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A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: KATALYST SECURITIES LLC OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM I.D. NO.

15 Maiden Lane, Room 601
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New York New York 10038
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Michael Silverman 212 440 6993
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Lerner & Sipkin
(Name — if individual. state las(. first. middle name)

132 Nassau Street, Suite 1023 New York New York 10038
(Address) (City) (State) (Zip Code)

CHECK ONE:

© Certified Public Accountant

❑ Public Accountant

❑ Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY
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OATH OR AFFIRINIATI[ON

Paul Ehrenstein , smear (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, 2015 are ttue and correct. I further swear (or affirm) that

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

classified solely as that ofa customer, except as follows:

DIERDRE:STEINHAUSAINBINDER
Notary Public, State of New York Signal c

No. 01A(4s
Qualified in Nassau au 

C 
County

Commission Expires July 6, 20 ~/ n
Y ~ Title

Notary Public

This report ** contains (check all applicable boxes):
© (a) Facing Page.
® (b) Statement of Financial Condition.
❑ (c) Statement of Income (Loss).
❑ (d) Statement of Changes in Financial Condition.
❑ (e) Statement of Changes in Stockholders' )equity or Partners' or Sole Proprietors' Capital.
❑ M Statement of Changes in Liabilities Subordinated to Claims of Creditors.-
❑ (g) Computation of'Nlet Capital.
❑ (h) Computation for Determination of Reserve Requirements Pursuant to Rule 156-3.
❑ 0) Information Relating to the Possession or Control Requirements Under Rule 156-3.
❑ {j) A Reconciliation, including appropriate explanation of the Computation ofNetCapital Under Rule 15e3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule .15c3-3.
❑ (k) A Reconciliation between the audited .and unaudited Statements of financial Condition with respect to methods of.

consolidation.
(1) An Oath or Affirmation.

❑ (m) A copy of the WC Supplemental Report.
❑ (n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

*For conditlorts of corrfideirtzot treatment of certain portions of This j~ting, see .section 240.17a-5(e)(3).
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LERNER & SIPKIN
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132 Nassau Street. New York. NY 10038 Tel 112.571.00(ia l l'as 212.571.007-1

Jay Lerner. C.P.A.
ilerncr@lcrner.,;lpkin.com

INDEPENDENT AUDITORS' REPORT

To the Members of
Katalyst Securities LLC
15 Maiden Lane, Suite 601
New York, NY 10038

Joseph G. Sipkin. C.P.A.
jslpkin@lerner.,;Ipkin.com

We have audited the accompanying statement of financial condition of Katalyst Securities LLC, (the
Company) as of December 31, 2015. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement based on our audit.

Management is responsible for the preparation and fair presentation of the statement of financial
condition in accordance with accounting principles generally accepted in the United States of America;
this includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of the statement of financial condition that is free from material misstatement,
whether due to fraud or error.

We conducted our audit in accordance with the standards of Public Company Accounting Oversight
Board (United States). 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 a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Katalyst Securities LLC, as of December 31, 2015 in conformity with
accounting principles generally accepted in the United States.

Syvhwi,4LPPAS L( f
Lerner & Sipkin CPAs, LLP
Certified Public Accountants (NY)

New York, NY
May 18, 2016



KATALYST SECURITIES, LLC
(A Limited Liability Company)

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2015

ASSETS

Cash

Prepaid expenses
Other assets

Total assets

k
LIABILITIES AND MEMBER'S EQUITY

Liabilities:

Accounts payable and accrued expenses

Member's equity

Total liabilities and member's equity

See notes to the financial statement
1

$ 20,868

27,837

$ 49,287

$ 31,802

17,485

$ 49,287



KATALYST SECURITIES, LLC
(A Limited Liability Company)

NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31, 2015

1. ORGANIZATION AND DESCRIPTION OF BUSINESS

Katalyst Securities, LLC, (the "Company") was organized as a Pennsylvania limited liability
company on February 23, 2001, and was a wholly owned subsidiary of Katalyst LLC
("Katalyst"). On October 26, 2010, FINRA approved the change in ownership of Katalyst
Securities LLC. The former Kayalyst LLC sold 100% ownership interest to Securities
Operations Specialists Inc., a New York Corporation (the "Parent").

The Company, located in New York, is a broker and dealer in securities registerd with the
Securities and Exchange Commission ("SEC") and is a member of FINRA. The Company
operates under the provisions of Paragraph (k)(2)(i) of Rule 15c3-3 of the Securities
Exchange Commission, which provides an exemption when a "Special Account for the
Exclusive Benefit of customers" is maintained.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of accounting
The financial statements of the Company have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables, and other liabilities.

Cash and cash equivalents
The Company considers as cash all short-term investments with an original maturity of
three months or less to be equivalents.

Revenue recognition
Commission revenues are recognized when the service is rendered.

Use of estimates
The preparation of financial statements 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 statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Fair value of financial instruments
Financial instruments that are subject to fair value disclosure requirements are carried in
the financial statements at amounts that approximate fair value and include cash and cash
equivalents. Fair values are based on quoted market prices and assumptions concerning the
amount and timing of estimated future cash flows and assumed discount rates reflecting
varying degrees of perceived risk.

See independent auditors' report



KATALYST SECURITIES, LLC
(A Limited Liability Company)

NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31, 2015

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Comprehensive income
Statement of Financial Accounting Standards (SFAS) No. 130, Reporting Comprehensive
Income, establishes requirements for disclosure of Comprehensive Income that includes
certain items previously not included in the statement of income, including unrealized gains
and losses on available-for-sales securities and foreign currency translation adjustment
among others. During the year ended December 31, 2015, the Company did not have any
component of Comprehensive Income to report.

Concentration of risk
The Company maintains cash in bank accounts which are non-interest bearing. As of
January 1, 2013, interest bearing and non-interest bearing accounts are insured by the FDIC
up to $250,000 per financial institution. The Company has not experienced any losses in
such accounts and does not believe it is exposed to any significant credit risk on cash and
cash equivalents.

The Company provides services in connection with private placements and merger and
acquisition transactions.

Income taxes
As a wholly-owned limited liability company, the Company is not subject to Federal, state or
local income taxes. All items of income, expense, gains and losses are reportable by the
member for tax purposes. The Company is considered to be a disregarded entity and is thus
not subject to Federal, state and local income taxes and does not file income tax returns in
any jurisdiction. The Company has no unrecognized tax benefits at December 31, 2015.

Uncertain tax positions
The Company adopted the provisions of the Financial Accounting Standards Board's
("FASB") Accounting Standards Codification No. 740 ("ASC 740") Subtopic 05 "Accounting
for Uncertainty in Income Taxes." As a result of the implementation, the Company was not
required to recognize any amounts from uncertain tax positions.

The Company's conclusions regarding uncertain tax positions may be subject to review and
adjustment at a later date based upon ongoing analyses of tax laws, regulations and
interpretations thereof as well as other factors. Generally, federal, state and local
authorities may examine the Company's tax returns for three years from the date of filing;
consequently, the respective tax returns for years prior to 2012 are no longer subject to
examination by tax authorities.

See independent auditors' report



KATALYST SECURITIES, LLC
(A Limited Liability Company)

NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31, 2015

3. COMMITMENTS AND CONTINGENCIES

The Company does not have any commitments, guarantees, or contingencies (arbitrations,
lawsuits, claims, etc.) that may result in a loss or future obligations or that may be asserted
against the firm at a future date.

4. POSSESSION OR CONTROL REQUIREMENTS

The Company does not have any possession or control of customer's funds or securities.
There were no material inadequacies in the procedures followed in adhering to the
exemptive provisions of SEC Rule 156-3(k)(2)(i) by promptly transmitting all customer
funds or securities to the "Special Account for the benefit of customers."

5. RELATED PARTY TRANSACTIONS

Paul Ehrenstein is a 100% owner of Paul Ehrenstein Associates, Inc. ("PEA") and a 50%
owner of the Parent. The Company and PEA will share expenses. Those related to licensing
and operations will be paid by the Company directly. Rent, salaries and office costs of the
Company's home office located at 15 Maiden Lane, will be paid by PEA and contributed by
the Company based on the allocation of proportionate share based on NASD Notice 03-63
and SEC interpretive letter dated July 11, 2003.

6. FAIR VALUE MEASUREMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in a orderly transaction between participants at the measurement date (i.e., an exit
price). The guidance includes a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets and liabilities (Level 1) and
the lowest priority to unobservable inputs (Level 3). The three levels of the fair value
hierarchy are described below:

Level 1 — Quoted, active market prices for identical assets or liabilities. Level 1 also
includes U.S. Treasury and federal agency securities and federal agency mortgage-backed
securities, which are traded by dealers of brokers in active markets. Valuation is obtained
from readily available pricing sources for market transactions involving identical assets
or liabilities. The Company did not have any Level I assets.

Level 2 - Observable inputs other than Level 1, such as quoted market prices for similar
assets or liabilities, quoted for identical or similar assets in inactive markets, and model
derived valuations in which all significant inputs are observable in active markets. The
Company did not have any Level 2 assets or liabilities.

Level 3 -- Valuation techniques in which one or more significant inputs are observable in
the market place. The company did not have any Level 3 assets or liabilities.

See independent auditors' report
4



KATALYST SECURITIES, LLC
(A Limited Liability Company)

NOTES TO THE FINANCIAL STATEMENT
DECEMBER 31,201S

7. NET CAPITAL REQUIREMENTS

The Company is subject to the uniform net capital requirements of Rule 15c3-1 of the
Securities and Exchange Act, as amended, which requires the Company to maintain, at all
times, sufficient liquid assets to cover indebtedness. In accordance with the Rule, the
Company is required to maintain defined minimum net capital of the greater of $5,000 or 6
2/3% of aggregate indebtedness.

At December 31, 2015, the Company had net capital, as defined, of ($10,934), which was
deficient of the required minimum net capital of $5,000 by $15,934. Aggregate
indebtedness at December 31, 2015 totaled $31,802. The Company's percentage of
aggregate indebtedness to net capital was (291%).

8. SUBSEQUENT EVENTS

Management of the Company has evaluated events and transactions that may have
occurred since December 31, 2015 and determined that there are no material events that
would require disclosures in the Company's financial statements, except at various times in
2016, the Company has been in net capital violation.

See independent auditors' report
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