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Your Vision Our Pocus

The Member

Petro Capital Securities LLC

Dallas Texas

We have audited the accompanying statement of financial condition of Petro Capital Securities LLC the

Company as of December 31 2011 and the related statements of income and members capital and cash

flows for the year then ended that you are filing pursuant to Rule 7a-5 under the Securities Exchange Act of

1934 These financial statements are the responsibility of the Companys management Our responsibility is

to
express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing 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 test

basis evidence supporting the amounts and disclosures in the financial statements An audit also includes

assessing the accounting principles used and significant estimates made by management as well as evaluating

the overall financial statement presentation We believe that our audit provides reasonable basis for our

opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

condition of Petro Capital Securities LLC at December 31 2011 and the results of its operations and cash

flows for the year then ended in conformity with accounting principles generally accepted in the United States

of America

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as

whole The supplementary information contained in Schedule Schedules II III and IV are not applicable

required by Rule 17a-5 under the Securities Exchange Act of 1934 is presented for purposes of additional

analysis and is not required part of the financial statements Such information is the responsibility of

management and was derived from and relates directly to the underlying accounting and other records used to

prepare the financial statements The information has been subjected to the auditing procedures applied in the

audit of the financial statements themselves and other additional procedures including comparing and

reconciling such information directly to the underlying accounting and other records used to prepare the basic

financial statements or to the financial statements themselves and other additional procedures in accordance

with auditing standards generally accepted in the United States of America In our opinion the information is

fairly stated in all material respects
in relation to the basic financial statements taken as whole

LbI
Certified Public Accountants

February 10 2012

Turner Stone Company LL.P

Accountants and Consultants

12700 Park Central Drive Suite 1400

DallasTcxas 75251

Telephone 972-239-1660/FacsImile 972-239-1665 JNAA
Toll Free 877-853-4195 gQ

SIte tw-nerstone.corn NIERNAnoN4L TWoRX ACCOUNTAflS At uomaS

Independent Auditors Report



PETRO CAPITAL SECUTRJTIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 312011

Assets

Current assets

Cash 114804

Prepaid management fees to Parent Note 670538

Total current assets 785342

Liabilities and Members Capital

Current liabilities

Accounts payable 2482

Accrued state margin tax 45080

Total current liabilities 47562

Members capital 737780

785342

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC

STATEMENT OF INCOME AND MEMBERS CAPITAL

FOR THE YEAR ENDED DECEMBER 31 2011

Revenues 7840000

Operating expenses

Office services charged by Parent Note 5665653

Incremental allocation services fee Note 457968

Commisions 1138500

Registration fees 35518

Professional fees 9500

7307139

Income before state margin tax 532861

Provision for state margin tax 45080

Net income 487781

Members capital at beginning of year 249999

Members capital at end of year 737780

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31 2011

Cash flows from operating activities

Net income 487781

Changes in operating assets and liabilities

Prepaid management fees 478096
Accounts payable 2482

Accrued state margin tax 45080

Net cash provided by operating activities 57247

Cash flows from investing activities

Net cash used in investing activities

Cash flows from financing activities

Net cash used in financing activities

Increase in cash 57247

Cash at beginning of year 57557

Cashatendofyear 114804

The accompanying notes are an integral part of the financial statements



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business and operations

Petro Capital Securities LLC Company is limited liability company organized in the State of Texas

on March 26 2004 and is wholly-owned subsidiary of Petro Capital Advisors LLC Parent The

Company is broker-dealer registered with the Securities and Exchange Commission SEC and the

Financial Industry Regulatory Authority FllJRA The Company provides private placement of debt and

equity securities as well as providing advisory services for mergers and acquisitions and corporate

finance

Revenue recognition

The Company earns fees commissions and receives financial instruments in exchange for the services it

provides and recognizes revenue when the Company has completed its contractual obligations and

collection is reasonably assured

Customer concentrations

For the year ended December 31 2011 the Company had the following customer concentrations with

respect to its revenues

Percentage of

Revenues

Customer 53%

Customer 21%

Customer 15%

Management estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenues and expenses during the reporting period Actual results could differ from

those estimates

Cash flows

The Company maintains its cash in financial institution which at times may exceed federally insured

limits At December 31 2011 the Federal Deposit Insurance Corporation FDIC provides unlimited

insurance coverage of noninterest-bearing transaction accounts per depositor per bank and coverage of up

to $250000 for interest bearing accounts At December 31 2011 the Companys cash was maintained in

non-interest bearing transaction account and therefore none of the Companys cash was in excess of

federally insured limits

For purposes of the statement of cash flows cash includes demand deposits time deposits and short-term

cash equivalent investments with maturities of less than three months at the date of purchase At

December 31 2011 the Company had no such cash equivalents included in cash None of the

Companys cash is restricted



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

Fair value measurements

The Financial Accounting Standards Board FASB Accounting Standards Codification ASC Topic

820 Fair Value Measurements and Disclosures defines fair value establishes framework for

measuring fair value in accordance with U.S generally accepted accounting principles and requires

certain disclosures about fair value measurements In general fair values of financial instruments are

based upon quoted market prices where available If such quoted market prices are not available fair

value is based upon internally developed models that primarily use as inputs observable market-based

parameters Valuation adjustments may be made to ensure that financial instruments are recorded at fair

value These adjustments may include amounts to reflect counterparty credit quality and the customers

creditworthiness among other things as well as unobservable parameters Any such valuation

adjustments are applied consistently over time

Fair value of financial instruments

In accordance with the reporting requirements of ASC Topic 825 Financial Instruments the Company
calculates the fair value of its assets and liabilities which qualify as financial instruments under this

standard and includes this additional information in the notes to the financial statements when the fair

value is different than the carrying value of those financial instruments The estimated fair value of cash

accounts payable and accrued state margin tax approximate their carrying amounts due to the nature and

short maturity of these instruments

Recent accounting pronouncements

During the year ended December 31 2011 and through February 10 2012 there were several new

accounting pronouncements issued by the FASB the most recent of which was Accounting Standards

Update 2011-12 Comprehensive Income Topic 220 Deferral of the Effective Date for Amendments to

the Presentation of Reclass/Ications of Items Out of Accumulated Other Comprehensive Income in

Accounting Standards Update No 2011-05 Each of these pronouncements as applicable has been or

will be adopted by the Company Management does not believe the adoption of any of these accounting

pronouncements has had or will have material impact on the Companys financial statements

Subsequent events

In preparing the financial statements the Company has reviewed as determined necessary by the

Companys management events that have occurred after December 31 2011 up until the issuance of the

financial statements which occurred on February 10 2012

TRANSACTIONS WITH RELATED PARTY

Of/Ice and administrative services agreement

The Company has entered into an Office and Administrative Services Agreement with its Parent Note

Under the terms of this agreement the Company is obligated to pay two fees on monthly basis as

described below



PETRO CAPITAL SECURITIES LLC
NOTES TO FINANCIAL STATEMENTS

Office services charged by parent

The Company pays an office services fee of 85% of the Companys monthly net income computed

before deducting the office service fee in exchange for certain management services provided to the

Company by its Parent Such fee amounted to $5665653 during 2011 and is reflected in Office services

charged by Parent on the accompanying statement of income and members capital

Incremental allocation services fee

The Company pays monthly incremental allocation services fee of $38164 Such fees amounted to

$457968 during 2011 which are reflected in Incremental allocation services fee on the accompanying

statement of income and members capital

INCOME TAXES

The Company is organized as limited liability company under the provisions of the Internal Revenue

Code of 1986 as amended Accordingly the financial statements do not include provision for federal

income taxes because the Company does not incur federal income tax liabilities Instead its earnings and

losses are included in the members income tax return and are taxed based on the members income tax

rate

As Texas limited liability company the Company is subject to state franchise tax based on the lower

of either the cost of goods sold margin compensation margin or 70% of gross revenues The Companys
franchise tax liability will be included in the members state franchise tax return The Company estimated

franchise tax expense of $45080 for the year ended December 31 2011 and is reflected in the Provision

for state margin tax on the accompanying statement of income and members capital

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 15c3-1 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 and the rule of the

applicable exchange also provides that equity capital may not be withdrawn or cash dividends paid if

the resulting net capital ratio would exceed 10 to At December 31 2011 the Company was in

compliance with aggregate indebtedness of $47562 and net capital of $67242

RULE 15c3-3 EXEMPTION

The Company does not hold customer funds or securities and is therefore exempt under Rule 5c3-

3k2i from preparing the Computation for Determination of Reserve Requirements Pursuant to Rule

5c3-3



PETRO CAPITAL SECURITIES LLC
SCHEDULE

COMPUTATION OF NET CAPITAL UNDER RULE 15c3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER31 2011

Net capital requirement the greater of 5000

1/15 of aggregate indebtedness 3171

Minimum dollar requirement 5000

Net capital 67242

Excess net capital 62242

Aggregate indebtedness 47562

Excess net capital at 1000% net capital less 10%

aggregate indebtedness 62486

Ratio of aggregate indebtedness to net capital 71%

Ratio of subordinated indebtedness to debt/equity total

120% of required net capital 6000

Net capital in excess of 120% of required net capital 61242

Total assets 785342

Less total liabilities 47562

Net worth 737780

Deductions from and/or charges to net worth

Total non-allowable assets 670538

Other deductions or charges

Excess fidelity bond deductible

Total deductions from net worth 670538

Net capital before haircuts on securities positions 67242

Haircuts on certificates of deposit and commercial

paper

US and Canadian government obligations

State and municipal government and obligations

Corporate obligations

Stock and warrants

Options

Other securities

Other positions

Undue concentrations

Total haircuts on securities

Net capital 67242

There are no material differences between the amounts presented above and the amounts reported on the

Companys unaudited FOCUS report as of December 31 2011



Your Vczon Our Focus

Independent Auditors Report on Internal Control Required by SEC Rule 7a-5

The Member

Petro Capital Securities .LLC

Dallas Texas

In planning and performing our audit of the financial statements and supplemental schedule of Petro

Capital Securities LLC the Company for the year ended December 31 2011 we considered its internal

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 Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including tests of such practices and

procedures that we considered relevant to the objectives stated in Rule 17a-5g in making periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and

the reserve required by Rule 5c3-3e 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 any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System and

Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 15c3-3

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

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 SECs above-mentioned objectives Two of the

objectives of internal control and the practices and procedures are to provide management with reasonable

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

managements 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-5g
lists additional objectives of the practices and procedures listed in the preceding paragraph

Turner Stone Company LL.1

Accountants and Consultants

12700 Park Central Drive Suite ioo

IallasTexas 75251

Telephone 972z39-I66o/FacsimIle 97L239I665 JJj\A
To1 Free 877-8534I95 GROUP

eb site turnersrone.com NTERNAflONAL NETWORK OF ACCOUNTANTS AND AUDITORS



Because of inherent limitations in 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 operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect and correct

misstatements on timely basis

sign/Icant deficiency is deficiency or combination of deficiencies in internal control that is less

severe than material weakness yet important enough to merit attention by those charged with

governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the entitys financial statements will not be

prevented or detected on timely basis

Our consideration of internal control was for the limited purpose described in the first and second

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish 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 regulations and that practices and procedures that do not

accomplish such objectives in all material
respects

indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 201 to meet the SECs

objectives

This
report is intended solely for the information and use of the Member management the SEC and

other regulatory agencies that rely on Rule 17a-5g 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

Certified Public Accountants

February 10 2012



Your Vision Onr foci

February 10 2012

To the Member of Petro Capita Securities LLC
3838 Oak Lawn Suite 1775

Dallas Texas 75219

in accordance with Rule 7a-Se4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation Form STPC-7 to the Securities investor Protection Corporation

SIPC for the year ended December 31 2011 which were agreed to by Petro Capital Securities LLC and

the Securities and Exchange Commission Financial Industry Regulatory Authority Inc and S1PC solely

to assist you and the other specified parties in evaluating Petro Capital Securities LLCs compliance with

the applicable instructions of the General Assessment Reconciliation Form SIPC-7 Petro Capital

Securities LLCs management is responsible for Petro Capital Securities LLCs compliance with those

requirements This agreed-upon procedures engagement was conducted 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

Compared the listed assessment payments in Form SIPC-7 with the bank withdrawal found on

Petro Capital Securities LLCs July bank statement and copy of check 1117 dated February

10 2012 noting no differences

Compared the amounts reported on the audited Form X- 7A-5 for the year ended December 31

2011 as applicable with the amounts reported in Form SIPC-7 for the year ended December

2011 noting no differences

Noted there were no adjustments reported in Form SIPC-7

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 by comparing it to

total revenues listed in the Statement of Income and Members Capital without exception and

There were no overpayments reported on Form SIPC-7

Turner Stone Company L.L.I

Accountants and Consultants

52700 Parl CcnrraL iIrivc SUtL.00

Ljlias cxas 7c251

sIpcsnc 972..39.5Q Fa mL 97a239r6ô 1NAA
Toll Frci 87 3I9

tC tLOTflSitSt000.COfl1 INTERATa04AL NEVWOlK OF ACCOUNTANTS AND AOTOAt



We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion 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 specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

Certified Public Accountants

February 10 2012



SECURITIES INVESTOR PROTECTION CORPORATJON
PO Box 92185 Washington DC 2OO9O21$5

2O237183O0

General Assessment Reconciliation

For the hsnaf year ended
12/31
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DETERMINATION OF SIPC NET OPERATING REVENUES
AND GENERAL ASSESSMENT

Amounts tot the fiscal period

beginning
1/1

and ending 2/fl 2012
Eliminate cease

ItemNo 7840000
2a Total revenue IFOCUS line t2lPart hA Line Coda 4030

2b Additions

rotal revenues from the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above ________________________________

Net less tram principal transactions in securities in trading accounts

Net toss from principal transactions in commodities in trading accounts ______________________________

Interest and dividend expense deducted in determining item 2a ______________________________

5i Net Ios trom management of or participation in the underwriting or distribution of securities ______________________________

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 ______________________________

ir Net lass from securities in investment accounts ________________________________

total additions ________________________________

Deducticns

ft Revenues from the distribution of shares at registered open end invesimeni company or unit

investment trust from the sale of variable annuities tram the business ot insurance from irwasimen

advisory services rendered to registered investment companies or insurance company separate

accounts and tram transactions in security futures products

2i Revenues from commodity transactions ______________________________

Commissions floor brokerage and clearance paid to other SIPC members in connection with 138 500
securities transactions ________________________________

f4r Reimbursements for postage in connection with proxy solicitation ______________________________

Nat gain from securities in investment accounts ______________________________

100% of commissions and markups earned from transactions in certificates at deposit and

fir Treasury bills bankers acceptances or commercial paper that mature nine months or tess

tram issuance date ________________________________

Direct expenses of printing advertising and legal tees incurred in connection with other revenue

related to the securities business revenue defined by Section 169f of the Act

81 Other revenue not related either directly or indirectly to the securities business

See ln$lruction

Total interest and dividend expense FOCUS Line 22FPART HA Line 13

Code 4075 plus line 2b4 abovej but not in excess

of total interest and dividend income $______________________________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCUS tine Code 3960 _______________________________

Enter the greater 01 line or ii

Total deductions
138 500

2d SIPC Net Operating Revenues ______________________________

2e General Assessment .0025
16 754

to page line 2A


