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INDEPENDENT AUDITORS' REPORT
To The Member of ‘}
STRUCTURED AND ALTERNATIVE SECURITIES LLC
[
We have audited the accompanying statement of financial condition of STRUCTURED\
AND ALTERNATIVE SECURITIES, LLC (the "Company") as of"
December 31, 2005, and the related statements Jof income, changes in member's capital
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under
the Securities Exchange Act of 1934. These ﬁnanc:lal statements are the respons1b1hty
of the Company's management. Our resp0n51b1hty is to express an opinion on these

financial statements based on our audit. i

We conducted our audit in accordance with audi{ting standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial 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 p“resentation. 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 STRUCTURED AND ALTERNATIVE
SECURITIES, LLC as of December 31, 2005 and the results of its operations,
changes in member's capital and its cash ﬂows for the year then ended in conformity
with accounting principles generally accepted 1 1n{ the United States of Araerica.

Our audit was conducted for the purpose of fojrming an opinion on the basic financial
statements taken as a whole. The accompanying information on page eight is presented
for purposes of additional analysis and is not a required part of the basic financial
statements but is supplementary information requ1red by Rule 17a-5 of the Securities
and Exchange Act of 1934. Such 1nformat1}on has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects in relation to the basic financial statements taken as

a whol %C’ (
T T 0Bl econtontin |
|

April 14, 2006
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STRUCTURED AND ALTERNATIVE SECURITIE
STATEMENT OF FINAN CIAI;L CONDITION

December 31, 20d5

ASSETS
Cash

Total Assets

LIABILITIES AND MEMBER'S CAPITAL
Liabilities
Accrued expenses

Total Liabilities

Member's Capital

Total Liabilities and Member's Capital

|
See notes to financial s‘gatements.

J
|

|
|
\

$ 40.807
$ _ 40.807

3 5.975

, 5.975

$ 34832

§ 40807
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STRUCTURED AND ALTERNATIVE SECURITIES, LLC

Revenues

Placement fees

Other expenses
Exchange dues
Professional fees
Subscriptions
Office expense
Total operating expenses

Net income

STATEMENT OF INCOME

Year Ended December 31, 2005
i

See notes to financial stgtements.
|

$ 281.250

4,037
46,125
822

2.108

53.092

$ 228,158




STRUCTURED AND ALTERNATIVE SECURITIES, LLC

STATEMENT OF CHANGES IN MEM‘BER‘S CAPITAL

Balance, January 1, 2005
Contributions
Net income
Distributions

Balance, December 31, 2005

\
Year Ended December 31, 2005

See notes to financial statem‘ents.

$ -

56,674

228,158
—(250.000)
$ 34832




STRUCTURED AND ALTERNATIVE SECURITIES, LLC

STATEMENT OF CASH FLOWS

Year Ended December 3‘ 1, 2005

Cash Flows from Operating Activities

Net income

Adjustments to reconcile income from operations to net cash

provided by operating activities
Changes in assets and liabilities
Accrued expenses

Net cash provided by operating activities

Cash Flows from Financing Activities
Capital contributions
Capital distributions

Net cash used in financing activities

Net increase in cash
Cash, beginning of year

Cash, end of year

See notes to financial sta

tements.

$ 228,158

5.975

234,133

56,674

(250,000)
193.326

40,807

$ 40807



i
STRUCTURED AND ALTERNATIVE SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

A. BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization i
STRUCTURED AND ALTERNATIVE SECURITIES LLC (the "Company") was
incorporated on June 27, 2005, and is a broker- dealer located in Princeton, New Jersey. The
Company is registered with the Securities and Exchange Commission (the "SEC") and the
State Securities Commission of New Jersey and is a member of the National Association of
Securities Dealers, Inc. (the "NASD"). |

The Company assists in the brokerage of private placements of securities and assists as
structuring and placement advisor in the securitization of pools of structured and/or asset or
collateralization-based finance vehicles.

Cash _
For the purpose of the statement of cash flows, cash includes time deposits, certificates of

deposit and all highly liquid debt instruments with original maturities of three months or
less.

Income Taxes

Pro rata income from the Company flows through to the member's individual Federal and
State income tax returns. The Company is not a itaxpaying entity for the purpose of Federal
and State income taxes, and thus, no income taxes have been recorded in these financial

statements. ﬁ
| |

Use of Estimates
The preparatlon of financial statements in conformlty with accounting principles generally
accepted in the United States of America requlres the Company to make estimates and
assumptions that affect certain related amounts and disclosures. Accordingly, actual results
could differ from those estimates. i
\
\

\
The Company is a registered broker-dealer subject to the SEC Umform Net Capital Rule

15¢3-1. This rule requires that the Company maintain minimum net capitzl, as defined, of at
least the greater of $5,000 or 6 2/3% of aggregate ‘indebtedness, as defined. Net capital and
aggregate indebtedness change from day to day, but as of December 31, 200%, the Company had
net capital of $34,832, which exceeded its requireme?ts of $5,000 by $29,8322.

B. NET CAPITAL REQUIREMENTS

C. MAJOR CUSTOMERS

The Company participated in only one placement of securities and thus generated all of its
placement fee revenue from one issuer. |




STRUCTURED AND ALTERNATIVE SECURITIES, LLC

NOTES TO FINANCIAL STATEMENTS

RELATED-PARTY TRANSACTIONS

The sole member and owner of the Company providFs advisory and management services to the
Company without compensation. Capital distributions of $250,000 were made to the sole

member and owner for the year ended December 31, 2005.

\
PROFESSIONAL FEES

In accordance with applicable accounting standards, professional fees of $35,000 incurred in
connection with the organization of the Company have been recorded within professional fees
in the Statement of Income for the year ended December 3 1, 2005.
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STRUCTURED AND ALTERNATIViE SECURITIES, LLC
COMPUTATION OF NET CAPITAL Ul\‘IDER SEC RULE 15¢3-1

As of December 31, 12005

Member's Capital | 3 34832
Deductions: Non-allowable assets ‘ ) .

Non-allowable assets - -

Net capital 34,832
Minimum capital requirement . 5.000
Net capital in excess of minimum requirement | 3 29832
Aggregate indebtedness B 5.975
Ratio of aggregate indebtedness to net capital _0.1715t0 1

Reconciliation with Company's computation (included in Part I A of Form X-17A-% as of
December 31, 2005). :

Net capital, as reported in Company's Part II (unaudited) FOCUS report  § 39,832

Audit adjustments (net) ____(5.000)
Net capital per above 1 $__ 34832

The Company claims an exemption from SEC Rule 15¢3-3 under the (k)(2)(i) provision, and therefore,
no computation for determination of reserve requirements was necessary.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5

1
To the Member of |
STRUCTURED AND ALTERNATIVE SE(‘,‘URITIES LLC
In planning and performing our audit of the ﬁnan01a1 statements of STRUCTURED»,\_
AND ALTERNATIVE SECURITIES, LLC (the "Company") for the year ended
December 31, 2005, we considered its 1nterna1‘ control, including control activities for
safeguarding securities, in order to determine our auditing procedures for the purpose
of expressing our opinion on the financial statements and not to provide assurance on

the internal control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the
"SEC"), we have made a study of the practices and procedures followed by the
Company, including tests of compliance with such practices and procedures that we
considered relevant to the objectives stated in Rule 17a-5(g) in making the periodic
computations of aggregate indebtedness and net capital under Rule 17a-3(a)(11) and
determining compliance with the exemptive provisions of Rule 15¢3-3. Because the
Company does not carry securities accounts: for customers or perform custodial
functions relating to customer securities, we did not review the practices and
procedures followed by the Company in making the quarterly securities examinations,
counts, verifications and comparisons and thel recordation of differences required by
rule 17a-13 or in complying with the requ1rements for prompt payment for securities
of Section 8 of Regulation T of the Board \of Governors of the Federal Reserve

System.

\
|

The management of the Company is responjsible for establishing and maintaining
internal control and following the practices and procedures referred to in the preceding
paragraph. In fulfilling this responsibility, estlmates and judgments by management
are required to assess the expected benefits and related costs of conirols and of the
practices and procedures referred to in the preceding paragraph and to assess whether
those practices and procedures can be expected to achieve the SEC's above-mentioned
objectives. Two of the objectives of internal cc}mtrol and the Company’s practices and
procedures are to provide management with rieasonable, but not absolute, assurance
that assets for which the Company has responsibility are safeguarded against loss from

unauthorized use or disposition and that transactions are executed in accordance with

P.O. Box 7648 = Princeton, Nf 08543-7648 * 609.689.9700 ¢ Fax 609.689.5720 9

www.mercadien.com

Formerly The Mount Ritter Group, pc




INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5(CONTINUED)

management's authorization and recorded properly to permit the preparation of financial statements
in conformity with accounting principles generally accepted in the United States of America. Rule
17a-5(g) lists additional objectives of the practices and procedures in the preceding paragraph.

\
Because of inherent limitations in any internal control or the practices and procedures referred to
above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them to
future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operatlon may deteriorate. Cur consideration
of internal control would not necessarily disclose all matters in internal contrcl that might be
material weaknesses under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition under} which the design or operation of the
specific internal control components does not reduce to a relatively low level the risk that errors or
fraud in amounts that would be material in relation to the!financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matter:s involving internal control, including
control activities for safeguarding securities, that we consider to be material weaknesses as defined
above. 1

We understand that practices and procedures that accomphsh the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance
with the Securities Exchange Act of 1934 and related regulatlons and that practices and procedures
that do not accomplish such objectives in all material respects indicate a material inadequacy for
such purposes. Based on this understanding and on our study, we believe that at December 31,
2005, the Company's practices and procedures were adequajte to meet the SEC's objectives.

This report recognizes that it is not practical in an organizat!ion of the Company's size to achieve all
of the divisions of duties and cross-checks generally included in a system of internal accounting
control and that, alternatively, greater reliance must be placed on surveillance by management.

This report is intended solely for the information and use of| \the board of directors, rnanagement, the
SEC, the NASD Regulation, Inc. and other regulatory agencies that rely on Rule 17a-5(g) under the
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers and is not
intended to be and should not be used by anyone other than these specified parties.

A C.

Gw%@%éo (Leenmrtaslin |
April 14, 2006
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