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OATH OR AFFIRMATION

Paul Enrenstein swear or affirm that to the best of

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

Katalyst Securities LLC as

of December 31 20 11 are ti-ac and car cat farther swear or affinn that

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

classified solely as that of customer except as follows

This report contains check all applicable boxes

Facing page

Statement of Financial 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 Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

fl Computation for Determination of Reserve Requirements Pursuant to Rule 5c3-3

Information Relating to the Possession or Control Requirements under Rule 5c33

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-l and

the Computation for Ietemination of the Reserve Requirements Under Exhibit of Rule 5c3-3

Reconciliation between the audited and unaudited statements of Financial Condition with rcspec 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

DIERDRE STEINHAUS AINBINDER
Notary PubUc State of New York

No 01A14899711 FINOP
Qualified In Nassau County

Commission Expires July 20 .J.... Title

1L/
Notary Public

Signature

Fo conditions of confidential treatment ojcertain portions ofthLc filing see section 240.1 7a-5e3



Joseph Gomeringer

Certified Public Accountant

95 West Main Street Suite 8A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomeriiigercpa@earthliiik.net

INDEPENDENT AUDITORS REPORT

To the Members

Katalyst Securities LLC

have audited the accompanying statement of financial condition

of Katalyst Securities LLC as of December 31 2011 and the

related statements of operations cash flows and changes in

members equity for the year then ended These financial

statements are the responsibility ot the Companys management

My responsibility is to express an opinion on these financial

statements based on my audit

conducted my audit in accordance with auditing standards

generally accepted in the United State of America Those

standards require that 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 believe that my audit provides

reasonable basis for my opinion

In my opinion the financial statements referred to above

present fairly in all material respects the financial position

of Katalyst 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



My audit wa made for the purpose of forming an opinion on the

basic financial statements taken as whole The information

contained on pages 14 and 15 is presented for purposes of

additional analysis and is not required as part of the basic

financial st but is supplementary information required

by Rule l7a-5 of the Securities and Exchange Commission Such

information has been subjected to the auditing procedures

applied in my audit of the basis financial statements and in my

opinion is fairly stated in all material respects in relation

to the basic financial statements taken as whole and in

conformity with the rules of the Securities and Exchange

Commission

Very tr ly yours

Joseph 71J/
merlnger

Certifi ublic Accountant

Chester New Jersey

March 2012



Statement

KATALYST SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2011

ASSETS

Cash and Cash Equivalents 20034

Total 20034

LIABILITIEE AND MEMBERS EQUITY

Liab lit

Accrued Liabilities 10125

Total Liabilities 10125

Members Ecuity

Members Equity 9909

Total 20034

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31 2011

REVENUES

Financial Advisory Fees 45000

Total Revenues 45000

EXPENSES

Registered Representative Compensation 21375
Regulatory Cost 2093
Professional Fees 2000
Rent 3600
Office 1412
Consu1tin Fees 21367
Other FeeE 1959

Total Expenses 49806

Net Loss 4806

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS EQUITY

FOR THE YEAR ENDED DECEMBER 31 2011

Members Equity Beginning of Year

Net Member Equity Contribution

Net Loss for the Year

Members Ecuity End of Year

11700

015

4806

9909

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

STATEMENT OF CASH FLOWS INDIRECT METHOD

FOR THE YEAR ENDED DECMEBER 31 2011

Operating Activities

Net LosE For The Year 4806
Increase in Accrued Liabilities 4325

Total CaEh Used by Operating Activities 481

Investment Activities

Member Ecuity Contribution 3015

Net IncreaEe in Cash 2534

Cash and Cash Equivalents Beginning of Year 17500

Cash and Cash Equivalents End of Year 20034

The accompanying notes are an integral part of the financial statements



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2011

ORGANIZATION

Katalyst Securities LLC the Company was Pennsylvania
limited liability company incorporated on February 23 2001 and

was wholly owned subsidiary of Katalyst LLC Katalyst On

October 26 2010 FINPA approved the ownership change of

Katalyst Securities LLC The former owner Katalyst LLC sold

its l00 ownership interest to Securities Operations

Specialists Inc New York corporation

Katalyst Securities LLC Delaware LLC is now wholly owned

subdsidiary of Securities Operations Specialists LLC SOES
The Company is licensed as securities broker/dealer with the

Securities and Exchange Commission SEC and is member of

the Financial Industry Regulatory Authority Inc FINRA As

such the Company is subject to the Securities Exchange Act of

1934

The Company provides services in connection with private capital

placements and merger and acquisition transactions

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Assets liabilities revenue and expenses are recognized
under the accrual method of accounting The company
records income from securities transactions on trade
daize basis

The company is an LLC under the Internal Revenue Code

and New York State Tax code Any income or loss of the

company is reported by the individual members income

tax returns Consequently no provision is made by the

company for federal and New York State income taxes
New York City does not have comparable provisions in its

tax code Accrual for this tax has been provided for in

the financial statements



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2011

CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

The preparation of financial statements in conformity
wilh generally accepted accounting principles requires
that management make estimates and assumptions that

afect 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

pedod Actual results could differ from those

eslimates

Cash and cash equivalents include time deposits and

certificates of deposit with original maturation of

three months or less

FaLr Value Measurements The Companys assets

recDrded at fair value are categorized below based

upon fair value hierarchy in accordance with SFAS

No 157 at December 31 2011 The Company held no

Level security

Sevices and Expense Agreement The Company and

Katalyst were parties to services and expense

ageement as amended and restated whereby all

costs and expenses of the Company has been recorded

diectly by the Company including certain shared

expenses with Katalyst which were allocated to the

Company by Katalyst based upon the proportional use

of the service or product and costs paid by

Katalyst on the Companys behalf under an expense

sharing and allocation agreement effective November

2003 During the year ended December 31 2010
the Company had shared expense agreement from

January 2010 through August 31 2010 with

Katalyst LLC and from September 2010 through
December 31 2011 with Paul Ehrenstein Associates
Inc New York corporation owned 100% by Paul

Ehenstein who is also 50% owner of Katalyst
Securities LLC parent company Securities

Oprations Specialists Inc

10



Statement

KATALYST SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31 2011

CONTINUED

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES CONTINUED

The conpany and Paul Ehrenstein Associates Inc will share

expenses Those related to licensing and operations will be

paid the company directly rent salaries and office

costs will be paid by Paul Ehrenstein Associates Inc and

reimbursed by the company based on the allocation of

proportionate share based on NASD Notice 03-63 and SEC

interpretive letter dated July 11 2003

NET CAPITAL REQUIREMENT

As registered broker dealer the company is subject to the

Securities and Exchange Commission Uniform Net Capital Rule

l5c3-l The rule requires that the company maintain

minimurr net capital as defined of the greater of $5000 or

2/3 percent of aggregate indebtedness as defined As of

December 31 2011 the company had net capital of $9909
which exceeds its requirements by $4909

11



Schedule

KATALYST SECURITIES LLC

SCHEDULE OF COMPUTATION OF NET CAPITAL UNDER RULE 15c3-l

OF THE SECURITIES AND EXCHANGE COMMISSION

AS OF DECEMBER 31 2011

Net Capital

Total Memlers Equity 9909

Deductions and/or Charges

Non-Allowafle Assets

from Stateffent of Financial Condition -0-

Net Capital 9909

Net Capital Minimum Requirement 5000

Excess Net Capital 4909

Aggregate Indebtedness

from Stateir.ent of Financial Condition

Accrued Liabilities 10125

Total Aggregate Indebtedness 10125

There are r.o material differences between the amounts presented
above and the amounts reported in the companys FOCUS Report as

of December 31 2011

The accompanying notes are an integral part of the financial statements

12



Schedule

KATALYST SECURITIES LLC

REQUIREMENTS UNDER RULE 15c3-3 OF

THE SECURITIES AND EXCHANGE COMMISSION

The Company is exempt from the provisions of Rule 15c3-3 under

the Securities Exchange Act of 1934 in that the Companys
activities are limited to those set forth in the conditions for

exemption appearing in paragraph of that rule

13



Joseph Gomeringer

Certified Public Accountant

95 West Main Street Suite 8A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomeringercpa@earthlink.net

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREEDUPON
PROCEDURES RELJTED TO AN ENTITYS SIPC ASSESSMENT RECONCILIATION

The Member of

Katalyst Securities LLC

In accordance with Rule l7a-5e under the Securities

Exchange Act of 1934 have performed the procedures enumerated

below with respect to the accompanying Schedule of Assessment

and Payments Assessment Reconciliation Form SIPC

7T to the Securities Protection Corporation SIPC for the

Year Ended December 31 2011 which were agreed to by Katalyst

Securities LLC and the Securities and Exchange Commission

Financial Ind.istry Regulatory Authority Inc and SIPC solely

to assist you and the other specified parties in evaluating

Katalyst Securities LLCs compliance with the applicable

instruction of the Transitional Assessment Reconciliation Form
SIPC-7T Katalyst Securities LLC management is responsible for

the Katalyst Securities LLC 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 these procedures is solely the responsibility of

those parties specified in this report Consequently 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

performed and my findings are as follows

Compared the listed assessment payments in From SIPC-7T with

the cancelled check noting no differences

Compared the amounts reported on the audited Form X-17A-5

for the year ended December 31 2011 as applicable with the

amounts reported in Form SIPC-7T for the year ended December 31
2010 noting flO differences and

Proved the arithmetical accuracy of the calculations

reflected in Form SIPC-7T noting no differences

14



Katalyst Securities LLC

Page

was not engaged to and did not conduct an examination the

objective of which would be the expression of an opinion on

compliance Pccordingly do no express such an opinion Had

performed additional procedures other matters might have come

to my attention that would have been reported to you

This report i.s 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

.y yours

Gomeringer
Public Accountant

New Jersey
2012

Jos
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Joseph Gomeringer

Certified Public Accountant

95 West Main Street Suite 8A

Chester New Jersey 07930

Tel 908 879-7603 Fax 908 879-7429

joegomeringercpa@earthlink.net

INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL REQUIRED

BY SECURITIES AND EXCHANGE COMMISSIONS RULE 17A-5

To the Members

Katalyst Securities LLC

In planning and performing my audit of the financial statements

and supplementary information of Katalyst Securities LLC the

Company as of and for the year ended December 31 2011 in

accordance with auditing standards generally accepted in the

United States of America considered the Companys internal

control over financial reporting as basis for designing my

auditing procedures for the purpose of expressing my opinion on

the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control

Accordingly do not express an opinion on the effectiveness of

the Companys internal control

Also as rec by rule l7a-5gl of the Securities and

Exchange Commssion SEC have made study of the practices

and procedure3 followed by the Company including consideration of

control activities for safeguarding securities This study

included test3 of such practices and procedures that considered

relevant to the objectives stated in rule 17a-5g in making the

periodic computations of aggregate indebtedness or aggregate

debits and net capital under rule l7a-3a lland for determining

compliance with the exemptive provisions of rule 15c3-3 Because

the Company .oes not carry securities accounts for customers or

perform custodial functions relating to customer securities did

not review the practices and procedures followed by the Company in

any of the fo.lowing

Making quarterly securities examinations counts

verifications and comparisons and 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

Obtaining and maintaining physical possession or control of

all fully paid and excess margin securities of customers as

required by rule 15c3-3
16



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

practice 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 preparat of financial statements in conformity with

accounting pinciples 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 or the

practices an procedures referred to above error or fraud may

occur and not be detected Also projection or any evaluation of

them to future periods is subject to the risk that they may

become inadequate because of changes in condition 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 generally accepted accounting principles such

that there is more than remote likelihood that misstatement

of the entitys financial statements that is more than

inconsequental will not be prevented or detected by the entitys
internal control

material weakness is significant deficiency or combination

or significait deficiencies that results in more than remote

likelihood that material misstatement of the financial

statements will not be prevented or detected by the entitys
internal control

My consideration of internal control was 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 did not identify any

17



deficiencies in internal control and control activities for

safeguarding securities that consider to be material

weaknesses as defined above The auditor found no material

inadequacies to exist or to have existed since the date of the

December 31 2010 previous audit Accordingly no corrective

action was proposed by the broker

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 purpose 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 my study believe that the Companys

practices and procedures were adequate at December 31 2011 to

meet the SECs objectives

This report is intended solely for the information and use of

management the Securities and Exchange Commission the Financial

Industry Regulatory Authority Inc 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

those speifted parties

Joseph Gieringer

Certifiedj
ub1ic Accountant

Chester New Jersey
March 2012
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