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OATH OR AFFIRMATION

I, Thomas A. Carter , swear (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, LL.C ,as of

December 31 ,20 16 , are true and correct. I further 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

BRENDA D ALLEN
My Commission Expires
September 6, 2019

&&Um/m/)ﬁ Io.n

Notary Public

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.

(¢) 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 Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation 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 consolidation.

(1) An Oath or Affirmation.

(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.

o0 0O SEEEEEEEER

**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

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
Sendero Securities, LLC

We have audited the accompanying statement of financial condition of Sendero Securities, LLC (a
Texas limited liability company) as of December 31, 2016, and the related statements of income,
changes in member’s equity, and cash flows for the year then ended. These financial statements
are the responsibility of Sendero Securities, LLC's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). 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 examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes 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 December 31, 2016, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

The supplemental information contained in Schedule I has been subjected to audit procedures
performed in conjunction with the audit of Sendero Securities, LLC’s financial statements. The
supplemental information is the responsibility of Sendero Securities, LLC’s management. Our audit
procedures included determining whether the supplemental information reconciles to the financial
statements or the underlying accounting and other records, as applicable, and performing
procedures to test the completeness and accuracy of the information presented in the supplemental
information. In forming our opinion on the supplemental information, we evaluated whether the
supplemental information, including its form and content, is presented in conformity with 17 C.F.R.
§ 240.17a-5. In our opinion, the supplemental information contained in Schedule I is fairly stated,
in all material respects, in relation to the financial statements as a whole.

%\/.Ap//"“/

PHILLIP V. GEORGE, PLLC

Celeste, Texas
February 21, 2017

5179 CR 1026 Celeste, TX 75423  (214) 358-5150 Fax (214) 358-0222 phil@pvgeorge.com



SENDERO SECURITIES, LLC

Statement of Financial Condition

ASSETS

Cash

Receivables

]

Prepaid Expenses
Clearing Deposit
Intangible Asset, Net
Total Assets

Liabilities and Member's Equity

Liabilities
Accrued Expenses

Offices & Administrative Services Fees Payable-Related Party
Total Liabilities

Member's Equity

Total Liabilities and Member's Equity

See notes to financial statements.

December 31, 2016

$

126,087
1,174,909
6,315
60,158

1,367,470

6,658
52,481

59,139

1,308,331

$

1,367,470




SENDERO SECURITIES, LLC

Statement of Income
Year ended December 31, 2016

Revenue

Invéstment Referral Fees 2,127,935
Interest 148

Total Revenue 2,128,083

Expenses

Office and Administrative Service Fees - Related Party 629,775
Regulatory Fees 11,362
Other Expenses 42,683

Total Operating Expenses 683,820
Net Income $ 1,444,263

See notes to financial statements. 3



SENDERO SECURITIES, LLC

Statement of Changes in Member's Equity
Year Ended December 31, 2016

Member's Equity, December 31, 2015 $ 484,068
Net Income 1,444,263
Distributions to Member (620,000)
Member's Equity, December 31, 2016 $ 1,308,332

See notes to financial statements. 4



SENDERO SECURITIES, LLC

Statement of Cash Flows
Year Ended December 31, 2016

Cash Flows from Operating Activities:
Net Income $ 1,444,263
Adjgstments‘ to Reconcile Net Income to
Net Cash provided by Operating Activities

Amortization 12,500

Change in Assets and Liabilities
Increase in Receivables ' (835,873)
Decrease in Prepaid Expenses 1,242
Increase in Clearing Deposit (148)
Decrease in Accrued Expenses (969)
Decrease in Office & Administrative Services Fees Payable-Related Party (40,264)
Net Cash Provided by Operating Activities 580,751

Cash Flows from Financing Activities

Distributions to Member 620,000
Net Decrease in Cash (39,249)
Cash at Beginning of Year 165,336
Cash at End of Year $ 126,087

Supplemental Disclosure of Cash Flow Information:

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

See notes to financial statements. 5



SENDERO SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE A- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Nature of Business: Sendero Securities, LLC (the “Company”) is a limited
liability company organized under the laws of the State of Texas in May 2007. The Company is a
wholly owned subsidiary of Sendero Partners, LLC (‘Parent”), a Texas Limited Liability Company.
The Company is registered as a broker/dealer with the Securities and Exchange (SEC) and is a
member of the Financial Industry Regulatory Authority (FinRA) and the Securities Investor
Protection Corporation (SIPC).

The Company operates under the exemptive provisions of Rule 15¢3-3(k)(2)(ii) of the Securities
Exchange Act of 1934, and accordingly, is exempt from the remaining provisions of that Rule.

The Company’s primary business is facilitating client investments with various alternative asset
management firms to place client investments in private equity funds.

Additionally, the Company may operate as an introducing broker on a fully disclosed basis
clearing transactions through its clearing broker/dealer, but during 2016 did not have any

customer accounts at its clearing broker/dealer.

Summary of Significant Account Policies:

The Company issues financial statements on the accrual method of accounting in accordance with
U.S. generally accepted accounting principles. Accounting principles 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 below:

Use of Estimates: The preparation of financial statements in conformity with U.S. 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 could differ from those estimates.

Fair Value of Financial Instruments: Substantially all of the Company’s financial asset and liability

amounts are shortterm in nature and accordingly are recorded at fair value or amounts that
approximate fair value.

Revenue Recognition: Investment referral fees are recorded as a contractual percentage of the

management fee and performance allocation earned by the alternative asset management firm
to whom clients are referred.




SENDERO SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

NOTE A- ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

The Investment Referral Fees are earned and recorded monthly, and the performance allocation
fees are earned and recorded annually based on investment return benchmarks and can vary
significantly from year-to-year.

Intangible Asset: Intangible asset consists of the rights to certain cash flows and are carried at cost
less accumulated amortization. Amortization is provided using straight-line method over the assets
useful life of three years. Amortization expense totaled $12,500 for the year ended December 31,
2016.

Income Taxes: The Company has adopted financial reporting rules regarding recognition and
measurement of tax positions taken or expected to be taken on a tax return. The Company has
reviewed all open tax years and concluded that there is no impact on the Company's financial
statements and no tax liability resulting from unrecognized tax benefits relating to uncertain
income tax positions taken or expected to be taken on a tax return. As of December 31, 2016,
open Federal tax years subject to examination include the tax years ended December 31, 2013

through December 31, 2015.

The company is a single member limited liability company and is treated as a disregarded entity for
federal income tax purposes. The taxable income of the Company is included in the partnership
income tax return of the Parent, and the Parent’s net income or loss is allocated among the
members in accordance with their ownership in the Parent; therefore, federal income taxes are not
payable, or provided for, by the Company.

The Company is subject to state taxes.

NOTE B - CLEARING BROKER

The Company has an agreement with Pershing, LLC (‘Pershing”) to perform various securities
clearance services should the company open customer accounts at Pershing. The agreement with
Pershing requires the Company to maintain a minimum of $60,000 in an account with Pershing.

NOTE C - NET CAPITAL REQUIREMENTS
The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1) which requires

the maintenance of minimum net capital and requires that the ratio of indebtedness to net capital,
both as defined, shall not exceed 15 to 1. At December 31, 2016, the Company had net capital of



SENDERO SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

$127,106 which was $77,106 in excess of its minimum required net capital of $50,000. The
Company’s net capital ratio was 0.47 to 1.

NOTE D - CONCENTRATION OF CREDIT RISK

Included in account receivables, the Company has investment referral fees due from one large
Texas based asset management firm totaling $1,102,768, or approximately 81% of its total assets,
at December 31, 2016. For the year ending December 31, 2016, the Company earned investment
referral fees from this same asset management firm investment manager totaling $1,740,470, or
approximately 82% of total revenue. Of this amount, approximately 45% related to Investment
Referral Fees and 55% related to performance allocation.

NOTE E - RELATED PARTY TRANSACTIONS/ECONOMIC
DEPENDENCY/CONCENTRATION OF REVENUE AND SERVICES

The Company is under the control of and economically dependent on its Parent and another
related entity, Sendero Wealth Management, LLC (“SWM?”) an Investment Advisor. The
existence of that control and dependency creates operating results and financial position
significantly different than if the companies were autonomous. Transactions between the
Company, its Parent, and SWM were not consummated on terms equivalent to arms-length
transactions.

Two members of the Parent, who are also registered securities representatives and officers of the
Company, generated in excess of 80% of the Company’s revenue for the year ended December 31,
2016. Compensation to these individuals is paid by SWM under the Office and Administrative
Services Agreement; therefore, no compensation is recorded in the accompanying statement of
income. The Company is economically dependent upon these members of the Parent due to the
concentration of services provided by them.

For the year ended December 31, 2016, investment referral fee revenue earned from the
placement of client investments which are controlled by a member of the Parent represented
approximately 37% of total revenue. The Company is economically dependent upon this member
of the Parent due to the concentration of revenue from these client investments.

The Company has entered into an Office and Administrative Services Agreement with SWM

effective November 1, 2012 for a one year term, automatically renewable, unless cancelled by

either party. The agreement has automatically renewed each year through 2016. SWM provides
the Company with certain office facilities and services under this Agreement. SWM may also pay
certain expenses on behalf of the Company. SWM allocates a prorata portion of such expenses
incurred by SWM on account of the Company. In making such allocation SWM equates the
proportional cost of each facility or service with the proportional use or benefit derived by the

8




SENDERO SECURITIES, LLC
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

Company. The expense allocation may change with the respective use and benefit of facilities or
services and is currently $52,481 per month.  Expenses allocated to the Company under this

Agreement during 2016, totaled $629,775, of which $52,481 is payable at December 31, 2016.

NOTE F - CONTINGENCIES

There are currently no asserted claims or legal proceedings against the Company, however, the
nature of the Company's business subjects it to various claims, regulatory examinations, and other
proceedings in the ordinary course of business. The ultimate outcome of any such future action
against the Company could have an adverse impact on the financial condition, results of
operations, or cash flows of the Company.

NOTE G - SUBSEQUENT EVENTS

The Company has evaluated subsequent events through February 21, 2017, the date which the
financial statements were available to be issued.



Schedule 1

SENDERO SECURITIES, LLC

Supplemental Information Pursuant to Rule 17 a-5
December 31, 2016

Total member's equity qualified for net capital

Deductions and/or charges
Non-allowable assets:
Receivables
Prepaid Expenses
Total deductions and/or charges

Net Capital

Aggregate indebtedness
Accrued Expenses
Office & Administrative Services Fees Payable-Related Party

Total aggregate indebtedness

Computation of basic net capital requirement
Minimum net capital required (greater of $50,000 or
6 2/3% of aggregate indebtedness)

Net capital in excess of minimum requirement

Ratio of aggregate indebtedness to net capital

See accompanying report of Independent Registered Public Accounting Firm

10

1,308,331

1,174,910
6,315

1,181,225

127,106

6,658
52,481

59,139

50,000

71,106

047t 1




Schedule 1

(Continued)

SENDERO SECURITIES, LLC
Supplemental Information Pursuant to Rule 17a-5

December 31, 2016

Reconciliation of Computation of Net Capital

The above computation does not differ from the computation of net capital under Rule
15¢3-1 as of December 31, 2015 as filed by Sendero Securities, LLC on Form X-17A-5.

Accordingly, no reconciliation is deemed necessary.

Statement Regarding Changes in Liabilities Subordinated to Claims of General
Creditors

No Statement is required as no subordinated liabilities existed at any time during the year.

Statement Regarding Exemption from Reserve Requirements and Possession or Control
Requirements

The Company operates pursuant to section (k)(2)(ii) exemptive provisions of Rule 15¢3-3
of the Securities Exchange Act of 1934. Under these exemptive provisions, the
Computation of Determination of the Reserve Requirements and Information Relating to

the Possession or Control Requirements are not required.

See accompanying report of Independent Registered Public Accounting Firm
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PHILLIP V. GEORGE, PLLC

CERTIFIED PUBLIC ACCOUNTANT

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Member
Sendero Securities, LLC

We have reviewed management's statements, included in the accompanying Exemption Report, in
which (1) Sendero Securities, LLC identified the following provisions of 17 C.F.R. §15¢3-3(k)
under which Sendero Securities, LLC claimed an exemption from 17 C.F.R. §240.15¢3-3:(2)(i1)
(the “exemption provisions") and (2) Sendero Securities, LLC stated that Sendero Securities, LLC
met the identified exemption provisions throughout the most recent fiscal year without exception.
Sendero Securities, LLC’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 Sendero Securities, LLC’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 referred to above for them to be fairly stated, in all material respects,
based on the provisions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities

Exchange Act of 1934.
W V. /‘/>,‘/ Puc

PHILLIP V. GEORGE, PLLC

Celeste, Texas
February 21, 2017
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Sendero Securities, LLC
Exemption Report
December 31, 2016

Sendero Securities, LLC (the “Company”) is a registered broker-dealer subject to Rule 17a-
5 promulgated by the Securities and Exchange Commission (17 C.F.R. §240.17a-5,
“Reports to be made by certain brokers and dealers”). This Exemption Report was

prepared as required by 17 C.F.R. § 240.17a-5(d)(1) and (4). To the best of its knowledge
and belief, the Company states the following:

(1) The Company claimed an exemption from 17 C.F.R. § 240.15¢3-3 under the following
provisions of 17 C.F.R. § 240.15¢3-3 (k):(2)(ii)

(2) The Company met the identified exemption provisions in 17 C.F.R. § 240.15¢3-3(k)

throughout the most recent fiscal year without exception.

Sendero Securities, LLC

I, Thomas A. Carter, swear (or affirm) that, to my best knowledge and belief, this
Exemption Report is true and correct.

BY% // @;Z;—(—

Title: Chief Financial Officer

January 24, 2017
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