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OATH OR ARFIRMATION
' Vincent E. McCarley

, swear (or affirm) that, (o the best of
my knowledge and belicf the eccompanying financial steteiment and supportisg schedules pertalning to the firm of
Backstrom McCarley Berry & Co., LLC , as
of _ December 31 ,20 2018 are truemndcorrect. [ further swear (or affinn) that
neither the company nor auny partner, proprietor, principal officer or directorhas sny proprietary interest ic any sccount
classified solely as that of a customer, excep! as follows:

I &

Signaly

<@

Title

Notary Public

This report ** containg (check all applicable boxes):
(a) Facing Pape.
{b) Statement of Pinancial Condition.
B (c) Statement of Tncome (Loss).
M (d) Statencnt of Changes in Financial Condition,
R4 (s) Statementof Changes in Stockhalders’ Equity oc Partners' or Sole Fropretors” Capital.
| (f) Statement of Chainges in Liabilities Subordinated to Claims of Creditors.
E’(g) Compulation of Net Capital.
(h) Computation far Determination of Reserve Requirsments Pursuant i Rule 15¢3-3.
() Information Relating to the Possession or Control Requiraments Under Rule 15¢3-3.
() A Reconciliation, inoluding appropriate explanation afthe Coampntation of Net Capital Under Rule 1 5¢3-1 and the
Caomputation for Dstermination of the Reserve Requiremants Under BxMbit A of Rule 15¢3-3,
H (k) A Reconciliation between the audited and unandited Statements of Financlsl Condition with respect 1o methods of
oonsoclidation.
[ZI (1) An Oalh or Affirmation.
M {m) A copy of the SIPC Supplemental Repari.
(n) A report describing any marerial inadequacies found o exIst or foundto have exlsted slnce 1he date of the previous audit,

**For conditions of confidential treatment of certain portions of this flling, 1ee reotlon 240.17a-5(c)(3).

A notary publlc or other officer completing thls certificate
verifies only the identity of the individual who signed the
document to which this certlficate Is attached, and not the
truthfulness, accuracy, or valldity of that documsnt.

stale of (oM Cor 15
Countyof  Saw Tranei(sco 14
Subscribed and sworn 1o (ox-afffrmied) before me on this 1Y _dayof _ Febtvery
go\t by
\Vineent I eladey proved to me on the basls of satisfactory evidences to be

the person who appeared before me.
. TRISH CASEY
Nolary Public =7 Z&Z‘ Coctess, Xjphoma )70)07 +€ Nmm-ca?::n;‘a
et 20t
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DAVE BANERIJEE, CPA

An decomntancy Corporation - Member AICPA and PCAOB
21860 Burbank Bivd., Suite (50, Woodland Hills, CA 913676 (818) 65702886 FAX (818) 657-02956 (818) 312-3283

Report of Independent Registered Public Accounting Firm
To the Members of Backstrom McCarley Berry & Co., LLC

Opinlon on the Finanelal S(atements
We have audited the accompanying statetnent of financial condition of Backstrom McCarley Berry & Co., LLC (the
“Company") as of December 31, 2018, the related statement of income, changes in member’s equity and cash flows,
for the year 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 the Company as of December
31, 2018, and the results of its operations and its cash flows for the year thea ended, in conformity with accounting
principles generally accepted in the United Stales of America.

Basis for Opinton
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an
opinion on the Company’s financial statements based on our audit. We are a public eccounting firm registered with
the Public Company Accounting Oversight Board (United States) (“PCAOB") and are required to be independent
with respect to the Company in accordance with the U.S. federal securitiss laws and the applicable rules and
regwlations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits 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 (o error or fraud. Our audlt Iincluded performing procedures to assess the risks of materia)
misstatement of the financial slatements, whether due to error or fraud, and performing procedures that respond to
thoso risks. Such procedures included exarnining, 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, 23 well as evaluating the overal!l presentation of the financial statements. We believe that our
audit provides a reasonable basis for our opinion.

Supplemental Information

The information contained in Schedufe 1, 1, and 11l (“Supplemental Informallon™) has been subjected to audit
procedures performed in conjunction with the audit of the Company’s financial statements, The Supplemental
Inforinalign is the responsibifity of the Company’s management. Our audit procedures fncluded determining
whether the Supplemental [nformation reconciles to the financial statements or the underlying accounting and other
records, as applicable, and performing procedures 1o test the completenoss and accuracy of the information
presented in the Supplemental Information. [n forming our opinion on the Supplemental Information, we evaluated
whether the Supplemental Informstion, including its form and conteni is presenfed in conformity with 17 C.F.R, §
240.17a-5. [n ous opinion, Schedules 1, I, and 11l are fairly stated, in all materjal respects, in refation to the
financial statements taken as a whole.

q—“l ;Q‘N‘ KH

Dave Banerjee CPA, an Accountancy Corporation
We have served as the Company's auditor since 2018.
Woodland Hills, California

February 22, 2019



BACKSTROM MCCARLEY BERRY & CO., LLC
Statement of Financlal Condition
December 31, 2018

Assets
Cash
Deposit With Clearing Organization

Custamer Accounts Receivable
Prepaid Expenses

Total assets
Liabilities and Members' Equity

Llabilities

Accounts Payable And Accrued Expenses
Pension Payables

Total liabilities
Commitments and contingencies
Members' Equity

Members' Equity

Total Members' Equity
Total Liabilities And Members' Equity

$ 217,120
807,666
25,104
43,437

$ 1093327

$ 33,546
400,000

433,546

659,781

659,781

$ 1,083,327

The accompanying notes are an integral part of these financial statements.
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BACKSTROM MCCARLEY BERRY &CO., LLC
Statement of Income
For The Year End December 31,2018

Revenues
Underwriting fees $ 728,465
Financial advisory fees 1,612,832
Commissions 200,831
(nterest income 2,603
Other income 22,769
Total revenues 2,487,500
Expenses
Employee compensation and benefits 1,358,875
Commission expanses 178,184
Communication and data processing 100,228
Occupancy 119,398
Profassional fees 202,975
Insurance 137,701
Travel expenses 167,578
Other operating expenses 191,396
Total expenses 2,456,336
Net income (l0ss) betore income tax provision 11,164
Income tax provision 6,800
Net income (loss) $ 4,364

The accompanying notes are an integral pavt of these financial sialements.
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BACKSTROM MCCARLEY BERRY &CO,, LLC
Statement of changes in Members' Equity
For the Year Ended December 34,2018

Total
Members'
Equity
Balance at December 31, 2017 $ 705417
Capital distributions (50,000)
Net income (loss) 4,364
Balance at December 31, 2018 $ 659,781

The accompanying nofes are an integral part of these financial statements.
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BACKSTROM MCCARLEY BERRY & €O, LLC
Statement of Cash Flows

December 31, 2018

Cash flow from operating activitles:
Net Income (loss)
Adjustments to reconclle net income (loss) to net

cash and cash equivalents provided by (used in) operating activilies:

(Increase) decrease in :

Deposit at clearing firm

Accounts receivable

Prepaid expenses

(Decrease) increass in :

Accounts payable and accrued expenses
Pension payables

Total adjustments

Net cash and cash equivalents usad in operating actlvities

$

Net cash and cash equivalents provided by (used in) Investing activities -

Cash flow from financing activitles
Capital distributions

Net cash and cash equlvalents used In financing activities

Net increase (decreasa) In cash and cash equlvalents
Cash and cash equivalents at December 31, 2017
Cash and cash equlvalents at December 31, 2018

Cash paid during the year for:
Interest
income taxes

(-2

$ 4,364
(40,043)
50,833
(6.,815)
(1,130)
(155,000)

(153,055)

(148,691)
(50,000)

(50,000)

(198.691)

415,811

$ 217,120
6,800

The accompanying notes are an imegral part of these finoncial statements.
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BACKSTROM MCCARLEY BERRY & CO,, LLC
Notes to Financial Statements
December 31, 2018

NOTE 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organizalion

Backstrom McCardey Berry & Co., LLC (the “Company") was organized in the State of
California on June 4, 2002. The Company is a registered broker-dealer in securities under the
Securities and Exchange Act of 1934. The Company is a member of the Financial Industry
Regulatory Authority ("FINRA"), and the Securities Investor Protection Corporation ("SIPC™),
and is registered with the Municipal Securities Rulemaking Board (‘MSRB").

The Company provides public finance services as a municlpal securities broker-dealer,
government securilles broker-dealer, non-profit securities broker-dealer, and financia!
advisor. Regarding municipal fixed income securities, the Company services primarily major
institutional clfients and speclalizes In selling bonds to smail and medium sized institutional
buyers, in addition to retall clisnts of bank trust departments, money managers, and advisors.

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
sacurties transactions for customers. Accordingly, the Company is exempt from the
requirement of Rule 15¢3-3 under the Sacurities Exchange Act of 1934 pertaining to the
possession or control of customer assets and resarve requirements.

Summary of Significant Accounting Policies

The presentation of financlal statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financlal statements and the reported
amounts of revenue and expenses during the reporling period. Actual results could differ from
those estimates.

For purposes relating to the Statement of Cash Flows, the Company has dsfined cash
equivalents as highly liguid investments, with original maturitiss of less than three months, that
are not held for sale in the ordinary course of business.

The accompanying notes are an integral part of these financial staienients.
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BACKSTROM MCCARLEY BERRY &CO,, LLC
Notes to Financial Statements
December 31, 2018

NOTE 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Accounts recelvable are stated at face amount with no allowance for doubltful accounts. An
allowance for doubtful accounts is not considered necessary because probable
uncollactible accounts are immaterial.

Securities transactions are recorded on a frade date basis with related commission

income and expenses also recorded on g frade date basis. Underwriting fees are recorded at
the time the underwriting Is eomplated and the income ig reasonably determined. Financial
advisory fees are recognized as earned on a pro rata basis over the ferm of the contract.

Adverlising costs are expensed as incurred. For the year ended December 31, 2018,
advertising expense was $4,248,

The Company, with the consent of its Members, has elected to be a California Limited Liability
Company. For tax purposes the Company is treated like a partnership, therefore in lieu of
business income taxes, the Members are taxed on the Company's taxable income.
Accordingly, no provision or liability for Federal Income Taxes is included in these financial
statements.

NOTE 2: DEPOSIT AT CLEARING FIRM

The Company has a brokerage agreement with its clearing firm to carry its account and the
accounts of its clients as customers of the clearing firm. The clearing firm has custody of the
Company's cash balances which serve as collateral for any amounts due to the clearing firm
as well as collateral for securities sold short or securities purchased on margin. Interest is
paid monthly on these cash deposits at the average ovarmnight repurchase rate. The balance
at Decernber 31, 2018 was $807,666.

NOTE 3: INCOME TAXES

As discussed in the Summary of Significant Accounting Policies (Note 1), all tax sffects of the
Company's income or loss are passed through to the members. Therefore, no provision or
liability for Federal Income Taxes in included in these financial statements.

The accompanying notes are an integral part of these financial statements.
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BACKSTROM MCCARLEY BERRY & CO,, LLC
Notes to Financlal Statements
December 31, 2018

The Company is subject to & limited llabliity company gross receipts tax, with a minimum
franchise tax. As of December 31, 2018, the Income tax pravision consists of the following:

Franchise tax $ 800
Gross receipis tax 6,000
Total income tax provisions $ 6,800

NOTE 4. PENSION PLAN

The Company provides certain retiterent benefits to its eligble employees. [n accordance
with Financial Accounting Standard Board ASC 712, such cosls are to be accounted for on the
acerual basis. Effective January 1, 2012, the Company adopted a qualified 401(K) Profit
Sharing Plan (the “Plan”). All employees, 18 years of age or older, are sligible to participate in
the Plan, provided they have been employed for more than a year with the Company. The
employer's non-elective profit sharing contributions vest 100% after three years. The Company
profit sharing contributions are discretionary and are determined each year by the Company.
At December 31, 2018, the Company has accrued $400,000 of contributions.

NOTE 6: COMMITMENTS AND CONTINGENCIES

Contingencies

The Company maintains bank accounts at flnancial 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,
cash balances held in financial institutions were in excess of tha FDIC and SIPC's insured
limits. The Company has not experienced any losses in such accounts and management
believes that it has placed its cash on deposit with financial institutions which are financially
stable,

Commitrents

The Company has obligations under a operating isase with initial non-cancelable terms in
excess of one year. The current lease agreement expires in 2022. Throughoul the year of
2018 the company has paid rent of $119,399, which includes utilities and other related
expenses. As of December 31, 2018, the approximate aggregate annual payments under this
lease agreement are as follows:

The accompanying notes are an infegral part of these financial slatenients.
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BACKSTROM MCCARLEY BERRY & CO., LLC
Notes to Financlal Statements
December 31, 2018

Year Ending December 31,

2019 § 91,315
2020 94,054
2021 96,876
2022 49,154

NOTE 8: GUARANTEES

FASB ASC 460, Guarantess, requires the Company to disclose information about its
obligations under certain guarantee arrangements. FASB ASC 480 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, liabilty or equity security of a
gusranteed 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 December 31, 2018 or during the year then ended.

NOTE 7: CONCENTRATION OF CREDIT RISK

The Company is engaged in various trading and brokerage aclivities in which counter-parties
primarily Include broker-dealers, banks, and other financial inslitulions. In the event countar-
partias do not fulfill thelr obligations, the Company may be exposed to risk. The risk of default
depends on the craditworthiness 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 8: SUBSEQUENT EVENTS

The Company has evaluated events subsequent to the balance sheet date for items requiring
racording or disclosure in the financial statements. The svaluation was performed through the
date the financial statements were available to be issuad on February 22, 2019. Based upon
this review, the Company has determined that there were no events which took place that
would have a material impact on its financial statements.

The accompanying notes are an (nfegral part of these financial statemens,
9



BACKSTROM MCCARLEY BERRY & CO,, LLC
Notes to Financial Statements
December 31, 2018

NOTE 9: RECENTLY ISSUED ACCOUNTING STANDARDS

In May 2014, the Financlal Accounting Standards Board ("FASB") issued Accounting

Standards Update ("ASU") 2014-09, Revenue from Contracts with Customers: Topic 6086, to
supersede nearly all existing revenue recognition guidance under GAAP. In August 2015, the
FASB Issued ASU 2015-14, Revenue from Contracts with Customers: Deferral of the Effective
Date, which deferred the effective date for implementation of ASU 2014-09 by one year and Is
now effective for annual reporting periods beginning after December 15, 2017, with early
adoption permitted but not earlier than the original effective date. ASU 2014-09 also requires
new qualltative and quantitative disclosures, including disaggregation of revenuss and

descriptions of performance obligations. The new standard was adopted January 01, 2018
using the modified retrospective method. The Company has psrformed an assessment of its
revenus contracts as well as worked with industry panticipants on matiers of interpretation and
application and has not identified any material changes to the fiming or amount of its revenue
recognition under ASU 2014-09. The Company's accounting policies did not change materially
as a result of applying the principles of revenue recognition from ASU-2014-09 and are largely
consistent with existing guidance and current practices applied by the Company.

NOTE 10: NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule {SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to
1. Rule 15c3-1 also provides that equity capital may not be withdrawn or cash dividends paid
if the resulting het capital ratio woutld exceed 10 to 1. Net capital and aggregate indebtedness
change day to day, but on Dacember 31, 2018, the Company had net capital of $391,240
which was $881,240 In excess of its required net capital of $100,000; and the Company's ratio
of aggregate indebtedness of $33,546 to net capital was 0.03 {0 1.

The accompanying wotes are an inlegral pari of these financial stalements,
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BACKSTROM MCCARLEY BERRY &C0O,, LLC
Schedule | - Computation of Net Capital Requirements

Pursuant to Rule 15¢3-1
As of December 31, 2018

Computation of net capital

Members' Equity $

Total Members' Equity

Add:
Other allowable credits

Total Members' Equity qualified for net capltal

Account recelvable, net
Prepaid expenes

Total non-allowable assets
Net Capital

Computation of net capital requirements
Minimum net capltal requirement
6 2/3 percent of net aggregate indebtedness
Minimum dollar net capital required
Net capital required (greater of above)
Excess net capltal
Aggregate indebtedness

¥ P

Ratio of aggregate indebtedness to net capital

(43,437)

100,000

659,781
$ 659,781
400,000
1,059,781
(25,104)
(68,541)
991,240
2,236
100,000
$ 891,240
$ 33,546
0.03:1

There was no material difference between net capital computation showned here and the
net capital computation shown on the Company's unaudited Form X-17A-5 reported dated

December 31, 2018.

[



BACKSTROM MCCARLEY BERRY & €O, LLC

Schedule Il and Schedule lll- Computation for Determination of the Reserve
Requirements and Information Relating to Possession or Control Requirements For
Brokers and Dealers Pursuant to SEC Rule 16¢3-3

as of December 31, 2018

The Company is exempt from the provision of Rute 15¢3-3 under paragraph (k)(2)(ii) in
that the Company carries no accounts, does not hold funds or securities for, or owe money
or securities to customers. The Company will effectuate all financial transactions on

behelf of its customers on a fully discloged basis. Accordingly, there are no items to report
under the requirements of this Rule.

12



DAVE BANERJEE, CPA

oration — Member AICPA und PCAQB
21860 Burbark Blvd,, Suite 150, Wood!and Hills, CA 91367® (818) 65702383 ® FA X (818) 857-02596 (818) 3123283

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Members of Backstrom McCarley Berry & Co., LLC

We have reviewed management's statements, included in the acconpanying Backstrom McCarley Bemry
& Co., LLC (“the Company”} Exemption Report in which (1) the Company identified the following
provisions of {7 C.F.R. §15¢3-3(k) under which the Company claimed an exemption from 17 C.F.R.
§240. 15¢3-3: (K)(2)(ii) (the “exemption provision”) and (2) the Company stated that it et the identified
exemption provision throughout the most recent fiscal year of 2018, without exception. Company's
maragement is responsible for compliance with the exemption provision 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
oblain evidence about the Company's compliance with the exemmption provision. 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 tnade 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 Rufe 15¢3-3 under the Securities Exchange Act of 1934,

r——B B - K.,,_,

Dave Banerjee CPA, an Accountancy Corporation
We have served as the Company's auditor since 2018.
Woodiand Hills, California

February 22,2019
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‘ B Backstrom McCarley Berry & Co., LLC

Assertions Regarding Exemption Provisions

We, s members of management of Backsirom McCarley Berry & Co., LLC ("the Company"),
are responsible far compliance with the annuzl reporting requirements under Rule 17a-5 of the
Securities Exchange Act of 1934, Those requirements compel & broker or dealer to file annuals
reports with the Securities Exchange Comnission (SEC) and the broker or dealer's designated
examining authority (DEA). One of the reports to be included in the annual filing is an
exernption 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:

Identified Exemption Provision:

The Company claims exemplion from the custody and reserve provisions of Rule 15¢3-3 by
operating under the exemption provided by Rule [5¢3-3, Paragraph(k)(2)(ii).

Statement Regarding Meeting Exemption Provision:

The Company met the identified exemption provision without exception throughout the period
January L, 2018 through December 31, 2018.

Backstrom McCarley Berry & Co., LLC

Vineent E. McCarley, C.E.O
Date: 2/15/19

L |
115 Sansome Street, Mezzanine A ¢ San Francisco, CA 94104 & Tel; 415-392-5505 & Fax: 415-392-5276

Member FINRA. SIRC



DAVE BANERJEE, CPA

An Accountancy Corporation — Member AICPA and PCAOB
21860 Burbank Blvd., Suite 150, Woodland Hills, CA 31367 (818) 657-0288a FAX (818} 657-0299s (818) 312-3283

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON APPLYING AGREED UPON PROCEDURES

To the Members of Backstrom McCarley Berry & Co., LLC

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
Backstrom McCarley Berry & Co., LLC (Company) and the SIPC, solely to assist you and the SIPC in evaluating the
Company’s compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7) for the
year ended December 3 1, 2018. Management of the Company is responsible for its Form SIPC-7 and for its compliance
with those requirements. This agreed-upon procedures engagement was conducted in accordance with the standards of 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 repoit. 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:

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

2. Compared the Total Revenue amounts reported on the Annual Audited Report Form X-17A-5 Part (1l for the year
ended December 31, 2018, with the Total Revenue amounts reported in Form SIPC-7 for the year ended
December 31, 2018 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 Forn SIPC-7 on which it
was originally computed noting no differences.

We were not engaged to, and did not conduct an examination or a review, the objective of which would be the expression
of an opinion or conclusion, respectively, on the Company’s compliance with the applicable instructions of the Form
SIPC-7 for the year ended December 31, 2018. Accordingly, we de 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 the Company and the SIPC and is not intended to be and
should not be used by anyone other than these specified parties.

Sl

Dave Banerjee CPA, an Accountancy Corp.
Woodland Hills, CA
February 22, 2019
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