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OATH OR AFFIRMATION

____ swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

SANCTUARY SECURITIES LLC as

of DECEMBER 31 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary nterest in any account

classified solely as that of customer except as follows

UCDt

Inty of San Frncu

twibd and swo or aLrmad baore rn or

by

ETI On the ba of satisfactory

vdenca rtr

NotaiySt.r

Notary Public

This report contains check all applicable boxes

E1 Facing Page
Statement of linancial Condition

Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabil ties Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule l5c33

Information Relating to the Possession or Control Requirements Under Rule 15c33

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule I5c33

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Signature

Title

or conditions of confidential treatment c/certain portions of this filing see section 240.1 7a5e3f



SANCTUARY SECURITIES LLC

Financial Statements

As of December 31 2011

Together with Auditors Report

With Supplementary Information

Report Pursuant to Rule 17a-5d



RAINES AND FISCHER LLP ctii wi iac mNrs
555 FIFTH AVENUE TEL 212 953 9200

9TH FLOOR FAX 212 953 9366

NEW YORK NY 10017

INDEPENDENT AUDITORS REPORT

To the Sole Member of

Sanctuary Securities LLC

We have audited the accompanying statement of financial condition of Sanctuary Securities LLC as of

December 31 2011 and the related statements of income changes in members equity and cash flows

for the year then ended 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 position of Sanctuary Securities LLC as of December 31 2011 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

Our audit was made for the purpose of forming an opinion on the basic financial statements

taken as whole The schedule of computation of net capital of Sanctuary Securities LLC is presented

for purposes of additional analysis and is not required part of the basic financial statements but is

supplementary information required by Rule 7a-5 of the Securities and Exchange Commission This

supplementary information is the responsibility of the Companys management Such information 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

whole

New York New York

February 24 2012



SANCTUARY SECURITIES LLC

Statement of Financial Condition

December 31 2011

ASSETS

Cash 71829

Due from broker 100000

Other assets
631

TOTAL ASSETS 172460

LIABILITIES AND MEMBERS EQUITY

Liabilities

Accounts payable and accrued expenses
3374

TOTAL LIABILITIES 3374

Contingencies

Members Equity

Members equity
169086

TOTAL LIABILITIES AND MEMBERS EQUITY 172460

The accompanying notes are an integral part of these financial statements
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SANCTUARY SECURITIES LLC

Statement of Income

For the Year Ended December 31g 2011

Revenues

Commissions 10972

Total Revenues 10972

Expenses

Officer compensation 103979

Salaries and wages 3418

Legal fees 192359

Accounting and professional fees 28645

Rent and occupancy 21934

Regulatory expenses 5824

Office expense
775

Other operating costs 1323

Total Expenses
358257

Net Loss 347285

The accompanying notes are an integral part of these financial statements
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SANCTUARY SECURITIES LLC

Statement of Chances in Members Equity

For the Year Ended December 31 2011

Balance at January 2011 43298

Net Loss 347285

Member contributions 473073

Balance at December 31 2011 169086

The accompanying notes are an integral part
of these financial statements
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SANCTUARY SECURITIES LLC

Statement of Cash Flows

For the Year Ended December 31 2011

Cash Flows from Operating Activities

Net Loss 347285

Adjustments needed to reconcile net loss with net cash used by

operating activities

Increase in other assets 281

Decrease in accounts payable and accrued expenses
151

Cash Used by Operating Activities 347717

Cash Flows from Investing Activities

Increase in due from broker 100000

Cash Used by Financing Activities 100000

Cash Flows from Financing Activities

Member contributions 473073

Decrease in due to member 42510

Cash Provided by Financing Activities 430563

Net decrease in cash 17154

Cash January 2011 88983

Cash-December3l2011 71829

The accompanying notes are an integral part of these financial statements
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SANCTUARY SECURITIES LLC
Notes to Financial Statements

December 31 2011

Organization and Operation

Sanctuary Securities LLC formerly known as KP Securities LLC the Company is

California Limited Liability Company formed on August 2006 and commenced

operations on October 17 2007 The Company is broker-dealer in securities registered

with the Securities and Exchange Commission SEC and is member of the Financial

Industry Regulatory Authority FINRA

On December 31 2008 membership interest purchase agreement the Agreement

was entered into between the Companys former sole member the Seller and the

Companys successor sole member the Buyer to exchange all membership interests

in the Company for consideration

As of November 2011 FINRA approved the Companys membership application to act

as broker retailing corporate equity securities corporate debt U.S government

securities and municipal securities In conjunction with this approval the Company must

now maintain minimum net capital of $100000 pursuant to Rule 5c3- a2iii

Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements have been prepared using the accrual basis

of accounting

Use of 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

Income Taxes

No provision has been made for federal and state income taxes since these taxes are the

responsibility of the sole member

Financial Accounting Standards Board Accounting Standards Codification 740 ASC 740

requires the Managing Member to determine whether any tax positions taken by the Company

in any open tax year including the LLC entity status are more likely than not to be sustained

upon examination by the applicable taxing authority Any positions that do not meet this

threshold must be disclosed in the financial statements The adoption of ASC 740 did not have

material effect on these financial statements The Companys tax returns remain open for

examination by tax authorities for period of three years from when they are filed

-7-



SANCTUARY SECURITIES LLC
Notes to Financial Statements

December 31 2011

Summary of Significant Accounting Policies continued

Allocation of Income and Losses

The net income of the Company for the period is allocated to the members in accordance

with their capital interest

Significant Customers

One customer accounted for 100% of the revenues for the year ended December 31 2011

Net Capital Requirements

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities and Exchange Act

of 1934 the Company is required to maintain minimum net capital and prescribed

ratio of aggregate indebtedness to net capital as defined under such provisions Net

capital and the related net capital ratio may fluctuate on daily basis At December 31

2011 the Company had net capital of approximately $168455 which was $68455 in

excess of its net capital requirements of $100000 The Companys ratio of aggregate

indebtedness to net capital was 2.0 to The Securities and Exchange Commission

permits ratio of no greater than 15 to

Litigation

In May 2010 customer of the Company filed an arbitration claim against the Company

seeking declaratory and related relief that it did not owe the Company fee on monies that were

invested in an affiliate of the customer The Company filed counterclaim in the arbitration

seeking declaration that is was entitled to the fee an accounting to assure that all appropriate

fees had been paid by the customer and recovery of any unpaid fees The customer

subsequently amended its claim to add declaratory relief claim asserting that the Company

had breached the agreement between the customer and the Company and seeking declaration

that it was entitled to reimbursement of the fees paid under the agreement The Company also

amended its counterclaim to add formal breach of contract claim for at least $4 million fee

based on the monies invested

The matter was settled pursuant to settlement agreement and mutual general release dated

April 30 2011 where the customer agreed to pay damages to an affiliate of the Company As

part of the settlement all parties and affiliates of all parties involved were released from any

further claims related to this matter

Subsequent Events

For purposes of disclosure in the financial statements the Company has evaluated subsequent

events through February 24 2012 the date which the financial statements were available to be

issued
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Supplemental Information

Pursuant to Rule 17a-5

of the Securities Exchange Act of 1934

as of

December 31 2011



SANCTUARY SECURITIES LLC

Schedule of Computation of Net Capital

As of December31 2011

COMPUTATION OF NET CAPITAL

Members equity per statement of financial condition 169086

Less

Other deductions or allowable credits

Total capital and allowable subordinated liabilities 169086

Deductions and/or charges

Non-allowable assets

Other non-allowable assets
631

Net capital before haircuts on securities positions
168455

Haircuts on securities computed where applicable pursuant to

rule 15c3-1f

Net capital
168455

AGGREGATE INDEBTEDNESS

Items included in statement of financial condition

Accounts payable and accrued expenses
3374

Total aggregate indebtedness

The preceding notes are an integral part
of this supplemental information
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SANCTUARY SECURITIES LLC

Schedule of Computation of Net Capital

As of December31 2011

RECONCILATION WITH COMPANYS COMPUATION

The following serves to reconcile the difference in the computation of

net capital under Rule 15c3-1 from the Companys computation

Net capital as reported in the Companys Part II

unaudited FOCUS report
168455

Net capital per audited report
168455

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required 6-2/3% of total aggregate indebtedness 225

Minimum dollar net capital requirement of reporting broker or dealer 100000

Net capital requirement greater of above two minimum

requirement amounts
100000

Net capital in excess of required minimum 68455

Excess net capital at 1000% 48455

Ratio Aggregate indebtedness to net capital
2.0 to

The preceding notes are an integral part of this supplemental information
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SANCTUARY SECURITIES LLC

Independent Auditors Report

of Internal Accounting Control

Required by SEC Rule 17a-5

For the Year Ended December 31 2011



RAINES AND FISCHER LLP ci-wrcxwras
555 FIFTH AVENUE TEL 212 953 9200

9TH FLOOR FAX 212 953 9366

NEW YORK NY 10017

Independent Auditors Report on

Internal Control Required by SEC Rule 17a-5

To the Sole Member of

Sanctuary Securities LLC

In planning and performing our audit of the financial statements of Sanctuary Securities LLC

the Company as of and for the year ended December 31 2011 on which we issued our report dated

February 24 2012 in accordance with auditing standards generally accepted in the United States of

America we considered the Companys internal control over financial reporting internal control as

basis for designing our auditing procedures for the purpose of expressing our opinion on the financial

statements but not for the purpose of expressing an opinion on the effectiveness of the Companys

internal control Accordingly we do not express an opinion on the effectiveness of the Companys

internal control

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

have made 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 7a-5g in making the periodic computations of aggregate indebtedness and net capital under

Rule 17a-3a1 and for determining compliance with the exemptive provisions of Rule 15c3-3

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 any of the following

Making quarterly securities examinations counts verifications and comparisons

Recordation of differences required by Rule 7a- 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

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 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



Because of inherent limitations in internal control and 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

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with accounting principles generally accepted in the United

States of America such that there is more than remote likelihood that misstatementof the entitys

financial statements that is more than inconsequential will not be prevented or detected by the entitys

internal control

material weakness is significant deficiency or combination of significant deficiencies that results

in more than remote likelihood that material misstatementof the financial statements will not be

prevented or detected by the entitys internal control

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 that we consider to be significant

deficiencies or material weaknesses as defined above

However we note that the size of the business and resultant limited number of employees imposes

practical limitations on the effectiveness of those control policies and procedures that depend on the

segregation of duties Because this condition is inherent in the size of the Company the specific

weaknesses are not described herein and no corrective action has been taken or proposed by the

Company These conditions were considered in determining the nature timing and extent of audit tests

to be applied in our audit of the financial statements and does not modify our opinion dated February

24 2012 on such financial statements

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 2011

to meet the SECs objectives

The report is intended solely for the information and use of the board of directors management the

Securities and Exchange Commission the Financial Industry Regulatory Authority 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

4cLLP
New York New York

February 24 2012


