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MARCUM
ACCOUNTANTS ADVISORS

INDEPENDENT AUDITORS REPORT

To the Member of

MTS Securities LLC

We have audited the accompanying statement of financial condition of MTS Securities LLC the

Company as of December 31 2011 that you are filing pursuant to Rule 17a-5 under the

Securities Exchange Act of 1934 This financial statement is the responsibility of the Companys
management Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatements An
audit includes consideration of internal control over financial reporting as basis for designing

audit procedures that are appropriate in the circumstances but not for the purpose of expressing

an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit includes examining on test basis evidence

supporting the amounts and disclosures in the financial statement 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 statement referred to above presents fairly in all material respects

the financial position of MTS Securities LLC as of December 31 2011 in conformity with

accounting principles generally accepted in the United States of America

Lii

New York NY
February 2012

MARCUMGROIJP
MEMBER

Marcum tip 750 Third Avenue 11th Floor New York New York 10017 Phone 212.485.5500 Fax 212.485.5501 marcumllp.com



MTS SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

Assets

Cash

Advisory and consulting fees receivable

Marketable securities

Deposit

5730895

117479

881799

9145

Total Assets 6739318

Liabilities and Members Equity

Liabilities

Due to Parent MTS Health Partners L.P

Accounts payable and accrued expenses

Total Liabilities

Members Equity

Total Liabilities and Members Equity

9315

19208

28523

6710795

6739318

The accompanying notes are an integral part ofthisfinancial statement



MTS SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE NATURE OF BUSINESS

MTS Securities LLC the Company was organized on August 10 2001 as Delaware

limited liability company for the purpose of providing financial consulting services

including financial valuation and modeling preparation of financial and marketing

materials financial structuring and strategic consulting The Company is wholly-owned

subsidiary of MTS Health Partners L.P the Parent and all of the Companys services

are provided in conjunction with or on behalf of its Parent

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

the SEC The Company is also member of the Financial Industry Regulatory

Authority FINRA and the Securities Investor Protection Corp SIPC

NoTE 2- SUMMARY OF SIGNIFICANT AccouNTING PRINCIPLES

USE OF EsTIMATES IN THE FINANCIAL STA TEMENTS

The preparation of financial statement 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 financial statement Actual results could

differ from these estimates

SUBSEQUENT EVENTS

The Company has evaluated subsequent events to determine if events or transactions

occurring through February 2012 the date the financial statement was available to be

issued require adjustment to or disclosure in the financial statement

INCOME TAXES

The Company is Delaware LLC and files consolidated federal state and local tax returns

with its Parent which is limited partnership LP The members of an LLC and

partners in LP are taxed on their proportionate share of the Companys federal and state

taxable income Accordingly no provision or liability for federal or state income taxes has

been included in the financial statement The tax provision within this statement represents

the Companys share of the consolidated groups New York City Unincorporated Business

Tax NYCUBT The NYCUBT is calculated as if the companies file on separate

return basis and tax payments are paid to its Parent for their proportionate share of taxes



MTS SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING PRINcIPLEs CONTINUED

INCOME TAXES CONTINUED

The Company recognizes deferred tax assets or liabilities for the future tax consequences of

events that have been recognized in their financial statement or tax returns The

accompanying financial statement has been prepared on the accrual basis of accounting in

accordance with accounting principles generally accepted in the United States of America

The Company records deferred tax assets or liabilities for the increase or decrease in future

years tax liabilities related to the temporary differences which arise by utilizing these two

accounting methods

NOTE 3- FAIR VALUE

The Company defines fair value as the price that would be received to sell an asset or paid

to transfer liability in an orderly transaction between market participants at the

measurement date The standard establishes the following hierarchy used in fair value

measurements and expands the required disclosures of assets and liabilities measured at fair

value

Level Inputs use quoted prices in active markets for identical assets or liabilities that

the Company has the ability to access

Level Inputs use other inputs that are observable either directly or indirectly These

inputs include quoted prices for similar assets and liabilities in active markets as well as

other inputs such as interest rates and yield curves that are observable at commonly

quoted intervals

Level Inputs are unobservable inputs including inputs that are available in situations

where there is little if any market activity for the related asset or liability

Certain financial instruments are carried at cost on the balance sheet which approximates

fair value due to their short-term highly liquid nature These instruments include cash

marketable security receivables accrued expenses and other liabilities which have been

classified as Level



MTS SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 4- CoNcENTRTIoNs

Financial instruments that subject the Company to credit risk consist principally of cash

The Company performs certain credit evaluation procedures and does not require collateral

for financial instruments subject to credit risk The Company believes that credit risk is

limited because the Company routinely assesses the financial strength of its customers and

based upon factors surrounding the credit risk of its customers establishes an allowance for

uncollectible accounts and as consequence believes that its accounts receivable credit

risk exposure beyond such allowances is limited As of December 31 2011 there was one

account receivable balance that aggregated over 10% approximately $117000

The Company maintains checking and money market accounts in financial institution

Accounts at each bank are insured by the Federal Deposit Insurance Corporation FDIC
At times cash and cash equivalents may be uninsured or in deposit accounts that exceed the

FDIC insurance limit

NOTE 5- NET CAPITAL REQuIREMENTs

The Company is subject to the SEC Uniform Net Capital Rule SEC Rule 15c3-1 which

requires the maintenance of minimum net capital of $100000 and requires that the ratio

of aggregate indebtedness to net capital as defined shall not exceed 15 to At December

31 2011 the Company had net capital of $6418394 which exceeded required net capital

by $6318394 and total aggregate indebtedness of $28523 The Companys aggregate

indebtedness to net capital ratio was 0.004 to at December 31 2011

The Company qualifies under the exemptive provisions of Rule 5c3-3 as the Company
does not carry security accounts for customers or perform custodial functions related to

customer securities

NOTE 6- RELATED-PARTy TRANsAcTIoNs

The Company has services agreement with its Parent under which the Parent provides

various administrative services in the ordinary course of business in exchange for receiving

service fee

The accompanying financial statements have been prepared from the separate records

maintained by the Company and due to certain transactions and agreements with affiliated

entities may not necessarily be indicative of the financial condition that would have existed

or the results that would have been obtained from operations had the Company operated as

an unaffihiated entity



MTS SECURITIES LLC

NOTES TO FINANCIAL STATEMENT

DECEMBER 31 2011

NOTE 7-INCOME TAXES

The Company is considered disregarded entity for Federal income tax purposes and is

therefore required to be treated as division of its single member The earnings and losses

of the Company are included in the tax return of its parent and passed through to its owners

The Company evaluates its uncertain tax positions under the provisions of ASC 740

Income Taxes ASC 740 prescribes recognition threshold and measurement attribute

for the financial statement recognition and measurement of tax positions taken or expected

to be taken in tax return For those benefits to be recognized tax position must be more-

likely-than-not to be sustained upon examination by taxing authorities Differences between

tax positions taken or expected to be taken in tax return and the benefit recognized and

measured pursuant to the interpretation are referred to as unrecognized benefits

liability is recognized or amount of net operating loss carry forward or amount of tax

refundable is reduced for an unrecognized tax benefit because it represents an enterprises

potential future obligation to the taxing authority for tax position that was not recognized

as result of applying the provisions of ASC 740

The Company files income tax returns in its local jurisdictions The Company is no longer

subject to local income tax examinations by tax authorities for years prior to 2008

As of December 31 2011 no liability for unrecognized tax benefits was required to be

recorded



MARCUM
ACCOUNTANTS ADVISORS



MTS SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011


