i

—= |

J

‘

!

.

f

i

!

'_
{

- - e BF)?///% K

"ATES OMB APPROVAL
\NGE COMMISSIONA", OMB Number: 3235-0123
Expires: January 31, 2007
0700‘261 -C. 20549 \&\p.\' G \Estimated average burden
_ 57 RECEIvEpN hmurs per Tesponse . .. ... .. 12.00
ANNUAL AUDITED REPORT KC\
FORM X-17A-5\§ FEB 2 g 2007 “\NSECFILE NUMBER
PART I 844742
\
FACING PAGE XN 153~ &&y
Information Required of Brokers and Dealers Pursuant to S{:c i0 }'ﬂthe
Securities Exchange Act of 1934 and Rule 17a-5 Thereu\l?er
REPORT FOR THE PERIOD BEGINNING 01/01/06 AND ENDING 12/31/06
MM/DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION
NAME OF BROKER - DEALER: Guggenheim Securities, LLC OFFICIAL USE ONLY
D SOFP IPAL PLACE OF SINESS: (D P.O. Box No. -
ADDRESS QF PRINC P OF BU {Do not use P.O. Box No.) FIRMID-NO.
135 East 57" Street
(No. and Street)
New York New York 10022
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Gus Coutsouros (212) 901-9412

{Area Code — Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

KPMG LLP
(Name — if individual, state last, first, middle name)
345 Park Avenue New York New York 10154
{Address) (City) (State) (Zip Code)
CHECK ONE:
PROCESSED
Certified Public Accountant
[J  Public Accountant MAR 21 2007;
[J  Accountant not resident in United States or any of its possessions.
' THOMSON
FINANCIAL
FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)(2).

Potential persons who are to respond to the collection of
information contained in this form are not required to respond

unless the form displays a currently valid OMB control
SEC 1410 (06-02) number.




AFFIRMATION

I, Gus Coutsouros, affirm that, to the best of my knowledge and belief, the accompanying
financial statements and supplemental schedules pertaining to Guggenheim Securities, LLC, as of
December 31, 2006, are true and correct. I further affirm that neither the Company nor any
officer or director has any proprietary interest in any account classified as that of a customer.

Gus CoutSourous
Managing Director

Swom and subscribed to before me this
L th day of February, 2007.

IDALIA DEJESUS
NOTARY PUBLIC, STATE OF NEW YORK
No. 01DE6086473
QUALIFIED IN NEW YORK COUNTY
My Gt e - mvomes w21, 204/
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KPMG LLP
345 Park Avenue
New York, NY 10154

Independent Auditors® Report

The Member of
Guggenheim Securities, LLC:

We have audited the accompanying statement of financial condition of Guggenheim Securities, LLC (the
“Company”} as of December 31, 2006. 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.

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 statement of financial condition is free of material misstaternent. An audit includes
consideration of internal control over financial reporting as a 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 Company’s internal control over financial reporting. Accordingly, we express no such opinion, An
audit of a statement of financial condition also includes examining, on a test basis, evidence supporting the
amounts and disclosures in that statement of financial condition, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition 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 Guggenheim Securities, LLC as of December 31, 2006, in conformity with U.S.
generally accepted accounting principles.

KPMe P

February 26, 2007

KPMG LLP, a U.S. limited hatnhity partnarship, is the U.S,
mermber firm of KPMG International, & Swiss cooperative.




GUGGENHEIM SECURITIES, LLC

Statement of Financial Condition
December 31, 2006

m Assets
Cash and cash equivalents $ 811,572
n Receivable from clearing organization 528,735
Other receivables and prepaid assets 240,511
Due from affiliates 35,574

Fixed assets -
at cost less accumulated depreciation of $16,265

12,864

Total assets $ 1,629,256

Liabilities and Member's Equity

Accrued expenses and other liabilities A 95,019
Accrued compensation and related benefits 88,659
Total liabilities 183,678
Member's equity 1,445,578
Total liabilities and member's equity § 1,629,256

The accompanying notes are an integral part of this financial statement.
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GUGGENHEIM SECURITIES, LLC

Notes to Statement of Financial Condition
December 31, 2006

1. General Information

Guggenheim Securities, LLC (the “Company”) is a broker-dealer registered with the
Securities and Exchange Commission (the “SEC™) and the National Association of Security
Dealers, Inc. (the “NASD™). The Company is engaged in investment advisory services and
is a wholly-owned subsidiary of Guggenheim Securities Holdings, LLC (the “Parent”)
which is a wholly-owned subsidiary of Guggenheim Capital, LLC (“Guggenheim™).

2. Summary of Significant Accounting Policies

Basis of Presentation

The Company maintains its accounting records on the accrual basis of accounting. The
preparation of the statement of financial condition in conformity with U.S. generally
accepted accounting principles requires management to make estimates and assumptions
that affect the amounts reported in the statement of financial condition. Actual results could
differ from those estimates.

Cash Equivalents
Marketable investments that are highly liquid and have maturities of three months or less at
the date of purchase are classified as cash equivalents.

Financial Instruments

Financial instruments owned, purchased, and sold are recorded on a trade-date basis at fair
value. Realized and unrealized gains and losses are included in the statement of operations.
The fair value of trading positions is based on listed market prices. In certain markets where
observable market prices are not available for all products, fair value is determined using
techniques appropriate for each particular product. The trading positions are held by the
clearing broker and may be pledged by the clearing broker in the conduct of its business.

Fair Value of Financial Instruments
Substantially all of the Company’s assets and liabilities are carried at fair value or
contracted amounts which approximate fair value.

Fixed Assets
Fixed assets represent office equipment and are reported at historical cost. Depreciation is

calculated on the straight-line method over the estimated useful lives of the assets which is
five years.

Investment Fees
Investment fees are recognized as earned on a pro rata basis over the life of the contract.




GUGGENHEIM SECURITIES, LLC

Notes to Statement of Financial Condition
December 31, 2006

Income Taxes

The Company, as a single member Limited Liability Company, is a disregarded entity for
tax purposes and does not file its own income tax returns. Any income tax payments on the
Company’s profits are the responsibility of its Parent.

3. Related Party Transactions

The Company has a Service Agreement with certain subsidiaries of Guggenheim under
which the following services are provided: premises; systems facilities, including hardware,
software and telecommunications; corporate finance, including accounting, tax and

planning; human resources and benefits administration; general administration; legal; and
marketing,

4. Regulatory Requirements

As a registered broker-dealer, the Company is subject to the Uniform Net Capital Rule
15¢3-1 under the Securities Exchange Act of 1934, which requires the maintenance of the
greater of minimum net capital of $50,000 or 6 2/3% of aggregate indebtedness, and that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. The
rule of the “applicable” exchange also provides that equity capital may not be withdrawn or
cash dividends paid if the resulting net capital ratio would exceed 10 to 1. At December 31,
2006, net capital was $1,156,629, an excess of $1,106,629, and the ratio of aggregate
indebtedness to net capital was 0.16 to 1.

5. Reserve Requirements under SEC Rule 15¢3-3

The Company does not carry any customer accounts and is exempt from SEC Rule 15¢3-3

under paragraph k (2)(ii) because all customer transactions are cleared through other broker-
dealers on a fully disclosed basis.




M KPMG LLP

345 Park Avenue
New York, NY 10154

Independent Auditor’s Supplementary Report on Internal
Control Required by SEC Rule 17a-5

The Member of
Guggenheim Securities, LLC:

In planning and performing our audit of the financial statements of Guggenheim Securities, LLC (the Company), as
of and for the year ended December 31, 2006, in accordance with auditing standards generally accepted in the
United States of America, we considered the Company’s internal control over financial reporting (internal control)
as a 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 Company’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a study of
the practices and procedures followed by the Company, including consideration of control activities for safeguarding
securities. This study included tests of such practices and procedures that we considered relevant to the objectives
stated in rule 17a-5(g), in making the periodic computations of aggregate indebtedness (or aggregate debits) and net
capital under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule 15¢3-3.
Because the Company does not carry securities accounts for customers or perform custodial functions relating to
sustomer securities we did not review the practices and procedures followed by the Company in any of the
following:

1. Making the quarterly securities examinations, counts, verifications, and comparisons and recordation of
differences required by ruie 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Governors of the Federal Reserve System

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by rule 15¢3-3

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 SEC's 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
\ransactions are executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in conformity with U.S. generally accepted accounting principles. Rule 172-5(g)
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, error or fraud
may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the risk that
ihey may become inadequate because of changes in conditions or that the effectiveness of their design and operation
may deteriorate.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis. A
rignificant deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with U.S.
generally accepted accounting principles such that there is more than a remote likelihood that a misstatement of the
entity's financial statements that is more than inconsequential will not be prevented or detected by the entity’s
internal control,

KPMG LLP, a U.S. limited kability partnership, is the U.S,
member frrn of KPMG International, & Swiss cooperative,




A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
entity’s 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 and control activities for safeguarding securities that we consider to be
material weaknesses, as defined above,

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
2f 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in all
‘material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study,
‘we believe that the Company's practices and procedures, as described in the second paragraph of this report, were
adequate at December 31, 2006, to meet the SEC's objectives.

This report is intended solely for the information and use of the Member, management, the SEC and other regulatory
agencies that rely on rule 17a-5(g) 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.

KPMe LP

February 26, 2007




