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BURR PILGER MAYER

REPORT OF INDEPENDENT REGISTERED PuBLIc AccoUNTING FIRM

To the Members of

Burrill Merchant Advisors Group LLC
dba Burrill LLC

Report on the Financial Statement

We have audited the accompanying statement of financial condition of Burrill Merchant Advisors Group LLC
dba Burrill LLC the Company as of December 31 2012 that are filed pursuant to rule 17a-5 under the

Securities Exchange Act of 1934 and the related notes to the financial statement

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in accordance

with accounting principles generally accepted in the United States of America this includes the design

implementation and maintenance of internal control relevant to the preparation and fair presentation
of the

financial statement that is free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to
express an opinion on this financial statement 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 statement

is free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statement The procedures selected depend on the auditors judgment including
the assessment of the

risks of material misstatement of the financial statement whether due to fraud or error In making those risk

assessments the auditors consider internal control relevant to the Companys preparation and fair presentation

of the financial statement in order to design audit procedures that are appropriate in the circumstances but not

for the purpose of expressing an opinion on the effectiveness of the Companys internal control Accordingly

we express no such opinion An audit also includes
evaluating

the
appropriateness

of accounting policies used

and the reasonableness of significant accounting estimates made by management as well as evaluating the overall

presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our audit

opinion

Opinion

In our opinion the financial statement referred to above
present fairly in all material

respects
the financial

position of Burrill Merchant Advisors Group LLC dba Burrill LLC as of December 31 2012 in conformity

with accounting principles generally accepted in the United States of America

ACCOUNTANTS CONSULTANTS



Other Matter

As discussed in Note of the financial statement the Company has had numerous significant transactions with

businesses affiliated with the Company

Walnut Creek California

February 22 2013



BURRILL MERCHANT ADVISORS GROUP LLC
DBA BURRILL LLC

STATEMENT OF FINANcIAi CONDITION

December 31 2012

ASSETS

Cash and cash equivalents 266911

Restricted cash deposit 100000

Accounts receivable 249069

Investment securities 442227

Derivative instruments 304079

Prepaid expenses 17590

Total assets 1379876

LIAI3ILITIEs AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses 42446

Related party payable 28277

Deferred revenue 29169

Total liabilities 99892

Members equity

Member contributions 420500

Member distributions 5743475

Accumulated earnings 6602959

Total members equity 1279984

Total liabilities and members equity 1379876

The accompanying notes arc an integral

part of these financial statements



BURRILL MERCHANT ADVISORS GROUP LLC
DBA BURRILL LLC

NOTES TO FINANCIAL STATEMENT

December 31 2012

Organization and Nature of Business

Burrill Merchant Advisors Group LLC dba Burrill LLC the Company or BMAG was formed as

limited liability company duly organized under the laws of the State of Delaware on February 2006 and

commenced operations on August 17 2006 Effective January 18 2013 Burrill Merchant Advisor Group

LLC dba Burrill LLC changed its name to Burrill Securities LLC with the State of Delaware The

Company is registered broker-dealer 100% owned by Burrill Company Burrill that provides

investment-banking services consisting of merger and acquisition advisory services arranging corporate

financing for retainer and success fee sales of operating businesses corporate financial and strategic

advisory services and restructuring advisory services for private and public companies in the life science

industry In December 2010 the Company obtained trading
license from FINRA and began an

institutional trading operation whereby commissions are earned on customer trades The Company does

not take possession
of any client funds and all trades are cleared through an independent clearing broker

Effective in July of 2012 the Company received research report
and coverage license from FINRA and

initiated research coverage on various companies shortly thereafter The Companys principal office is

located in San Francisco California and in 2012 the Company also opened an office in New York The

Company became registered member of the National Association of Securities Dealers Inc now known

as Financial Industry Regulatory Authority FINRA on August 17 2006

Summary of Significant Accounting Policies

Cash and Cash Equivalents

For purposes of reporting cash flows cash and cash equivalents include cash held at the bank and in

money market funds Cash and cash equivalents are maintained at one major financial institution in the

United States Deposits held with banks may from time to time exceed the amount of insurance

provided on such deposits

Restricted Cash Deposit

Effective November 2012 the Company entered into fully
disclosed

clearing agreement with Wedbush

Securities Inc Wedbush The agreement requires the Company to deposit $100000 in an account

maintained by Wedbush Prior to November 2012 the Company was in
fully

disclosed clearing

agreement with Penson Financial Services Inc Penson that required deposit of $250000

Accounts Receivable

The Company uses the allowance method to account for uncollectible accounts receivable which is

determined based on historical collection experience and review of the current status of the accounts

receivable After all
attempts

to collect receivable have failed the receivable is written off against
the

allowance At December 31 2012 there was no allowance for uncollectible accounts receivable

Continued



BURRILL MERCHANT ADVISORS GROUP LLC
DBA BURRILL LLC

NOTES TO FINANCIAL STATEMENT

December 31 2012

Summary of Significant Accounting Policies continued

Fair Value ofFinancial Instruments

The Companys financial instruments are cash and cash equivalents accounts receivable investment

securities derivative instruments accounts payable and accrued liabilities The fair value of financial

instruments which are required to be measured on recurring basis cash held in money market funds

investment securities and derivative instruments are summarized in Note The recorded values of the

other financial instruments at December 31 2012 approximate their fair values based on their short

term nature

In vestment Securities

The Company determines the appropriate classification of its investment securities at the time of

purchase and reevaluates such determinations on each balance sheet date Investment securities that are

obtained and held principally for the purpose of selling them in the near term are classified as trading

securities and are reported at fair value with unrealized gains and losses recognized in earnings The fair

value of all securities is determined by quoted market prices At December 31 2012 all investment

securities consist of common stock and are classified as trading and are valued at $442227 During 2012

the Company recognized unrealized losses totaling $276055 associated with such securities

Derivative Instruments

Derivative instruments are composed of three warrants held in public companies Warrant A-210600

shares expiring in 2015 Warrant B-400000 shares expiring in 2016 and Warrant C-360000 shares

expiring
in 2017 and one warrant Warrant D-80000 shares

expiring
in 2020 for

private company
The warrants were received as compensation and were valued based using the Black-Sholes pricing

model considering the warrant price the fair market value of the stock at the time of warrant issuance

the life of the warrant stock volatility risk free rate of return and life of the warrant At December 31

2012 the estimated fair value of all four warrants is $304079 In accordance with accounting standards

for derivative instruments and hedging activities the derivatives are reported at fair market value with

unrealized
gains

and losses included in the Statement of Income During 2012 the Company recognized

success fee income of $141736 related to the receipt of two public company warrants and unrealized

gains of $110222 associated with the change in fair value of all derivatives

Revenue Recognition and Deferred Revenue

Transaction success and service fees are recorded as revenue in the period in which milestones are

achieved and the related services are performed in accordance with the applicable agreements Cash

received in advance of when the service is performed is treated as deferred revenue

Income Taxes

Limited liability companies do not incur income taxes except for an $800 minimum tax and
gross

receipts fee paid by the LLC to the state of California that annually cannot exceed $11790 All such

minimum taxes and gross receipts fees are included in
operating expenses

Continued



BuR1ULL MERCHANT ADVISORS GRouP LLC
DBA BURRILL LLC

NOTES TO FINANCIAL STATEMENT

December 31 2012

Summary of Significant Accounting Policies continued

Use ofEstitnates

The preparation of financial statement 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 assets and liabilities at the date of the financial statement and the reported amount

of revenue and expenses during the reporting period Actual results could differ from those estimates

Fair Value Accounting

We use fair-value approach to value certain assets and liabilities Fair value is the price that would be

received to sell an asset or paid to transfer liability in an orderly transaction between market participants

at the measurement date As such fair value is market-based measurement that should be determined

based on assumptions that market participants would use in pricing an asset or liability We use fair value

hierarchy which distinguishes between assumptions based on market data observable inputs and an

entitys own assumptions unobservable inputs The hierarchy consists of three levels

Level 1Quoted market prices
in active markets for identical assets

Level2Observable market based inputs or unobservable inputs
that are corroborated by market data

Level 3Unobservable inputs that are not corroborated by market data

Assets Level Level Level Total

Cash equivalentsmoney market 266911 266911

Investment securitiescommon stock 442227 442227

Derivative instrumentswarrants 274079 30000 304079

Total 709138 274079 30000 $1013217

During 2012 there was no change in the value of Level assets The valuation techniques used to value

the derivative instruments warrants did not change in 2012 and is described in Note above

The Company holds positions in two equity securities with one position acquired during 2012

approximating $400000 in value at December 31 2012 This security was under trading restriction until

October 2012 The businesses of the two underlying securities focus on the Life Science Industry with the

Companys largest investment focusing on stem cell therapies

Related Party Transactions

The Companys revenue is generated from agreements assigned from Burrill to the Company or negotiated

with assistance from Burrill

Continued



BURRILL MERCHANT ADVISORS GROUP LLC
DBA BURRILL LLC

NOTES TO FINANCIAL STATEMENT

December 31 2012

Related Party Transactions continued

Effective July 25 2006 BMAG entered into one year management agreement with Burrill Capital

Management Inc BCMI an entity owned by Burrill The management agreement shall be extended for

successive one year periods unless cancelled BCMI charges the Company for its estimated share of

salaries related benefits payroll taxes rent utilities local telephone equipment furniture and fixtures

postage and general office expenses needed for the Company to operate
its business For 2012 such

charges approximated l5% of the above mentioned BCMIs expenses and totaled $427215 For financial

statement reporting purposes the expenses allocated from BCMI have retained their natural classification

As of December 31 2012 $28277 was due to BCMI for such expenses BMAG does not have any

employees but rather relies on the services provided by BCMI and Burrill employees

Regulatory Requirements

The Company as registered broker/dealer is subject to the Uniform Net Capital Rule rule 15c3-1

pursuant to the Securities Exchange Act of 1934 administered by the Securities and Exchange

Commission and the FINRA which requires the maintenance of minimum net capital

Under this rule the Company is required to maintain minimum net capital equivalent to the
greater

of

$100000 or 6.67% of
aggregate indebtedness as defined

At December 31 2012 the Company had net capital of $633429 which was $533429 in excess of

required net capital and the ratio of
aggregate

indebtedness to net capital was .16 to

Subsequent Events

In accordance with ASC 855 Subsequent Events the Company evaluated subsequent events for

recognition and disclosure through February 22 2013 the date which this fmancial statement was available

to be issued Management concluded that no material subsequent events have occurred since

December 31 2012 that required recognition or disclosure in such financial statement
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BURR PILGER MAYER

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON INTERNAL CONTROL

REQUIRED UNDER RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

To the Members of

Burrill Merchant Advisors Group LLC
dba Burrill LLC

In planning and performing our audit of the financial statement of Burrill Merchant Advisors Group LLC dba

Burrill LLC the Company as of December 31 2012 in accordance with auditing standards generally accepted in

the United States of America we considered the Companys internal control over financial reporting internal

control as basis for designing our auditing procedures for the purpose of expressing our opinion on the

financial statement but not for the purpose of expressing an opinion on the effectiveness of the.Companys

internal control Accordingly we do not express an opinion on the effectiveness of the Companys internal

control

Also as required by rule l7a-5gl of the Securities and Exchange Commission SEC we have made 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 l7a-Sg in making the periodic computations of
aggregate

indebtedness or

aggregate debits and net capital under rule 17a-3a11 and for determining compliance with the exemptive

provisions of rule 15c3-3 Because the Company does not carry
securities accounts for customers or perform

custodial functions relating to customer securities we did not review the practices and procedures followed by

the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the recordation

of differences required by rule 17a-13

Complying with the requirements for prompt payment for securities under Section of Federal Reserve

Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing
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 requited 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 SECs 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 managements authorization and recorded

properly to permit the preparation of financial statement in conformity with generally accepted accounting

principles Rule 17a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph

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

ACCOUNTANTS CONSULTANTS



To the Members of

Burrill Merchant Advisors Group LLC
dba BurrillLLC

Page

deficiency in internal control exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis significant deficiency is deficiency or combination of deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statement will not be prevented or

detected and corrected on timely
basis

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

to be material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph

of this
report are considered by the SEC to be adequate for its purposes in accordance with the Securities

Exchange Act of 1934 and related regulations and that
practices

and procedures that do not accomplish such

objectives in all material
respects

indicate material inadequacy for such purposes Based on this understanding

and on our study we believe that the Companys practices and procedures as described in the second paragraph

of this report were adequate at December 31 2012 to meet the SECs objectives

This
report

is intended solely for the information and use of the Board of Directors management the SEC
Financial Industry Regulatory Authority FINRA and other regulatory agencies that rely on rule 17a-5g 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

Burr Pilger Mayer Inc

Walnut Creek California

February 22 2013
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