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OATH OR AFFIRMATION

1, Berit Muh, sweat (ot affiem) that, to the best of my knowledge and belief the accompanying financial statement and supporting
schedules pertaining to the firm of Sutter Securities Incorporated, as of June 30, 2016, are true and correct. I further swear (or
affirm) that neither the company nor any partner, proprietor, principal officer or dircctor has any proprietary interest in any
account classified solely as that of a customer, except as follows:

NONE
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Statement of Financial Condition,

Statement of Opcrations.

Statement of Cash Flows.

Statement of Changes in Stockholdets’ Equity or Partnets’ or Sole Proprietor’s
Capital.

Statement of Changes in Liabiliics Subordinated to Claims of Creditots.
Computation of Net Capital.

Computation for Determination of Rescrve Requirements Putsuant to Rule
15¢3-3.

Information Relating to the Possession ot control Requirements Under Rule
15¢3-3.

A Reconciliation, including approptiate explanation, of the Computation of Net
Capital Under Rule 15¢3-1 and the Computation for Determination of the Reserve
Requirement Under Exhibit A of Rule 15¢3-3.

A Reconciliation between the audited and unaudited Statements of Financial
Condidon with respect to methods of consolidation.

An Oath or Affirmation.

A copy of the SIPC Supplemental Report.

Independent Auditor’s Report on Internal Accounting Control.

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




SUTTER SECURITIES INCORPORATED AND SUBSIDIARY

CONTENTS

Page
Report of Independent Registered Public Accounting Firm 1
Consolidated Statement of Financial Condition | 2
Notes to Consolidated Financial Statement 3-9
Supplemental Reports:
Review Report of Independent Registered Public Accounting Firm 10

Management’s Assertion Regarding Compliance with (k)(2)(ii) Exemption 11



. . l, 6N Califrnta Sireet, Sulte 600, San Franclseo, CAO4108
. ‘ ‘ ! Phone 4154215757 Fax 4152886288 Emal bpm@bpmepacom  Web bpmepacum

- rmen g e e U —— e e e e i e s ———

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors of
Sutter Securities Incorporated

We have audited the accompanying consolidated statement of financial condition of Sutter Securities Incorporated
and its subsidiary (the “Company”) as of June 30, 2016. This consolidated financial statement is the responsibility of
the Company’s management. Our responsibility is to express an opinion on this consolidated financial statement
based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Boatd
(United States). Those standards require that we plan and petform the audit to obtain reasonable assurance about
whether the financial statement is free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement. An audit also includes assessing the accounting
ptinciples 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 fot our opinion.

In out opinion, the consolidated financial statement referred to above presents faitly, in all material respects, the

financial position of Sutter Securities Incorporated and its subsidiary as of June 30, 2016, in accordance with
accounting principles generally accepted in the United States of Ametica.

Bun Plgn Hogo Tre.

San Francisco, California
August 29, 2016

ACCOUNTANTS & CONSULTANTS




SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
June 30, 2016

ASSETS

Cash

Restricted cash

Due from clearing brokers and dealers
Accounts receivable

Securities owned, at fair value

Secured demand note receivable
Prepaid expenses and other assets
Deferred tax asset

Prepaid income taxes

Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Accounts payable and accrued expenses
Payable to clearing brokers and dealets

Total liabilities
Liabilities subordinated to claims of general creditors

Stockholders’ equity:
Common stock, no pat value; 200,000 shares authorized;
180,788 shares issued and outstanding
Treasury stock - 25,360 shares
Retained earnings

Total stockholders’ equity

Total liabilities and stockholders’ equity

The accompanying notes are an integral
part of this consolidated financial statement.

2

$ 561,552

100,000
40,505
52,784
35,586

350,000
88,242

299,746

9,226

§ 1,537,641

$ 118,906
28,928

147,834

450,000

432,347
(149,000)

656,460
939,807

$ 1,537,641



SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Organization

Sutter Securities Incorporated (the “Company”), a Califotnia corporation, was incorpotated on July 22, 1992
and commenced operations on December 8, 1992, The Company is a registered broket/ dealet that serves as
underwriter and financial advisor to state and local governments and agencies, specializing in otiginating,
trading, and selling California municipal bonds and other fixed income securities and equities. In addition, the
Company provides investment banking and advisory services to cotpotations and other entities, including
corporate valuations and fairness opinions. In January 2013, the Company received regulatory approval to
operate an Alternative Trading System (“ATS”).

The Company’s main office is located in San Francisco, California. In November 2010, the Company opened
offices in Seattle, Washington and Sweet, Idaho, The Company became a registered membet of the National
Association of Securities Dealers (now known as FINRA, The Financial Industty Regulatory Authority) on
December 7, 1992. The Company is also a member of the Municipal Secutities Rulemaking Board and the
Securities Investor Protection Cotporation.

On July 1, 2003, the Company commenced operations of a wholly-owned subsidiary, Sutter Secutities Group,
Inc. The wholly-owned subsidiary provides valuations and litigation suppott services to corporations and other
entities. The consolidated financial statement includes Sutter Securities Group, Inc. All significant intercompany
balances and transactions ate eliminated in consolidation.

All trades are cleared through other brokers on a fully disclosed basis. In addition to executing fixed income
securities trades as principal, the Company also executes equity trades on an agency basis.

Summary of Significant Accounting Policies

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally
accepted in the United States of America requites management to make estimates and assumptions that affect
the trepotted amounts of assets and liabilities at the date of the consolidated financial statements and the

reported amounts of revenues and expenses duting the teporting period. Actual results could differ from those
estimates and may have an impact on future petiods.

Cash
Cash consists of cash held in checking and savings accounts \
Restricted Cash

The cleating broket requites the Company to have a teserve account of $100,000, which is classified as
restricted cash on the consolidated statement of financial condition.

Due from and Payable to Clearing Brokers and Dealers
The Company cleats customer transactions through other broker dealers on a fully disclosed basis. The

amounts due from and payable to cleating brokers and dealets relate to such transactions for which settlement
has not occurtred as of yeat-end.

Continued
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Summary of Significant Accounting Policies, continued
Accounts Receivable

The Company catrics its accounts receivable at cost less an allowance for doubtful accounts. On 2 periodic
basis, the Company evaluates its accounts receivable and establishes an allowance for doubtful accounts, based
on a history of past write-offs, collections, and current credit conditions. As of June 30, 2016, the Company has
not recorded an allowance for doubtful accounts as all amounts are deemed collectible.

Securities Owned

Secutities owned are stated at fair value. Securities owned consist primarily of municipal bonds and public
stock. The Company uses prices obtained from independent thitd-party pricing services, including recently
executed transactions, market price quotations from market makers, and other dealets, to measure the fair value
of these securities. The Company validates prices received from the pricing services using various methods
including compatison to subsequent sales, similar instruments, and quoted matket prices, where available. The
Cotnpany does not adjust the prices received from the independent third-party pricing service uniess such
prices are inconsistent with authotitative guidance and result in material differences in the recorded amounts.

Fair Value of Financial Instruments

The cattying amounts of the Company’s financial instruments, including cash, restricted cash, due from clearing
broker and dealer, accounts receivable, secured demand note receivable, accounts payable and accrued expenses,
and liabilities subordinated to claims of general cteditors approximate their fair values duc to their short maturities.

Fair Value Measurements

Fair value guidance establishes a three level hietarchy for inputs used in measuring the fair value of a fifiancial
asset ot financial liability. Financial instruments are consideted Level 1 when the valuation can be based on
unadjusted quoted ptices in active matkets for identical assets or liabilities. Level 2 financial instruments are
valued using quoted prices for similar assets or liabilities, quoted prices in markets that are not active, or models
using inputs that arc obsctvable or can be corroborated by observable market data of substantially the full tetm
of the assets ot liabilities. Financial instruments arc considered Level 3 when pricing inputs are unobsetvable
and reflect the Company’s own assumptions about the assumptions market participants would use in pricing

the asset or liability.

Fair value is a market-based measure considered from the petspective of a market participant rather than an
entity-specific measute. 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
petiods of market dislocation. In periods of market dislocation, the obsetvability 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.

Continued
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TOo CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Summary of Significant Accounting Policies, continued
Income Taxes

The Company accounts for income taxes using an asset and liability approach, as presctibed in Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”) 740-10, Income Taoxes -
Overall. Deferred income taxes retlect the net tax effects of temporary differences between the cartying amounts
of assets and liabilities for financial reporting purposes and the amounts used for income tax putposes.
Operating loss and tax ctedit carryforwards are measured by applying currently enacted tax laws. Valuation
allowances are provided when necessaty to reduce net deferred tax assets to an amount that is more likely than
not to be realized.

ASC 740-10 requires that the tax effects of a position be recognized only if it is mote likely than not to be
sustained based solely on its technical metits as of the reporting date in an amount mote likely than not to be
sustained upon review by the tax authorities. The Company considers many factors when evaluating and
estimating its tax positions and tax benefits, which may require petiodic adjustments and which may not
accurately anticipate actual outcomes.

Recent Accounting Pronouncements

In February 2016, the FASB issued Accounting Standatds Update (“ASU”) No. 2016-02, Leases (Topic 842),
which will require for all opetating leases the recognition of a right-of-use asset and a lease liability, in the
statement of financial position. The lease cost will be allocated over the lease tetm on a straight-line basis. This
guidance is effective for annual and interim periods beginning after December 15, 2018. The Company is
currently evaluating the impact this guidance will have on out consolidated financial statement.

In January 2016, the FASB issued ASU No. 2016-01, Recognition and Measurement of Financial Assets and Financial
Liabitities (Topic 825), which will significantly change the income statement impact of equity investments, and the
recognition of changes in fair value of financial lLiabilities. This guidance is effective for annual and interim
periods beginning after December 15, 2017. The Company is cutrently evaluating the impact this guidance will
have on out consolidated financial statement.

In August 2014, the FASB issued ASU No. 2014-15, Presentation of Financial Siatements-Going Concern (Subtopic
20540). This ASU provides guidance to determine when and how to disclose going-concern uncertainties in the
financial statement. The new standard requires management to perform interitn and annual assessments of an
entity’s ability to continue as a going concern within one year of the date that the financial statement is 1ssued.
An entity must provide certain disclosutes if conditions or events raise substantial doubt about the entity’s
ability to continue as a going concetn. This standard is effective for annual petiods ending after December 15,
2016. The Company is evaluating thc impact of the adoption of this accounting standard update on its
consolidated financial statement.

Continued
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Summary of Significant Accounting Policies, continued
Recent Accounting Pronourncements, continued

In May 2014, the FASB issued ASU No. 2014-09, Revenne from Contracts with Customers (Topic 606), which provides
guidance Jor revenue recognition. This ASU affects any entity that either enters into contracts with customers to
transfer goods or setvices or entets into contracts for the transter of non-financial assets. This ASU will
supersede the revenue recognition requirements in Topic 605, Revense Recognition, and most industry-specific
guidance. This ASU also supersedes some cost guidance included in Subtopic 605-35, Revenue Recognition-
Construction-Type and Production-Type Contracts. The standard is effective for the Company beginning after
December 15, 2017. In August 2015, the FASB issued ASU No. 2015-14, Revenue from Comtracts with Customers
(Topic 606): Deferval of the Effective Date: The amendments in ASU 2015-14 defer the effective date of
ASU 2014-09 fot all entities by one year.

Due from Cleating Brokers and Dealets

As a securities broker, the Company is engaged in buying and selling sccurities for a diverse group of
institutional and individual investors. The Company introduces these transactions for clearance to its clearing
broker-dealer on a fully disclosed basis. The cleating broker is nationally recognized and is a member of the
major exchanges. Additionally, the Company engages in buying and selling of securities. The due from brokers
and dealers arises in the normal course of business from the settlement of the Company’s security transactions.

Fair Value Measutements

The Company’s assets recorded at fair value have been categorized based upon a fair value hierarchy as
described in the Company’s significant accounting policies in Note 2.

The following table presents information about the Company’s assets measured at fair value on a recurting
basis and the Company’s estimated level within the fair value hietarchy of those assets as of June 30, 2016:

Quoted Prices Significant

in Active Other Sigrificant Balance
Matkets for Obsetvable Unobsetvable as of
Identical Assets Inputs Inputs June 30,
(Level 1) (Level 2) (Level 3) 2016
Assets, at fair value:
Municipal Bonds $ 28 928 $ - $ - $ 28,928
Stock 6,596 - - 6,596
Warrants - - 62 62
Total $ 35,524 $ - $ 62§ 35,586
Continucd
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30,2016

Fair Value Measurements, continued

A reconciliation of the warrants measured and recorded at fair value on a recursing basis, using significant
unobservable inputs (Level 3}, is as follows:

Balance, July 1, 2015 $ 11,244
Additions duting the period -
Conversion of warrants to equity (11,245)
Change in fair value of warrants 63
Balance, June 30, 2016 $ 62

Warrants

In the normal course of business, the Company may receive warrants in connection with its private placement
services. The warrants provide the Company with exposure and potential gains upon equity appreciation of the
portfolio company’s shate price. Watrants ate stated at fair value using the Black Scholes Merton option pticing
model and re-measured to fair value at each period end. The warrants are included as securities owned in the
consolidated statement of financial condition.

Liabilities Subordinated to Claims of General Creditors

During the year ended June 30, 2013, the Company enteted into four FINRA-approved secure demand note
agreements (“Notes”) with related parties for a total of $300,000. The Notes mature on December 31, 2015,
which had been extended to December 31, 2016 with approval from FINRA, and are collateralized by
portfolios of cash and securities. Repayment of the secured demand note is subject to FINRA’s approval. The
notes bear intetest at 9% per annum; however, the note holders have waived the right to interest.

During the year ended June 30, 2016, the Company entered into three new FINRA-approved secure demand
note agreements (“New Notes”) with related parties for a total of $150,000. The New Notes mature on
December 31, 2017. Repayment of the secured demand note is subject to FINRA’s approval. The notes bear
interest at 6% per annum; however, the note holdets have waived the right to interest. Additionally, §50,000 of
the $150,000 New Notes ate collateralized by portfolios of cash and securities while the remaining $100,000
New Notes are unsecured and subotdinated to other claims of the Company.

$350,000 of the above mentioned $§450,000 notes have been deposited with the Company’s clearing broker for
security transactions and is presented as secured demand note receivable in the consolidated statement of
financial condition with the remaining $100,000 held in the Company’s operating cash accounts.

Stockholders’ Equity

During the year ended June 30, 2013, the Company repurchased 25,360 shares of its common stock from one
of its sharcholders, in the amount of $149,000 which the Company had not retired such repurchased shares.
During the year ended June 30, 2016, the Company sold 39,900 common shares to curtent shateholders for
total proceeds of $149,625.

Continued
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Net Capital Requirements

The Company, as a member of FINRA, is subject to the Securities and Exchange Commission’s Uniform Net
Capital Rule (Rule 15¢3-1) which requires the Company to maintain a minimum net capital equal to or greater
than $100,000 and a ratio of aggregate indebtedness to net capital not exceeding 15 to 1, both as defined, and
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would exceed
10 to 1. At June 30, 2016, the Company’s net capital was §931,585 which exceeded the requirement by
$831,585.

Income Taxes
Significant components of the Company’s deferred tax balances as of June 30, 2016 are as follows:

Deferred income tax assets:

Unrealized losses on investments $ 2,810
Net operating loss carryforwards 276,161
Capital loss carryforwards 20,775

Total deferred income tax asset 299,746

Valuation allowance -

Net deferred income tax asset “$ 299,746

The realizations of deferred tax assets resulting from the temporary differences noted above are dependent
upon the generation of sufficient taxable incomce in futute years. At June 30, 2016, management anticipates that
it is morc likely than not the Company will generate sufficient taxable income in future periods to utilize all
defetred tax assets, and thetefore, no valuation allowance is necessaty.

The Company’s federal and state net operating loss carryforwards begin to expite in fiscal year 2034. The
Company’s federal and state capital loss carryforwards began to expire in fiscal year 2015.

Temporary differences and their related tax effects shown above are based upon current estimates and
assumptions and could vary significantly from actual amounts reported on tax returns subsequently filed.
Accordingly, the Company may adjust the temporary differences as reported above when their tax returns are
ultimately filed.

The Company files income tax returns in the U.S. federal and California jurisdictions. The Company is no
longer subject to federal or Califotnia tax examinations by tax authorities for years before 2013 and 2012,
respectively.

Operating Lease Commitments and Contingencies

The Company has non-cancellable operating leases for its facilities which expites in 2017, Future minimum
aggregate annual payments under the leases due in 2017 is $288,266.

Continued
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SUTTER SECURITIES INCORPORATED AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENT
June 30, 2016

Operating Lease Commitments and Contingencies, continued

In the normal coutse of business, the Company entets into underwtiting commitments. There wetre no
transactions relating to underwriting commitments that were open at June 30, 2016.

In addition, the Company is sometimes involved in various legal and regulatoty matters arising from its
securities activities. Although the initiation and ultimate outcome of such mattets cannot be predicted, it is the
opinion of management, based on discussions with legal counsel, that the resolution of any such cutrent
matters will not have a matetial effect upon the Company’s financial position or results of operations.

Risk Concentration

As a securities broker, the Company executes transactions with and on the behalf of customers. The Company
introduces these transactions for clearance to a cleating broker on a fully disclosed basis.

In the normal course of business, the Company’s customer activities involve the execution of securities
transactions and settlement by its clearing broker. The agreement between the Company and its clearing broker
provides that the Company is obligated to assume any exposure telated to nonperformance by its customers.
These activities may expose the Company to off-balance-sheet risk in the event the customer is unable to fulfill
its contracted obligations. In the event the customer fails to satisfy its obligations, the Company may be
required to purchase or sell financial instruments at the prevailing market price in order to fulfill the customer’s
obligation.

Additionally, in the normal course of business, the Company is involved in the execution and settlement of
various principal securities transactions. Principal securities transactions are subject to the tisk of counter-party
nonpetformance. However, transactions ate collateralized by the undetlying security, thereby reducing the
associated risk to changes in the matket value of the security through settlement date.

The Company seeks to control off-the-balance-sheet credit risk by monitoting its customer transaction and
reviewing information it recetves from its cleating broker on a daily basis and reserving for doubtful accounts
when necessaty. '

The Company maintains its cash balances in various financial institutions. These cash balances may, at times,
exceed federally insured limits.

Subsequent Events

The Company has evaluated all subsequent events for recognition and disclosure through August 29, 2016, the
date which this consolidated financial statement was available to be issued. Nothing has occurred outside the
notmal coutse of business operations that require disclosure ot tecognition other than the items noted below.

On July 25, 2016, the Company enteted into a subordinated loan agreement with a related party and
shareholder for §150,000. The note bears interest at 10% per annum and matures on September 8, 2016.
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REVIEW REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Boatd of Directors of
Sutter Securities Incorporated

We have reviewed management’s statements, included in the accompanying Management’s Assertion Regarding
Compliance with (k)(2)(l) Exemption, in which (1) Sutter Secutities Incotporated (the “Company”) identified the
following provisions of 17 CF.R. §15c3-3(k) under which the Company claimed an exemption from 17 CF.R.
§240.15¢3-3: (2)(ii) (the “exemption provisions™) and (2) the Company stated that Sutter Securities Incorporated met
the identified exemption provisions throughout the most recent fiscal year without exception. The Company’s
management is responsible for compliance with the exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting Oversight Board
(United States) and, accordingly, included inquiries and other required procedures to obtain evidence about the
Company’s compliance with the exemption provisions. A review is substantially less in scope than an examination, the
objective of which is the expression of an opinion on management’s statements. Accordingly, we do not express such
an opinion.

Based on our review, we are not aware of any material modifications that should be made to management’s statements

refetred to above for them to be faitly stated, in all material respects, based on the provisions set forth in
paragraph (k)(2)(i) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

Bun Vs Heyo Tre.

San Francisco, California
August 29, 2016

ACCOUNTANTS & CONSULTANTS
10



SUTTER SECURITIES INCORPORATED

Management’s Assertion Regarding Compliance with (k)(2)(ii) Exemption

August 29, 2016

Sutter Securities Incorporated
220 Montgomery Street, Suite 1700
San Francisco, CA 94104

To Burr Pilger Mayer, Inc.:

Sutter Securities Incorpotated (the “Company”) is exempt from the requirements of SEC Rule 15¢3-3(k) under the
provisions of paragraph (2)(i) thereunder. The Company has met the requirements of the provisions of
paragraph (2)(ii), without exception, since it commenced operations, including during the entirety of the fiscal year

ended June 30, 2016.

Sincerely,

Herit S. Muh
Chief Financial Officer

220 MONTGOMERY STREET « SUTTE 1700 « SaN Francasco, CA 94104-3539
415-352-6300 - 800-568-2372 « rax 415-352-6333

www.suttersecurities.com



