of éssets 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 perlod Actual results could differ from
those estimates.

Revenue Recognition: Securities transactions and commission revenue and the related expenses
are recorded on a trade date basis. The Company also genierates revenues from investment
referrals based on various contracts with investment companies. Revenues are recognized on an
accrual basis and based on terms defined in those agreements. |

|
Cash_and Cash Equivalents: The Company considers all’ highly liquid debt instruments
purchased with less than three month maturities or less to be cash equivalents. However, the
Company owned no debt securities at December 31, 2008. i

Federal Income Taxes: The net income or loss of the Company flows through to its members.
Accordingly, no federal income taxes are included in the accompanymg financial statements.

State Income Taxes: The Texas margin tax is based on the Company’s Texas sourced taxable
margin. The tax is calculated by applying a tax rate to a base that considers both revenues and
expenses, which are the characteristics of an income tax. As a result, the Company recorded
$1,041 in state franchise tax expense for the year ended December 31, 2008.

!

6 !




|
SENDERO SECURITES, LLC

'NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2008 |

NOTE A- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED) |

|
Uncertainty in Income Taxes: In December 2008, the Financial Accounting Standards Board
issued FASB Staff Position (FSP) FIN 48-3, “Effective Date jof FASB Interpretation No. 48 for
Certain Nonpublic Enterprises.” FSP FIN 48-3 permits an entity within its scope to defer the
effective date of FASB Interpretation 48 (Interpretation 48), Accounting for Uncertainty in
Income Taxes, to its annual financial statements for fiscal years beginning after December 15,
2008. The Company has elected to defer the application of Interpretatlon 48 for the year endmg
December 31, 2008. The Company evaluates its uncertain tax positions using the pr0V1510ns of
FASB Statement 5, Accounting Jfor Contingencies. Accordmgly, a loss contingency is recognized
when it is probable that a liability has been incurred as of the date of the financial statements and
the amount of the loss can be reasonably estimated. The amount recognized is subject to estimate
and management judgment with respect to the likely outcome :of each uncertain tax position. The
amount that is ultimately sustained for an individual uncertain tax position or for all uncertain tax
positions in the aggregate could differ from the amount recognized. The Company has no loss
contingency recognized at December 31, 2008. |

|
!
NOTE B - CLEARING BROKER/DEALER |

: I
The Company has an agreement with JP Morgan Clearing Corporation (“JPMCC”) to perform
various securities clearance services. The agreement with .IIPMCC requires the Company to
maintain net capital equal to the greater of the amount required by the SEC net capital rules or
$100,000. . |

NOTE C - NET CAPITAL REQUIREMENTS |

The Company is subject to the SEC’s Uniform Net Capital Rule (rule 15¢3-1) which requires the
maintenance of minimum net capital and requires that that the ratio of indebtedness to net
capital, both as defined, shall not exceed 15 to 1. Rule 15¢31 also provides that equity capital
may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed 10 to
1. At December 31, 2008, the Company had net capital of $250 948, which was $200,948 in
excess of its minimum required net capital of $50,000. Thel. Company’s net capital ratio was
0.52t0 1.

|
!
i
!
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SENDERO SECURITES, LLC
'NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

NOTE D - CONCENTRATION OF RISK
. I

As discussed in Note A, the Company’s customers’ securities transactions are introduced on a
fully disclosed basis with its clearing broker/dealer. The clearing broker/dealer carries all of the
accounts of the customers of the Company and is responsible for execution, collection and
payment of funds, and receipt and delivery of securities relative to customer transactions. Off-
balance-sheet risk exists with respect to these transactions duc to the possibility that customers
may be unable to fulfill their contractual commitments wherein the clearing broker/dealer may
charge any losses it incuis to the Company. The Company seeks to minimize this risk through
procedures designed to monitor the credit worthiness of its customers and that customer
transactions are executed properly by the clearing broker/dealer.

The Company has cash equivalents, commissions receivable, and a clearing deposit held by and
due from JPMCC totaling $253,614, or approximately 57% of its total assets at December 31,
2008.

NOTE E ~ CONCENTRATION OF REVENUE

The two members of the Company generated substantially all of the Company’s revenue for the
year ended December 31, 2008. |

}
NOTE F — RELATED PARTY TRANSACTIONS

The Company has entered into an office and administrative services agreement with Sendero
Wealth Management, LLC (“SWM?”) whereby the Company, pays a monthly fee for the use of
SWM’s employees and administrative resources. The Company and SWM share common
owners and the same physical space, and the existence of that control creates operating results
and financial position significantly different than if the companies were autonomous. During
2008, the Company was billed $356,321 under this agreement, or which $125,883 is payable at

December 31, 2008,
|

NOTE G - COMMENCMENT OF OPERATIONS i

The Company was organized under the laws of the State of Téxas in May of 2007, was approved
for business as a broker dealer in June of 2008, and was accepted as a correspondent by JPMCC
in late July of 2008. Consequently, these financial statements essentially represent business
operations for the period August through December of 2008. |

I




Schedule 1

SENDERO SECURITIES, LLC
Computation of Net Capital and Aggregate Indebtedness
Pursuant to Rule 15¢3-1

December 31, 2008
Total members' equity qualified for net capital $ 315,939
Other deduction !

Excess fidelity bond deductible 4,000
Total Capital | | 311,939
Deductions and/or charges

Non-allowable assets:

Receivables - other 60,991
Total deductions and/or charges | 60,991
Net Capital $ 250,948
Aggregate indebtedness i
Accounts payable $ 2,680
Payable to related party 125,883
Income taxes payable - state ! 1,141
Total aggregate indebtedness b 129,704

Computation of basic net capital requirement
Minimum net capital required (greater of $50,000 or

6 2/3% of aggregate indebtedness) | $ 50,000
Net capital in excess of minimum requirement $ 200,948
Ratio of aggregate indebtedness to net capital | 0.52to0 1




Schedule II
SENDERO SECURITIES, LLC
Reconciliation of the Computation of Net Capital
with that of the Registrant as
Filed in Part IIA of Form X-17a-5

As of December 31, 2008 ;

Net capital as reported by Registrant in Part [IA of Originally Filed Form X-17a-5

as of December 31, 2008 (unaudited) $ 275881
Adjustments made by Registrant prior to filing Amended Form X-17a-5:

Decrease in deposit in transit (19,792)

Increase in income laxes payable - state : (1,141)
Audit Adjustment: 5

Increase in excess fidelity bond deductible i (4,000)

:

Net capital as computed on Schedule 1 $ 250,948

10




PHILLIP V. GEORGE, PLLC

CERTIFIED PUBLIC ACCOUNTANT

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL REQUIRED BY
SEC RULE 17A-5(G)(1)

To the Members
Sendero Securities, LLC

In planning and performing our audit of the financial statements of Sendero Securities, LLC (the
Company), as of and for the year ended December 31, 2008 in accordance with auditing
standards generally accepted in the United States of Amenca 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 effecti?veness 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 such
practices and procedures that we considered relevant to the objectives stated in rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry securities accounts for customers or perform
custodial functions relating to customer securitics, we did not review the practices and
procedures followed by the Company in any of the following:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by rule 17a-13

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

The management of the Company 1s responsible for establishi'ng and maintaining internal control
and the practices and procedures referred to in the preceding paragraph. 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 paragraph and to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the ot;)jectives 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 the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

il
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Because of inherent limitations in internal control and the practices and procedures referred to
above, 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 control deficiency 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 control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combinat:ion of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.
!

Our consideration of internal control was for the limited purpose described in the first and second
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 that we consider 10 be material weaknesses, as defined
above.

We understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the SECito be adequate for its purposes in
accordance with the Secuntles Exchange Act of 1934 and rclated 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 paragraph of this report, were
adequate at December 31, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, Financial Industry Regulatory Authority, and other regulatory agencies that rely on rule
17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified

parties.
Qu; o P
v
PHILLIP V. GEORGE, PLLC

Irving, Texas
January 29, 2009
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