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OATH OR AFFIRMATION

1, William Vogelgesang , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Candlewood Securities LLC ; as.
of December 31 ,20 09 , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has axiy proprietary interest in dny account

classified solely as that of a customer, except as follows:

Ly

e Signatur€”

Executive Vice President and Treasurer
: Title

L

This report ** contains (check all applicable boxes):
KX (a) Facing Page.
KX (b) Statement of Financial Condition.
KX (c¢) Statement of Income (Loss).
KX (d) Statement of Changes in Financial Condition.
KX (e) Statement of Changes in Stockholders® Equity or Partners’ or Sole Proprietors’ Capital.
[1 (© 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 Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.
[0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
g (1) An Oath or Affirmation.
(m) A copy of the SIPC Supplemental Report.
L1 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Notary Public

**For conditions of conﬁdehtial ireatment of certain portions of this filing, see section 240.17a-5(e)(3).



CANDLEWOOD SECURITIES LLC

TABLE OF CONTENTS
Page
INDEPENDENT AUDITORS’> REPORT .....ooooiiiiiiiiiiiiii e 1
FINANCIAL STATEMENTS
Statement of Financial Condition........cveveeieiiiiiiiiiiiie i 2
Statement Of OPETATIONS .....voveverierieieeieeiiiitie e 3
Statement of Changes in Members' EQUItY.......c.ovvviiiiiniiniie 4
Statement 0F Cash FIOWS .....oviviieiriieeeeenie ettt 5
Notes to Financial STatEMENTS .....ceivveereeerieerereeie et 6-7
INDEPENDENT AUDITORS’ REPORT ON SUPPLEMENTARY INFORMATION ......8
SUPPLEMENTAL INFORMATION
Computation of Net Capital Pursuant to Rule 15¢3-1...oiiiiiin 9
Statement Regarding Rule 1563-3 ..o 10
Supplemental Report of Independent Auditors on Internal Control............... reereene e 11-13

Transitional Assessment Reconciliation (Form SIPC-7T) oo R 14-15



SS&G

Certified Public Accountanis and Advisers

Cleveland Office

32125 Solon Road .
Independent Auditors’ Report

Cleveland, Ohio 44139

440-248-8787

fax 440-248-0841 Lo the Members
Candlewood Securities LLC

www.SSandG.com

We have audited the accompanying statement of financial condition of
Candlewood Securities LLC (the Company) as of December 31, 2009, and the
related statements of operations, changes in members' equity, and cash flows for
the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the
Company's 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 a 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 financial statements referred to above present fairly, in all
. material respects, the financial position of Candlewood Securities LLC at
Providing the December 31, 2009, and the results of its operations and its cash flows for the year
services that then ended in conformity with accounting principles generally accepted in the
United States of America.

bring solutions

P J.J "b ;Z ) QM%

OSCPA, PCAOB, the AICPA’s

Center for Audit Quality, and CERTIFIED PUBLIC ACCOUNTANTS

The Leading Edge Alliance.

Cleveland, Ohio
February 15, 2010



CANDLEWOOD SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,
2009
ASSETS

Cash $ 22,830
Prepaid expenses and other assets 4,679
TOTAL ASSETS $ 27,509

LIABILITIES AND MEMBERS' EQUITY
MEMBERS' EQUITY $ 27,509
TOTAL LIABILITIES AND MEMBERS' EQUITY $ 27,509

See accompanying notes to financial statements.
. 2.



CANDLEWOOD SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE
YEAR ENDED
DECEMBER 31,
2009
REVENUES $ -
OPERATING EXPENSES 15,746
NET LOSS $ (15,746)

See accompanying notes to financial statements.
3.



CANDLEWOOD SECURITIES LL.C

STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE
YEAR ENDED
DECEMBER 31,
2009
Balance, January 1, 2009 $ 28,258
Contributions 14,997
Net Loss (15,746)

Balance, December 31, 2009 $ 27,509

See accompanying notes to financial statements.
A4



CANDLEWOOD SECURITIES LLC

STATEMENT OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES

Net loss

NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Members' contributions

NET CASH PROVIDED BY FINANCING ACTIVITIES

NET DECREASE IN CASH

CASH, beginning of year

CASH, end of year

See accompanying notes to financial statements.
-5-

FOR THE
YEAR ENDED
DECEMBER 31,
2009

$ (15.746)

(15,746)

14,997

14,997

(749)

23,579

$ 22,830




CANDLEWOOD SECURITIES LL.C

NOTES TO FINANCIAL STATEMENTS

NOTE A - Summary of significant accounting policies

Business activity
Candlewood Securities LLC (the Company) is a registered broker-dealer under the Securities

Exchange Act of 1934.

The Company was formed on September 9, 2002, as an Ohio limited liability company; as such,
its members possess limited personal liability for obligations of the Company. The Company will
continue to exist perpetually unless terminated earlier by agreement of the members.

As a member of the Financial Industry Regulatory Authority (FINRA), the Company is exempt
from the requirements of Rule 15¢3-3 of the Securities and Exchange Commission (SEC)
because it operates under Section (k)(2)(i) of that Rule.

The Company is required to maintain a minimum net capital balance (as defined) of $5,000,
pursuant to the SEC's Uniform Net Capital rule 15¢3-1. The Company's net capital balance was
$22,830 at December 31, 2009. The Company must also maintain a ratio of aggregate
indebtedness (as defined) to net capital of not more than 15 to 1. The Company’s ratio was 0 to 1
at December 31, 2009.

Basis of accounting
The Company prepares its financial statements on the accrual basis of accounting according to

generally accepted accounting principles.

Income taxes
The Company, with the consent of its members, has elected to be formed as a limited liability

company. The operating agreement, construed under Ohio laws, states that the Company will be
treated as a partnership for federal and state income tax purposes. In lieu of paying taxes at the
company level, the members of a limited liability company are taxed on their proportionate share
of the Company's taxable income. Therefore, no provision or liability for federal or state income
taxes has been included in these financial statements.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

Evaluation of subsequent events
The Company has evaluated subsequent events through February 15, 2010, and has determined
that there were no subsequent events to recognize or disclose in these financial statements.




CANDLEWOOD SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

NOTE B - Related party

Candlewood Partners, Inc. and Candlewood Partners, LLC are related parties by common
ownership. The Company has a services agreement with both related parties. No management
fees were paid to Candlewood Partners, Inc. during the year ended December 31, 2009.

Effective August, 2008, the Company entered into an operating agreement with Candlewood
Partners, Inc., whereby the Company pays $440 per month for rent and utilities incurred by
Candlewood Partners on behalf of the Company. Expenses of $5,280 were reported by the
Company related to this agreement for the year ended December 31, 2009.
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SS§G

Certified Public Accountants and Advisers

Independent Auditors’ Report on Supplementary Information
Required by Rule 17a-5 of the Securities and Exchange Commission

To the Members
Candlewood Securities LLC

We have audited the accompanying financial statements of Candlewood Securities
LLC (the Company) as of and for the year ended December 31, 2009, and have
issued our report thereon dated February 15, 2010. Our audit was conducted for
the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained on pages 9 and 10 is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by rule 17a-5 under the Securities
Exchange Act of 1934. 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 a whole.

1891 Fnorewd Arurnus, e

CERTIFIED PUBLIC ACCOUNTANTS

Cleveland, Ohio
February 15,2010



CANDLEWOOD SECURITIES LLC

COMPUTATION OF NET CAPITAL PURSUANT TO
RULE 15¢3-1

DECEMBER 31, 2009

NET CAPITAL

Total members' equity from statement of financial condition
Deductions and/or charges
Nonallowable assets: Prepaid expense

Net capital before haircuts on security positions
Haircuts on securities

NET CAPITAL

AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3% of Total Aggregate Indebtedness)
Minimum dollar required net capital
Net capital requirement

EXCESS NET CAPITAL

Reconciliation with Company's computation of net capital
as presented in Part Il of Form X-17A-5 as of December 31, 2009:
Net Capital as reported in Company's Part II (unaudited) FOCUS report
Audit adjustments - rounding
Net Capital as reported above

$ 27,509

4,679

22,830

$ 22,830
$ -
$ ,

$ 5,000

$ 5,000

$ 17,830

$ 22,826

4

$ 22,830




CANDLEWOOD SECURITIES LLC
STATEMENT REGARDING RULE 15¢3-3

DECEMBER 31, 2009

The Company is not required to present the schedules "Computation for Determination of
Reserve Requirements Under Rule 15¢3-3" or "Information for Possession or Control
Requirements Under Rule 15¢3-3" as it meets the exemptive provisions of rule 15¢3-3 under
Section (k)(2)(1) of the rule.

-10-



SS§G

Certified Public Accountants and Advisers
Supplemental Report of Independent Auditors on Internal Control

Required by Rule 17a-5 of the Securities and Exchange Commission

Cleveland Office 10 the Members

32125 Solon Road Candlewood Securities LLC

Cleveland, Ohio 44139  In planning and performing our audit of the financial statements of Candlewood
Securities LLC (the Company), as of and for the year ended December 31, 2009,
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.

440-248-8787
fax 440-248-0841

www.SSandG.com

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 15c¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications,
and comparisons and recordation of differences required by rule
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

Providing the
services that

bring solutions
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 wunauthorized use or disposition and that
transactions are executed in accordance with management's authorization

member of:

OSCPA, PCAOB, the AICPA’s
Center for Audit Quality, and
The Leading Edge Alliance.

-11-



ISS§G

certified Public Accountanis and Advisers

www.SSandG.com

and recorded properly to permit the preparation of financial statements in
conformity with generally accepted accounting principles. Rule 17a-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
they 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
significant deficiency is a deficiency, or a combination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of
the company’s financial statements will not be prevented or detected and
corrected on a timely basis.

Our consideration of internal control was for the limited purpose described in the
first and second paragraphs and would not necessarily identify all the 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 of 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, 2009, to meet the SEC's objectives.

-12-



This report is intended solely for the information and use of the Members,
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.

4490 Fuoreed Lo e
CERTIFIED PUBLIC ACCOUNTANTS

Cleveland, Ohio
February 15, 2010

SGG

Certified Public Accountants and Advisers

www.SSandG.com

-13-
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SECURITIES INVESTOR PROTECTION CORPORATION
805 FIFTEENTH STREET, N. W,, SUITE 800
WASHINGTON, D.C. 20005-2215
(202) 371-8300 FAX (202) 371-6728
WWW.SIPC.ORG

X P o vk e R ek FOR YOUR INFORMA‘T‘ION*********#**

We acknowledge receipt of your firm's Form SIPC-7T filed for your
year ended December 31, 2009. Please be advised you have a $150.00 credit
to apply toward the SIPC-6 which you will file after the first half of your
fiscal 2010 year, the period January 1 through June 30, 2010.

This credit resulted in not applying the $150.00 payment made with
the SIPC-4 previously filed in early 2009.
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SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

ANNUAL AUDIT REPORT

For the Period from January 1, 2009 to December 31, 2009

Candlewood Securities LLC
(Name of Respondent)

10 ¥z E. Washington Street
Cleveland, Ohio 44022
(Address of Principal Executive Office)

Mr. William Vogelgesang

Candlewood Securities LLC

10 ¥ E. Washington Street

Cleveland, Ohio 44022

(440) 247-2800

(Name and address of person authorized to receive notices and
communications from the Securities and Exchange Commission)



