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OATH OR AFFIRMATION

1, Matthew Karl , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HighTower Securities, LLC , as

of December 31 ,2019 , are true and correct. T 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 of a customer, except as follows:

%

Sig/tl-ature

KIMBERLEY WILLIAMS
Official Seal
§  Notary Public - State of lllinois
§ My Commission Expires Aug 21, 2022

/.

Notary Phblic

FinOp

Title

This report ** contains {check all applicable boxes):

(a) Facing Page.

/] (b) Statement of Financial Condition.

:| (c) Statement of Income (Loss) or, if there is other comprehensive income in the period(s) presented, a Statement
of Comprehensive Income {(as defined in §210.1-02 of Regulation S-X).

{d) Statement of Changes in Financial Condition.

{e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Ruie 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.

(m} A copy of the STPC Supplemental Report.

O OO

=l

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-3(e)(3).

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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KPMG LLP
Acn Center
Suite 5500
200 E. Randolph Street
Chicago, IL BOS(O1-B436

Report of Independent Registered Public Accounting Firm

To the Member and Board of Directars
HighTower Securities, LLC:

Opinion on the Financial Statement

We have audited the accompanying staternent of financial conditfon of HighTower Securities, LLC

{the Company) as of December 31, 2019, and the related notes (collectively, the financial statement}. In our
opinion, the financial statement presents fairly, in all material respects, the financial position of the Company as
of December 31, 2019, in conformity with U.S. generally accepted accounfing principles.

Basis for Opinion

This financlal staterment is the responsibility of the Company's management. OQur responsibility is to express an
opinion on this financial statement based on our audit. We are a public accounting firm regisiered with the
Public Company Accounting Oversight Board {United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

Woe conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Qur audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts
and disclosures in the financial statement. Qur audit also included evaluating the accounting principles used
and significant estimates made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our audit provides a reasonable basis for our opinion.

KPr e LEP

We have served as the Company's auditor since 2016.

Chicago, lilinois
March 2, 2020

KPMG LLP is a Delswere ¥mited lizbility partneeship and the U.S. membe;
firm of the KPMG network of independent member firms affilisted with
KPMG International Cooparative |”KPMG Interniational”), 8 Swiss entity




HighTower Securities, LLC

Statement of Financial Condition
December 31, 2019

Assets

Cash

Deposits with clearing brokers
Receivables from clearing brokers
Fee and brokerage income receivable
Other assels

Total assets

Liabilities and Member's Equity
Liabilities
Due to affiliates
Accounts payable and accrued expenses
Total liabilifies
Member's Equity

Total liabilities and member's equity

See Notes to Statement of Financial Condition.

3,063,200
735,000
392,072
475,063
313,483

4,979,698

1,413,436

1,333,342
2,746,778
2,232,920

4,979,608




HighTower Securities, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies

Nature of business: HighTower Securifies, LLC (the Company), an lllinois limited liability company, is a
registered broker-dealer with the Securiies and Exchange Commission (SEC} under the U.S. Securities
Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority (FINRA}. The
Company is also a member of the Securities Investor Protection Corporation (SIPC). The Company is a
wholly-owned subsidiary of HighTower Holding, LLC {the Parent).

The Company provides full-service securities brokerage services to retail and institutional customers,
primarily through the services provided by its registered representatives and advisors. Pursuant to
clearing agreements between the Company and its clearing brokers, National Financial Services, LLC,
Pershing, LLC, and JP Morgan Clearing Corp., all securities fransactions are cleared on a fully disclosed

basis,

The Company operates under the provisions of Paragraph {k)(2){ii) of Rule 15c3-3 of the Securities
Exchange Act of 1934 and, accordingly, is exempt from the remaining provisions of that Rule.

Essentially, the requirements of Paragraph (K}{2)(ii} provide that the Company clear all transactions on a
fully disclosed basis with a clearing broker-dealer, and promptly transmit all customer funds and securities
to the clearing broker-dealer. The clearing broker-deaier caries all the accounts of the customers and
maintains and preserves all related books and records as are customarily kept by a clearing broker-

dealer.
A summary of the Company's significant accounting policies follows:

Accounting policies: The accompanying financial statements have been prepared in accordance with
accounting principles generally accepted in the United States (U.5. GAAP).

Use of estimates: The preparation of a Statement of Financial Condition in conformity with U.S. GAAP
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 Statement of Financial
Condition. Actual results could differ from those estimates.

Income taxes: The Company is a single member limited liability company and is treated as a
disregarded entity for federal income tax purposes, Accordingly, it does not file any tax returns, but its
taxable income is reported as part of its Parent's tax returns. The Parent is a Iimited liability company
whose income or [oss is includable in the tax returns of its members.

The Company recognizes and measures its unrecognized tax benefits in accordance with Accounting
Standards Godification (ASC) 740 Income Taxes. When tax returns are filed, it is highly certain that some
positions taken would be sustained, upon examination by the taxing authorities, while others are subject
to uncertainty about the merits of the position taken or the amount of the position that would be ultimately
sustained. The benefit of a tax position is recognized in the Statement of Financial Condition in the
period during which, based on all available evidence, management believes it is more-likely-than-not that
the position will be sustained upon examination, including the resolution of appeals or litigation
processes, if any. Tax positions taken are not offset or aggregated with other positions. Tax positions
that meet the more-likely-than-not recognition threshold are measured as the largest amount of fax
benefit that is more than 50% likely of being realized upon setlement with the applicable taxing authority.
The Company has identified no uncertain tax positions through December 31, 2019 and, accordingly, has
not recorded a lfability for the payment of any interest or penalfies.




HighTower Securities, LLC

Notes to Statement of Financial Condition

Note 1. Nature of Business and Significant Accounting Policies (continued)

The Parent is generally not subject to examination by U.S. federal or state taxing authorities for tax years
before 2016.

Note 2. Cash

Cash includes cash in bank accounts at BMO Harris Bank N.A. and cash balances at clearing brokers
National Financial Services, LLC, Pershing, LLC and J.P. Morgan Clearing Corp. representing
commissions and fees eamed and collected by the Company.

Note 3. Deposits with and Receivables from Clearing Brokers

At December 31, 2019, deposits with clearing brokers includes cash security deposits totaling $735,000
that are required to be maintained in accordance with the Company's clearing broker agreements.

Receivables from clearing brokers consist of amounts due to the Company from its clearing brokers for
commissions and fees earned by the Company.

The following table presents receivables from clearing brokers by clearing broker and balance type.

Receivables from clearing brokers
JP Mergan Clearing Corp.

Money market rebates $ 236,004
Other clearing receivables 5,315
Total JP Morgan Clearing Corp. 241,409
-Nationat Financia! Senices, LLC
Fees and commissions receivable 119,720
Trade date adjustment 6,851
Total National Financial Sendces, LLC 126,571
Pershing, LL.C
Annual cash commitment incentive 25,000
Trade date adjustment (8)
Total Pershing, LLC 24,992
Total receivables from clearing brokers $ 392972
Note 4. Related Parties

Due to affiliates consists of transactions with entities affiliated with the Company through common
ownership. The Company has an expense sharing agreement with the Parent which allocates certain
services such as rent, professional fees, technology and telecommunication, travel and entertainment,
depreciation and other various expenses. The shared expense allocation is based on methodologies in
support of regulatory compliance and with growing, operating and servicing the business and its clients.
A core element includes alfocating expenses and other costs in relation to the number and percentage of




HighTower Securities, LLC

Notes to Statement of Financial Condition

Note 4. Related Parties {continued)

accounts being serviced by the Company. As of December 31, 2018, the Company has a payable with
the Parent related to these shared expenses of $990,739, which is included in due to affiliates on the

Statement of Financial Condition.

The Company also has service agreements with the Parent {o collect commissions and fees relating to
their wealth management practices. Additionally, fees are coliected for other affiliated entities through
common ownership with the Parent. As of December 31, 2019, the Company has a payable to the
Parent relating to the commissions and fees of $414,371 and a payable to other affiliated entities of
$8,326, both are included in due to affiliates on the Statement of Financial Condition.

Note 5. Off-Balance Sheet Risk, Concentration of Credit Risk, Commitments,
Contingencies and Indemnifications

From time to time, the Company is invoived in legal matters relating to claims arising in the ordinary
course of business. There are currently no such matters pending that the Company believes could have
a material adverse effect on the Statement of Financial Condition.

On January 25, 2019, FINRA released an announcement detailing a 529 Plan Share Ciass Initiative (the
Initiative) which recommended firms promptly remedy potential supervisory and suitability violations
relating to advisors executing trades on behalf of their customers of 529 plans that are inconsistent with
the accounts’ investment objectives, and to return money to harmed investors as quickly and efficiently as
possible. On July 1, 2019, the Company notified FINRA Enforcement that they would participate in this
Initiative. Upon notification, the Company has been working with FINRA to remediate the maiter,
including calculation of the remediation amount. In accordance with ASC 450, Confingencies, the
Company has accrued a $1.2 million liability for the estimated remediation payments that will be made to

investors impacted.

Credit risk is the amount of accounting loss the Company would incur if the counterparty failed to perform
its obligations under contractual terms. Substantially all of the clearing and depository operations of the
Company are performed by its clearing brokers pursuant to clearance agreements. The
Company's exposure to credit risk associated with the nonperformance of counterparties in fulfilling their
contractual obligations pursuant to securities transacfions can be directly impacted by volatile securities
markets, credit markets, and regulatory changes.

in the normal course of business, the Company's clearing brokers make margin loans to the Company's
customers, which are collateralized by customer securities. In permitfing the customers to purchase
securities on margin, the clearing brokers are exposed to the risk of a market decline that could reduce
the value of the collateral held below the customers' indebtedness before the collateral can be sold,
which could result in losses to the clearing brokers. The Company's agreements with the clearing
brokers require the Company to reimburse the clearing brokers for certain losses incurred related to
customers introduced by the Company. The Company seeks to control the risk associated with customer
activities by monitoring customer trading activity and margin balances and by sharing in the commissions
and fees earned by the registered representatives servicing those customers.

The Company maintains its cash in bank deposit accounts, which, at times, may exceed federally insured
limits. The Company has not experienced any losses in such accounts. Management believes that the
Company is not exposed to any significant credit risk on bank deposits.




HighTower Securities, LLC

Notes to Statement of Financial Condition

Note 5. Off-Balance Sheet Risk, Concentration of Credit Risk, Commitments,
Contingencies and Indemnifications (confinued)

In the normal course of business, the Company indemnifies and guarantees certain service providers,
such as clearing brokers, against specified potential iosses in connection with their acting as an agent of,
or providing services to, the Company. The maximum potential amount of future payments that the
Company could be required to make under these indemnifications cannot be estimated. However, the
Company believes that i is unlikely it will have to make material payments under these arrangements and
has not recorded any contingent Jiabiiily in the Statement of Financial Condition for these
indemnifications.

Additionally, the Company enters into contracts and agreements that contain a variety of representations
and warranties and which provide general indemnifications. The Company’s maximum exposure under
these arrangements is unknown, as this wouid involve fufure claims that may be made against the
Company that have not yet occurred. The Company expects the risk of any future obligations under
these indemnifications to be remote.

Note 6. Net Capital Requirements

The Company Is a broker-dealer subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1) under the
Securities Exchange Act of 1934, as amended, which requires the maintenance of minimum net capital.
Rule 15¢3-1 requires the Company to maintain net capital equal to the greater of 6-2/3% of aggregate
indebtedness or $250,000 and requires that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1. Rule 15¢3-1 also provides that equity capital may not be withdrawn or
cash distributions paid if the resulting net capital ratio would exceed 10to 1.

At December 31, 2019, the Company had net capital of $1,633,401 which was $1,383,401 in excess of its
required net capital of $250,000. The Company's ratio of aggregate indebtedness to net capital was 1.68
fo 1.

Note 7. Subsequent Events

The Company has evaluated subseguent events for potential recognition and/or disclosure through March
2, 2020, the date of the filing of this report. There have been no material subsequent events that
occurred during such period that would require disclosure in this report or recognition in the Statement of

Financial Condition as of December 31, 2019.




