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OATH OR AFFIRMATION
1, Nick Damiani , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Mutual Securities, Inc. of California dba Mutual Securities, Inc.

of August 29 2019

, as
, 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:

Financial & Operations Principal
Title

(5€E OrGthed  COWOMIL T

Yy

< Nofary Public

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

™ (a) Facing Page.

B4 (b) Statement of Financial Condition.

28 (¢) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

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

B (g) Computation of Net Capital.

$4 (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

B4 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

[0 () AReconciliation, 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.

[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

BX (1) An Oath or Affirmation.

¥ (m) A copy of the SIPC Supplemental Report.

[0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

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



CALIFORNIA JURAT WITH AFFIANT STATEMENT GOVERNMENT CODE § 8202

¥ See Attached Document (Notary to cross out lines 1-6 below)
L] See Statement Below (Lines 1-6 to be completed only by document signet{s], not Notary)

Signature of Document Signer No. 1 Signature of Document Signer No. 2 (if any)

A notary public or other officer completing this certificate verifies only the identity of the individual who signed the
document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California Subscribed and sworn to (or affirmed) before me
County of Ventura 08
v on this (;p\ day of QU@\I\\' , 20\,
by Date Month Year
o NIOE DMt
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B4 Farber Hass Hurley rrp

Certified Public Accountants 9301 Oakdale Avenue, Suite 230 Telephone: (818) 895-1943
Chatsworth, CA 91311 Facsimile: (818) 727-7700
www.fhhcpas.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Mutual Securities Inc.

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Mutual Securities Inc. as of June 30, 2019,
the related statements of income, changes in stockholders’ equity, and cash flows for the period then ended, and the
related notes (collectively referred to as the financial statements). In our opinion, the financial statements present
fairly, in all material respects, the financial position of Mutual Securities Inc. as of June 30, 2019, and the results of
its operations and its cash flows for the year then ended in conformity with accounting principles generally accepted
in the United States of America.

Basis for Opinion

These financial statements are the responsibility of Mutual Securities Inc.’s management. Our responsibility is to
express an opinion on Mutual Securities Inc.’s financial statements 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 Mutual Securities Inc. 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 statements are 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 statements, 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 statements. 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 statements.
We believe that our audit provides a reasonable basis for our opinion.

Supplemental Information

The Schedule 1, Computation of Net Capital Requirements Pursuant to Rule 15¢3-1, Schedule II, Computation For
Determination Of Reserve Requirements Pursuant to Rule 15¢3-3, and Schedule III, Information Relating to
Possession and Control Requirements Pursuant to Rule 15¢3-3 have been subjected to audit procedures performed
in conjunction with the audit of Mutual Securities Inc.’s financial statements. The supplemental information is the
responsibility of Mutual Securities Inc.’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 is fairly stated, in all material respects, in relation to the financial

statements as a whole.
St &b oy e

Farber Hass Hurley, LLP
We have served as Mutual Securities Inc.’s auditor since 2018.
Chatsworth, California
August 29, 2019



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

STATEMENT OF FINANCIAL CONDITION

JUNE 30, 2019

Assets

Cash and cash equivalents

Deposits with clearing organization

Receivable from clearing organization

Commissions receivable

Furniture, equipment and leasehold improvements, net
Prepaid expenses

Note receivable

Other assets

Deposit - other

Total Assets

Liabilities and Stockholders' Equity

Liabilities
Accounts payable and accrued expenses
Payable to clearing organization
Commissions payable
Income taxes payable
Total Liabilities

Stockholders' Equity
Common stock, no par value, 100,000 shares authorized,
31,216 shares issued and outstanding
Additional paid-in-capital
Retained earnings
Total Stockholders' Equity

Total Liabilities and Stockholders' Equity

The accompanying notes are an integral part of these financial statements

1,003,341
200,000
304,661

2,135,918

21,633
268,094
148,468

200
100,000

4,182,315

422,597
647
2,456,161
10,824

2,890,229

23,413
142,726
1,125,947

1,292,086
4,182,315



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

STATEMENT OF INCOME
YEAR ENDED JUNE 30, 2019

Revenue

Insurance and annuity commissions - $ 17,395,290

Mutual fund and direct product commissions 5,368,885

Brokerage commissions 2,745,249

Interest income 83,102

Other income 1,959,550
Total Revenue 27,552,076
Operating Expenses

Employee compensation and benefits 2,658,811

Commissions and floor brokerage 18,258,113

Communications 171,201

Professional fees 2,525,539

Occupancy and equipment rental 156,236

Other operating expenses 1,892,062
Total Operating Expenses 25,661,962
Net Income Before Income Taxes 1,890,114
Provision for Income Taxes 32,634
Net Income $ 1,857,480

The accompanying notes are an integral part of these financial statements



MUTUAL SECURITIES, INC. OF CALIFORNIA

dba MUTUAL SECURITIES, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

Balance - Beginning
Distributions to stockholders
Net income

Balance - Ending

YEAR ENDED JUNE 30, 2019
Additional Total
Shares Common Paid-in Retained Stockholders'
Issued Stock Capital Earnings Equity

31216 §$23413 § 142,726 § 1,517,561 § 1,683,700

-- - - (2,249,094) (2,249,094)

- - - 1,857,480 1,857,480

31216 $23413 § 142,726 $ 1,125947 $ 1,292,086

The accompanying notes are an integral part of these financial statements



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2019

Cash Flows from Operating Activities

Net income $ 1,857,480
Adjustments to reconcile net income to net cash provided by
operating activities:
Depreciation and amortization 31,570
Changes in operating assets and liabilities:
Receivable from clearing organization 180,920
Commissions receivable (877,974)
Prepaid expenses (87,804)
Accounts payable and accrued expenses 353,084
Payable to clearing organization 647
Commissions payable 350,844
Income taxes payable _ (6,565)
Net Cash from Operating Activities 1,802,202
Cash Flows from Investing Activities
Note receivable principal payments 10,000
Purchase of customer lists (3,100)
Net Cash from Investing Activities 6,900
Cash Flows from (used) in Financing Activities
Distributions to stockholders (2,249,094)
Net Cash used in Financing Activities (2,249,094)
Net Decrease in Cash and Cash Equivalents (439,992)
Cash and Cash Equivalents - Beginning 1,443,333
Cash and Cash Equivalents - Ending $ 1,003,341
Supplemental Disclosures of Cash Flow Information
Interest paid $ 4,365
Income taxes paid $ 49,845

The accompanying notes are an integral part of these financial statements



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 1 —NATURE OF ORGANIZATION

Mutual Securities, Inc. of California dba Mutual Securities, Inc. (the “Company”) was
incorporated in the State of California on February 4, 1982 under the name Brokers Office
Management-Encino, Inc. and subsequently changed its name to Mutual Securities, Inc. of
California on November 9, 1998. Effective January 1, 2016, a minority interest in the
Company was sold, in a private transaction, to existing officers of the Company. The

Company is a registered broker-dealer in securities under the Securities and Exchange Act of
1934, a member of the Financial Industry Regulatory Authority (“FINRA”), and the

Securities Investor Protection Corporation (“SIPC*).

The Company is engaged in the business as a securities broker-dealer which provides several
classes of services. The majority of its income is earned from the sale of variable life
insurance policies and annuities. Income is also earned from agency commissions and equity
transactions which include the sale of corporate debt, equity securities, options, U.S.
Government and municipal securities to institutional and retail customers.

Under its membership agreement with FINRA and pursuant to Rule 15¢3-3(k)(2)(ii), the
Company conducts business on a fully disclosed basis and does not execute or clear securities
transactions for customers. Accordingly, the Company is exempt from the requirement of
Rule 15¢3-3 under the Securities Exchange Act of 1934 pertaining to the possession or
control of customer assets and reserve requirement.

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
ACCOUNTING METHOD

The Company follows accounting principles generally accepted in the United States of
America (“GAAP”) as established by the Financial Accounting Standards Board (“FASB”)
to ensure consistent reporting of its financial condition, results of operations, and cash flows.

USE OF ESTIMATES

The preparation of financial statements in conformity with GAAP 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 period. Accordingly, actual results
could differ materially from those estimates.

CASH EQUIVALENTS
For purposes relating to the statement of cash flows, the Company has defined cash

equivalents as highly liquid investments, with original maturities of less than three months,
which are not held for sale in the ordinary course of business.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
RECEIVABLE FROM AND PAYABLE TO CLEARING ORGANIZATIONS

The balances shown as receivable from and payable to clearing organizations represent amounts
due in connection with the Company’s normal transactions involving trading of securities.
Management considers all receivables to be collectible, therefore no allowance for doubtful
accounts has been provided.

COMMISSIONS RECEIVABLE

The balance shown as Commissions receivable consists of $2,134,055 in trailing commissions
and $1,863 in reimbursed fees for a total of $2,135,918 due in connection with the Company’s
normal transactions involving trading of securities. Management considers all receivables to be
collectible, therefore no allowance for doubtful accounts has been provided.

FURNITURE, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS

Furniture, equipment and leasehold improvements are recorded at cost and are depreciated
over the estimated useful lives of the related assets, which range from five to fifteen years.
Repair and maintenance costs are expensed as incurred. Leasehold improvements are
depreciated over the shorter of the lease term or estimated useful life. Improvements which
increase the productive value of assets are capitalized and depreciated over the remaining
useful life of the related asset.

VALUATION OF INVESTMENTS IN 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 used 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.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

VALUATION OF INVESTMENTS IN SECURITIES AT FAIR VALUE — DEFINITION AND
HIERARCHY(CONTINUED)

The fair value hierarchy is categorized into three levels based on the input as follows:

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 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.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
VALUATION TECHNIQUES

The Company values investments in securities that are freely tradable and are listed on a
national securities exchange at their last sales price as of the last business day of the year.
Many cash and over-the-counter (“OTC”) contracts have bid and ask prices that can be
observed in the marketplace. Bid prices reflect the highest price that the marketplace
participants are willing to pay for an asset. Ask prices represent the lowest price that the
marketplace participants are willing to accept for an asset. The Company’s policy for
securities traded in the OTC markets and listed securities for which no sale was reported on
that date are valued at their last reported “bid” price if held long, and last reported “ask” price
if sold short.

Proprietary securities transactions in regular-way trades are recorded on the trade date, as if
they had settled. Profit and loss arising from all securities and commodities transactions
entered into for the account and risk of the Company are recorded on a trade date basis.
Customers’ securities and commodities transactions are reported on a settlement date basis
with related commission income and expenses reported on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net in the statement of financial condition.

The Company held no investments in securities as of June 30, 2019.
REVENUE RECOGNITION

Effective July 1, 2018, the Company adopted ASC Topic 606, Revenue from Contracts with
Customers (“ASC Topic 606”). The new revenue recognition guidance requires an entity to
follow a five-step model to (a) identify the contract(s) with a customer, (b) identify the
performance obligations in the contract, (c) determine the transaction price, (d) allocate the
transaction price to the performance obligations in the contract, and (e) recognize revenue
when (or as) the entity satisfies the performance obligation. The Company applied the
modified retrospective method for adoption which did not result in a cumulative adjustment
to retained earnings as of July 1, 2018.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
INCOME TAXES

With the consent of its shareholders, the Company has elected to be treated as an S
Corporation under Subchapter S of the Internal Revenue Code (“IRC”). Subchapter S of the
IRC provides that in lieu of corporate income taxes, the stockholders are individual taxed on
the Company’s taxable income, therefore, no provision or liability for Federal income taxes
is included in these financial statements. The State of California has similar regulations,

although there exists a provision for a minimum franchise tax and a tax rate of 1.5% over the
minimum franchise fee of $800.

RECENT ACCOUNTING PRONOUNCEMENTS

ASU UPDATE 2016-02

In February 2016, the FASB issued ASU 2016-02, Leases, which establishes a right-of-use
model that requires a lessee to record a right-of-use asset and a lease liability on the balance
sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the
statement of operations. The Company is currently reviewing the impact of the new reporting
requirements under ASU 2016-02 and will adopt the provisions of this guidance for fiscal
years beginning July 1, 2019, and interim periods therein.

SUBSEQUENT EVENTS
The Company has evaluated subsequent events through the date the financial statements

were issued. All material subsequent events requiring adjustment to or disclosure in the
financial statements are reflected therein.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 3 —DEPOSIT WITH CLEARING ORGANIZATION

The Company has a brokerage agreement with National Financial Services LLC (“Clearing
Broker™) to carry its account and the accounts of its clients as customers of the Clearing Broker.
The Clearing Broker has custody of the Company’s cash balances which serve as collateral for
any amount due to the Clearing Broker as well as collateral for securities sold short or securities

purchased on margin. Interest is paid monthly on these cash deposits at the average overnight
repurchase rate. The balance at June 30, 2019 was $200,000.

NOTE 4 — FURNITURE, EQUIPMENT, AND LEASEHOLD IMPROVEMENTS, NET

As of June 30, 2019, furniture, equipment, and leasehold improvements, net consisted of the

following:

Furniture and fixtures $ 67,986 5

Machinery and equipment 59,729 7

Leasehold improvements 59,007 15
Total cost of furniture, equipment, and leasehold improvements 186,722

Less: accumulated depreciation 165,089
Furniture, equipment, and leasehold improvements, net $ 21,633

Depreciation expense (recovery) for the year ended June 30, 2019 was ($1,712).
NOTE S —NOTE RECEIVABLE

In June 2017, the Company paid a legal settlement, in full, on behalf of one of its
representatives. Contemporaneously, the Company issued an unsecured note receivable
totaling $237,500 with the representative. The note bears interest at 5% per annum and
requires quarterly interest payments. The note allows for, but does not require, principal
payments to be made throughout the term of the note. The note matures on July 10, 2020.
The Company received $9,900 in interest on the note for the year ended June 30, 2019 and
the balance of the note receivable as of June 30, 2019 was $148,468.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 6 — REVENUE FROM CONTRACTS WITH CUSTOMERS
SIGNIFICANT JUDGEMENTS

The recognition and measurement of revenue is based on the assessment of individual
contract terms. Significant judgment is required to determine whether performance
obligations are satisfied at a point in time or over time; how to allocate transaction prices
where multiple performance obligations are identified; when to recognize revenue based on
the appropriate measure of the Company’s progress under the contract; and whether
constraints on variable consideration should be applied due to uncertain future events.

COMMISSIONS

The Company buys and sells insurance and annuity products, mutual funds, and other equity
and financial instruments on behalf of its customers. Each time a customer enters into a buy
or sell transaction, the Company charges a commission. The Company also charges fees
relating to the transactions executed on behalf of its customers. Commissions, fees and
related clearing expenses are recorded on the trade date (the date that the Company fills the
trade order by finding and contracting with a counterparty and confirms the trade with the
customer). The Company believes that the performance obligation is satisfied on the trade
date because that is when the underlying financial instrument or purchaser is identified, the
pricing is agreed upon and the risks and rewards of ownership have been transferred to/from
the customer.

Sales of annuities, insurance products, and mutual funds include initial up-front (first year)
commissions where the performance obligation is satisfied on the trade date as well as
annual trailing commission payments for each product renewal and continued investment.
Commissions on annuity, insurance products and mutual funds are considered variable
consideration. ASC Topic 606 requires that, at the time of the initial sale or investment, the
Company must estimate the variable consideration (future renewal commissions) and
determine the transaction price as the unconstrained net present value of expected future
renewal commissions. Therefore, the transaction price includes the first-year fixed
commission and the variable consideration for the trailing commissions, estimated using the
average value of trailing commissions received in the first month of the two previous
quarters.

COSTS TO OBTAIN OR FULFILL A CONTRACT WITH A CUSTOMER

The Company records as an asset certain costs incurred to obtain revenue contracts with its
customers, such as sales commissions paid to employees for obtaining new contracts with
clients. These costs are amortized to expense over the period of time that the services are
expected to be provided to the customer. The Company did not have any such assets from
costs to obtain contracts with customers at July 1, 2018 or June 30, 2019.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 6 — REVENUE FROM CONTRACTS WITH CUSTOMERS (CONTINUED)
DISAGGREGATION OF REVENUE
The following tables present revenue by major source:

Revenue from Contracts with Customers

Insurance and annuity commissions

Variable annuities $ 17,137,291
Fixed annuities 257,999
Total insurance and annuity commissions $ 17,395,290
Mutual fund and direct product commissions
Mutual funds $ 5,368,885
Total mutual fund and direct product commissions $ 5,368,885
Brokerage commissions
Equities, EFTs, closed-end funds, MLPs $ 1,267,138
529 plans 263,205
Fixed income 586,661
Options 228,532
Other 399,713
Total brokerage commissions $ 2,745,249
Other income
Core money market 12-b-1 commissions $ 1,082,907
Administrative, IRA and other fee income 590,035
NTF revenue sharing commissions 168,621
Other commissions 117,987
Total other income $ 1,959,550




MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 7 - INCOME TAXES

As discussed on Note 2, Income Taxes, the Company has elected the S Corporate tax status.
Therefore, no Federal income tax provision is included in these financial statements. The
tax provision reported is current California Franchise tax of $32,634.

The provisions of ASC 740-10 “Accounting for Uncertain Income Tax Positions”, requires
that the impact of tax positions be recognized in the financial statements if they are more
likely than not of being sustained upon examination, based on the technical merits of the
position. The Company’s management has determined that the Company has no uncertain
tax positions requiring recognition under ASC 740-10 as of June 30, 2019.

The Company files federal and state income tax returns. The statute of limitations for these
jurisdictions is generally three to six years. The Company had no returns under examination
as of June 30, 2019.

NOTE 8- RELATED PARTY TRANSACTIONS

On October 1, 2009, the Company entered into a lease agreement for office space with
KCMA Investments, LLC ("KCMA") with which the Company has common ownership.
For the year ended June 30, 2019, the Company paid $139,892 in occupancy expense to
KCMA. See Note 12 for further information on the lease agreement.

Mutual Advisors, LLC ("Mutual Advisors"), is affiliated with the Company through
common control. The Company offers brokerage services to certain clients of Mutual
Advisors, and either those certain clients or their investment adviser representatives are
charged for such brokerage services.

Throughout the year ended June 30, 2019, the Company collected fees on behalf of Mutual
Advisors and subsequently remitted the entirety of payments to Mutual Advisors. The
Company also collects fees from Mutual Advisors for advisor ticket charges. During the
year ended June 30, 2019, these fees totaled $23,210.

It is possible that the terms of certain of the related party transactions are not the same as
those that would result for transactions among wholly unrelated parties.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 9 - 401(K) PLAN

The Company has a qualified 401(k) Plan (the “Plan”) under IRC section 401(a) covering
substantially all of its employees. Employees are required to have attained the age of 21 and
to have completed one year of service in order to be eligible to participate in the Plan. The
Plan provides that the employer may make matching contributions and/or annual

discretionary contributions. For the year ended June 30, 2019, the Company incurred a total
of $70,503 in matching contributions.

NOTE 10 — FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK AND CONCENTRATIONS
OF CREDIT RiISK

The Company maintains several bank accounts at financial institutions. These accounts are
insured either by the Federal Deposit Insurance Commission (“FDIC”) up to $250,000 or
the Securities Investor Protection Corporation (“SIPC”) up to $500,000. At times during
the year ended June 30, 2019, cash balances held in financial institutions were in excess of
the FDIC and SIPC’s insured limits. The Company has not experienced any losses in these
accounts and management believes that it has placed its cash on deposit with financial
institutions which are financially stable.

The Company is engaged in various trading and brokerage activities in which counter-
parties primarily include broker-dealers, banks, and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk
of default depends on the creditworthiness of the counter-party or issuer of the instrument.
It is the Company’s policy to review, as necessary, the credit standing of each counter-party.

NOTE 11 — CUSTOMER CONCENTRATION

Significant customers are those that account for greater than 10% of the Company’s
revenues.

12.7% of the Company’s gross revenue came from Jackson National Life for the fiscal year
ended June 30, 2019. The loss of the significant customer or the failure to attract new
customers could have a material adverse effect on the Company’s business, results of
operations and financial condition.

NOTE 12 - COMMITMENTS AND CONTINGENCIES

OPERATING LEASES

In September 2015, the Company exercised its five-year lease extension which will expire
in August 2020. The Company has an option to renew for two additional five-year periods.



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 12 - COMMITMENTS AND CONTINGENCIES (CONTINUED)
Rent expense was $139,892 for the year ended June 30, 2019.

Future minimum lease payments under the Company’s non-cancelable operating leases at
June 30, 2019 are as follows:

2020 $ 139,892
2021 $ 23,315
$ 163,207

LITIGATIONS AND CLAIMS

The Company is involved in various litigation, judicial, regulatory, and arbitration
proceedings concerning matters arising in connection with the conduct of its business.

Management believes, based on currently available information, that the results of such

proceedings in the aggregate will not have a material, adverse effect on the Company’s
financial condition.

NOTE 13 - GUARANTEES

FASB ASC 460, Guarantees, requires the Company to disclose information about its
obligations under certain guarantee arrangements. FASB ASC 460 defines guarantees as
contracts and indemnification agreements that contingently require a guarantor to make
payments to the guaranteed party based on changes in an underlying factor (such as an
interest or foreign exchange rate, security or commodity price, an index or the occurrence
or nonoccurrence of a specified event) related to an asset, liability or equity security of a
guaranteed party. This guidance also defines guarantees as contracts that contingently
require the guarantor to make payments to the guaranteed party based on another entity's

failure to perform under an agreement as well as indirect guarantees of indebtedness of
others.

The Company has issued no guarantees at June 30, 2019 or during the year then ended.

NOTE 14 - NET CAPITAL REQUIREMENTS

The Company is a registered broker-dealer and, accordingly, is subject to the United States
Securities and Exchange Commission (“SEC”) Uniform Net Capital Rule (“Rule 15¢3-1"),
which requires the Company to maintain minimum net capital and requires that the ratio of
aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. As of June 30,
2019, the Company had net capital of $423,763 which exceeded required net capital of
$192,682 by $231,081. The Company’s ratio of aggregate indebtedness to net capital was 6.82
to 1 at June 30, 2019, which was less than the maximum ratio of 15 to 1.
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

NOTE 15 — RECONCILIATION OF AUDITED NET CAPITAL TO UNAUDITED FOCUS

There is a difference between the computation of net capital under net capital SEC Rule 15¢3-

1 and the corresponding unaudited FOCUS part IIA that resulted in a ($208,477) change to net
capital.

Net capital per unaudited FOCUS part IIA $ 632,240

Adjustments:
Retained earnings $ (57,547)
Non-allowable assets (150,930)
Total adjustments (208,477)

Net capital per audited statement $ 423,763
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NOTES TO FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2019

SUPPLEMENTARY INFORMATION
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COMPUTATION OF NET CAPITAL REQUIREMENTS PURSUANT TO RULE 15¢3-1

AS OF JUNE 30, 2019
SCHEDULE I
Audited
Net Capital

Computation of net capital

Common stock $ 23,413

Additional paid-in-capital 142,726

Retained eamnings 1,125,947

Total stockholders' equity $ 1,292,086
Less: non-allowable assets from the Statement of Financial Condition

Commissions receivable (321,971)

Fumniture, equipment and leasehold improvements, net (21,633)

Prepaid expenses (268,094)

Note receivable (148,468)

Other assets (200)

Deposit - other (100,000)

Total non-allowable assets (860,366)

Net capital before haircuts 431,720

Haircut on other securities (7,957)

Total haircuts and undue concentration (7,957)

Net capital ' 423,763
Computation net capital requirements

Minimum net capital requirement

6 2/3 percent of net aggregate indebtedness $ 192,682

Minimum dollar net capital required $ 100,000

Net capital required (greater of above) 192,682

Excess net capital $ 231,081

Total aggregate indebtedness $ 2,890,229
Ratio of aggregate indebtedness to net capital 6.82:1

There is a difference of ($208,477) between the net capital computation shown here and the net capital
computation shown on the Company’s unaudited Form X-17A-5 report dated June 30, 2019 (see Note
15).

See Independent Auditors’ Report



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
PURSUANT TO RULE 15¢3-3

AS OF JUNE 30, 2019

SCHEDULE IT

The Company is exempt from the reserve requirements pursuant to Rule 15¢3-3(k)(2)(ii).

See Independent Auditors’ Report



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

INFORMATION RELATING TO THE POSSESSION AND CONTROL
REQUIREMENTS UNDER RULE 15¢3-3

AS OF JUNE 30, 2019

SCHEDULE III

Information relating to possession or control requirements is not applicable to Mutual Securities,
Inc. as the Company qualifies for exemption under Rule 15¢3-3(k)(2)(ii).

See Independent Auditors’ Report
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Certified Public Accountants 9301 Oakdale Avenue, Suite 230 Telephone: (818) 895-1943
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
APPLYING AGREED-UPON PROCEDURES

To the Board of Directors and Stockholders
of Mutual Securities Inc.

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act of 1934
and in the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which are enumerated below
and were agreed to by Mutual Securities Inc. and the SIPC, solely to assist you and SIPC in evaluating Mutual
Securities.Inc.’s compliance with the applicable instructions of the General Assessment Reconciliation (Form
SIPC-7) for the year ended June 30, 2019. Mutual Securities Inc.’s management is responsible for its Form
SIPC-7 and for its compliance with those requirements. This agreed-upon procedures engagement was
conducted in accordance with standards established by the Public Company Accounting Oversight Board
(United States) and in accordance with attestation standards established by the American Institute of Certified
Public Accountants. The sufficiency of these procedures is solely the responsibility of those parties specified
in this report. Consequently, we make no representation regarding the sufficiency of the procedures described
below either for the purpose for which this report has been requested or for any other purpose. The procedures
we performed and our findings are as follows:

1) Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records
entries, noting no differences;

2) Compared the Total Revenue amount reported on the Annual Audited Report Form X-17A-5 Part 11l for
the year ended June 30, 2019 with the Total Revenue amount reported in Form SIPC-7 for the year ended
June 30, 2019, noting no differences;

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers,
noting no differences;

4) Recalculated the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related
schedules and working papers supporting the adjustments, noting no differences; and

5) Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7 on
which it was originally computed, noting no differences.

We were not engaged to and did not conduct an examination or review, the objective of which would be the
expression of an opinion or conclusion, respectively, on Mutual Securities Inc.’s compliance with the
applicable instructions of the Form SIPC-7 for the year ended June 30, 2019. Accordingly, we do not express
such an opinion or conclusion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

This report is intended solely for the information and use of Mutual Securities Inc. and the SIPC and is not
intended to be and should not be used by anyone other than these specified parties.

St Edonn Elonly e

Farber Hass Hurley LLP
Chatsworth, California

August 29,2019
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SIPG-7 ' 202.371-8300 SIPC-7
(33-REV 7/10) General Assessment Reconciliation (33-REV 7/10)

For the fiscal year ended 06/30/2019
(Read carefully the instructions in your Working Copy before completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

WARVKINEL ANADV

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:
Note: If any of the information shown on the
28580 FINRA JUN mailing label requires correction, please e-mail
Mutual Securities Inc any corrections to form@sipc.org and so
PO Box 2864 indicate on the form filed.
Camarillo, Ca 93011-2864 Name and telephone number of person to
contact respecting this form.
| | Nicholas Damiani
2. A. General Assessment (item 2e from page 2) § 9999
B. Less payment made with SIPC-6 filed (exclude interest) ( 2813 )
4/26/19
Date Paid
C. Less prior overpayment applied ( 0 )
D. Assessment balance due or (overpayment) 3186
E. Interest computed on late payment (see instruction E) for______ days at 20% per annum 0
F. Total assessment balance and interest due (or overpayment carried forward) $3186
G. PAYMENT: W the box
Check mailed to P.O. Box / Funds Wired 31
Total (must be same as F above) $:3186
H. Overpayment carried forward $( 0 )

3. Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number):

The SIPC member submitting this form and the

person by whom it is executed represent thereby Mutual Securities. Inc
that all information contained herein is true, correct i .

and complete (NamWomer organization)

L AhattoTized Signature)
Dated the 26 day of August , 2019 | Chief Operating Officer
(Title)

This form and the assessment payment is due 60 days after the end of the fiscal year. Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an easily accessible place.

e= Dates:

= Postmarked Received Reviewed

[T}

u;_l Calculations Documentation — Forward Copy
m .

c> Exceptions:

o

o Disposition of exceptions:



DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT . .
Amounts for the fiscal period
beginning 7.1.18
and ending s

Eliminate cents
Item No.

2a. Tolal revenue (FOCUS Line 12/Part I1A Line 9, Code 4030) $27552076

2b. Additions:
{1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and
predecessors not included above.

(2) Net loss from principal transactions in securities in trading accounts.

(3) Net loss from principal transactions in commodities in trading accounts.

(4) Interest and dividend expense deducted in determining item 2a.

{5) Net loss from management of or participation in the underwriting or distribution of securities.

(6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriting or distribution of securities.

(7) Net loss from securities in investment accounts.

Total additions

2¢. Deductions:
(1) Revenues from the distribution of shares of a registered open end investment company or unit
investment trust, from the sale of variable annuities, from the business of insurance, from investment
advisory services rendered to registered investment companies or insurance company separate 22506176
accounts, and from transactions in security futures products.

(2) Revenues from commodity transactions.

{3} Commissions, floor brokerage and clearance paid to other SIPC members in connection with
securities transactions. 887234

(4) Reimbursements for postage in connection with proxy solicitation.

(5) Net gain from securities in investment accounts.

{6) 100% of commissions and markups earned from transactions in (i) certificates of deposit and
(ii) Treasury bills, bankers acceptances or commercial paper that mature nine months or less
from issuance date.

(7) Direct expenses of printing advertising and legal fees incurred in connection with other revenue 155090
related to the securities business (revenue defined by Section 16(9)(L) of the Act).

(8) Other revenue not related either directly or indirectly to the securities business.
(See Instruction C):

(Deductions in excess of $100,000 require documentation)

{9) (i) Total interest and dividend expense (FOCUS Line 22/PART {IA Line 13,
Code 4075 plus line 2b(4) above) but not in excess 4365
of total interest and dividend income. $

(i) 40% of margin interest earned on customers securities

accounts (40% of FOGUS line 5, Code 3960). $

Enter the greater of line (i) or (ii) 4365

Total deductions 23552865
2d. SIPC Net Operating Revenues $ 3999211
2¢. General Assessment @ .0025 This rate used before 1/1/2017 $ ©999

(to page 1, line 2.A.)
2



MUTUAL SECURITIES, INC. OF CALIFORNIA
dba MUTUAL SECURITIES, INC.

SCHEDULE OF SECURITIES INVESTOR PROTECTION CORPORATION
ASSESSMENTS AND PAYMENTS

FOR THE YEAR ENDED JUNE 30, 2019

Amount
Total assessment $ 5,999
SIPC-6 general assessment
Payment made on April 26, 2019 (2,813)
SIPC-7 general assessment
Payment made on July 24, 2019 (3,186)
Total assessment balance
(overpayment carried forward) $ 0

See Independent Auditors’ Report



AA_MUTUAL SECURITIES, inc.

Member FINRA, SIPC « Est. 1982

Assertions Regarding Exemption Provisions

We, as members of management of Mutual Securities, Inc. of California dba Mutual Securities,
Inc. (“the Company”), are responsible for compliance with the annual reporting requirements
under Rule 17a-5 of the Securities Exchange Act of 1934. Those requirements compel a broker
or dealer to file annuals reports with the Securities Exchange Commission (SEC) and the broker
or dealer’s designated examining authority (DEA). One of the reports to be included in the

annual filing is an exemption report prepared by an independent public accountant based upon a
review of assertions provided by the broker or dealer. Pursuant to that requirement, the

management of the Company hereby makes the following assertions:

The Company claims exemption from the custody and reserve provisions of Rule 15¢3-3 by
operating under the exemption provided by Rule 15¢3-3, Paragraph (k)(2)(ii).

The Company met the identified exemption provision without exception throughout the fiscal
year ending June 30, 2019.

Mutual Securities, Inc. of California dba Mutual Securities, Inc.

By:

(Nick Damiani, Finan€aT & Operations Principal)

08/26/2019

(Date)

P.O. Box 2864, Camarillo, CA 93011-2864
(805) 764-6740 » FAX: (805) 987-4300
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Mutual Securities Inc.

Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Mutual Securities Inc. as of June 30,
2019, 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 Mutual Securities Inc. as of
June 30, 2019 in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of Mutual Securities Inc.’s management. Our responsibility is to
express an opinion on Mutual Securities Inc.’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 Mutual Securities Inc. 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 statements. 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
statements. We believe that our audit provides a reasonable basis for our opinion.

O s o

Farber Hass Hurley LLP
We have served as Mutual Securities Inc.’s auditor since 2018.
Chatsworth, California

August 29, 2019
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
of Mutual Securities Inc.

We have reviewed management's statements, included in the accompanying Exemption Report Requirement
for Broker/Dealers Under Rule 17a-5 of the Securities Exchange Act of 1934, in which (1) Mutual Securities
Inc. identified the following provisions of 17 C.F.R. §15¢3-3(k) under which Mutual Securities Inc. claimed an
exemption from 17 C.F.R. §240.15¢3-3: k(2)(ii) (the “exemption provisions") and (2) Mutual Securities Inc.
stated that Mutual Securities Inc. met the identified exemption provisions throughout June 30, 2019, the most
recent fiscal year without exception. Mutual Securities Inc.’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 Mutual Securities Inc.’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.

St o Elonlly et

Farber Hass Hurley LLP
Chatsworth, California
August 29, 2019



