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OATH OR AFYIRMATION
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Report of Independent Registered Public Accounting Firm

The Members

Driehaus Securities LLC

We have audited the accompanying statement of financial condition of Driehaus Securities LLC

the Company as of December 31 2010 This statement of financial condition is the

responsibility of the Companys management Our responsibility is to express an opinion on this

statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United

States 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 misstatement We were not

engaged to perform an audit of the Companys internal control over fmancial reporting Our

audit included consideration of internal control over financial reporting as 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 Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis

evidence supporting the amounts and disclosures in the statement of financial condition

assessing the accounting principles used and significant estimates made by management and

evaluating the overall financial statement presentation We believe that our audit provides

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 Driehaus Securities LLC at December 31 2010 in

conformity with U.S generally accepted accounting principles

Chicago Illinois

February 25 2011
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Driehaus Securities LLC

Statement of Financial Condition

December 31 2010

ASSETS

Cash and cash equivalents 19307557

Receivables from and deposits with clearing broker 421821

Fixed assets net of accumulated depreciation of $3184572 12975

Due from affiliates 468278

Other 399727

Total assets 20610358

LIABILITIES AND MEMBERS EQUITY

LIABILITIES

Accounts payable and accrued liabilities 1514791

Due to affiliates 857628

Total liabilities 2372419

MEMBERS EQUITY 18237939

Total liabilities and members equity 20610358

See accompanying notes
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Driehaus Securities LLC

Notes to Statement of Financial Condition

December 31 2010

Organization and Significant Accounting Policies

Driehaus Securities LLC the Company is Delaware Limited Liability Company organized on

October 2005 The Company is the surviving entity of merger on January 2006 with

Driehaus Securities Corporation Delaware S-Corporation organized on June 22 1979 The

Companys members are Driehaus Capital Holdings LLC and RHD Holdings LLC The

Company is registered broker-dealer that through December 31 2010 introduced and cleared

domestic transactions on fully-disclosed basis through another broker-dealer The Company

primarily provided brokerage services to its chairman affiliated entities and customers of

affiliated entities The customers of affiliated entities are primarily individuals trusts and

pension plans Effective January 2011 the Company discontinued its introducing brokerage

execution activities but continues as registered limited purpose broker-dealer that serves as the

distributor of the Driehaus Mutual Funds and Driehaus limited partnerships

The following is summary of significant accounting policies followed by the Company in the

preparation of its statement of financial condition

The Companys statement of financial condition has been prepared in accordance

with accounting principles generally accepted in the United States

Cash equivalents consist of money market mutual funds valued at reported net asset

value and short-term highly liquid investments having maturity of 90 days or less at

the time of purchase

The receivables from and deposits with clearing broker includes receivables net of

clearing fees and applicable transaction costs for commissions from securities

transactions Also included in receivables from and deposits with clearing broker are

money market mutual funds valued at reported net asset value

Fixed assets include software equipment and furniture and fixtures Fixed assets are

recorded at cost and depreciated over the estimated useful lives of the assets
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Organization and Significant Accounting Policies continued

The financial instruments of the Company are reported on the statement of financial

condition at market or fair values or at carrying amounts that approximate fair

values

The Company is subject to fair value accounting standards that define fair value establish the

framework for measuring fair value and provide three-level hierarchy for fair valuation based

upon the inputs to the valuation as of the measurement date The three levels of the fair value

hierarchy are as follows

Level quoted prices in active markets for identical securities

Level significant observable inputs including quoted prices for similarsecurities

interest rates prepayment speeds credit risk etc

Level significant unobservable inputs including the Companys own assumptions

in determining fair value of investments

The inputs or methodology used for valuing securities are not necessarily an indication of the

risk associated with investing in those securities

The following table presents the Companys fair value hierarchy for financial instruments valued

at fair value as of December 31 2010

Valuation Inputs Level Level Level Total

Quoted price cash

equivalents money
market mutual funds 18704866 18704866

Quoted price deposits with

clearing broker money
market mutual funds 124229 124229

Totals 18829095 18829095

There were no significant transfers between Level and Level for the year ended

December 31 2010 There were no Level assets during the year ended December 31 2010
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Organization and Significant Accounting Policies continued

The preparation of the statement of financial condition in conformity with accounting principles

generally accepted in the United States requires management to make estimates and assumptions

that affect amounts reported in the statement of fmancial condition and accompanying notes

Management believes that the estimates utilized in preparing its statement of fmancial condition

are reasonable and prudent Actual results could differ from those estimates

New Accounting Standard

In January 2010 the Financial Accounting Standards Board FASB issued Accounting

Standards Update ASU No 2010-06 Improving Disclosures about Fair Value Measurements

ASU 20 10-06 amends FASB ASC Topic 820 Fair Value Measurements and Disclosures and

provides guidance on how investment assets and liabilities are to be valued and disclosed

Specifically the ASU requires reporting entities to disclose the input and valuation techniques

used to measure fair value for both recurring and nonrecurring fair value measurements for

Level or Level positions ii transfers between all levels including Level and Level will

be required to be disclosed on gross basis i.e transfers out must be disclosed separately from

transfers in as well as the reasons for the transfer and iii purchases sales issuances and

settlements must be shown on gross basis in the Level rollforward rather than as one net

number The effective date of the ASU is for annual periods beginning after December 15 2009

however the requirement to provide the Level activity for purchases sales issuances and

settlements on gross basis will be effective for annual periods beginning after December 15

2010 The Company has implemented parts
and iiand is evaluating the implications of part

iii of the ASU and the impact to the statement of financial condition

Income Taxes

The Company is considered partnership for federal income tax purposes Therefore no

provision for federal income taxes has been made because the taxable income or loss of the

Company is included in the income tax returns of the individual members

The Company is subject to Illinois state replacement tax at rate of 1.5% of its taxable income

However because both of the Companys members are themselves subject to Illinois state

replacement tax the Company has no Illinois replacement tax liability and no provision for state

replacement taxes has been made
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Income Taxes continued

FASBs Accounting for Uncertainty in Income Taxes Tax Statement requires the evaluation of

tax positions taken or expected to be taken in the course of preparing the Companys tax returns

to determine whether the tax positions are more-likely-than-not of being sustained by the

applicable tax authority Tax positions not deemed to meet the more-likely-than-not threshold

would be recorded as tax expense in the current year The Company has evaluated all tax

positions and has determined that no liability for tax or related interest and penalties is required

to be recorded in the statement of financial condition as of December 31 2010 Additionally no

such liabilities are expected in the next twelve months The Company files tax returns with the

U.S internal Revenue Service and the state of Illinois The tax years 2009 and 2010 remain

subject to examination by taxing authorities Prior to 2009 the Company was single-member

limited liability company that was disregarded for federal and state income tax purposes and any

liability would be that of the Member Driehaus Capital Holdings LLC

Fixed Assets

The estimated useful lives and carrying amounts of fixed assets as of December 31 2010 are as

follows

Accumulated Net Book

Asset Class Useful Life Cost Depreciation Value

Software years

Equipment years

Furniture and fixtures years __________ ____________________
$_ -i

Richard Driehaus is the chairman of the Company The Company introduces and clears

domestic transactions through another broker-dealer on behalf of its clients These clients include

several investment limited partnerships for which Driehaus Capital Management IJSVI LLC

serves as the general partner Richard Driehaus is the chairman and member of Driehaus

Capital Management USVI LLC Other clients also include the Richard Driehaus

Totals

Related Parties

336932

1214363

1.646252

3197547

334616
1213574
1636382
3184572

2316

789

9870

12975
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Related Parties continued

Foundation and Richard Driehaus Museum for each of which Richard Driehaus is the

president Driehaus Mutual Funds for which the Company serves as distributor without

compensation Driehaus Companies Profit Sharing Plan and Trust and 401k Plan and Trust

for which the Company serves as plan sponsor and Richard Driehaus personal accounts

Richard Driehaus is also the chairman and chief investment officer of DCM DCM and the

Company share facilities employees and other administrative services These shared expenses

are allocated between the companies generally based upon their approximate usage Additional

expenses may be paid by the Company and then reimbursed by DCM or vice versa These

related-party allocations and transactions may result in an intercompany receivable or payable

pending reimbursement At December 31 2010 there were payables due to DCM for these

shared expenses totaling $652138 included in due to affiliates

The Company has entered into fee reimbursement agreement under which certain Driehaus

Mutual Funds reimburse the Company for certain service fees At December 31 2010 the

amount receivable under this agreement was $216955 and is included in due from affiliates on

the statement of financial condition

TNCD LLC of which Richard Driehaus is the president and sole member has an agreement

with the Company related to the use and operation of an aircraft owned by TNCD LLC Under

this agreement TNCD LLC owed the Company $249486 at December 31 2010 which is

included in due from affiliates on the statement of financial condition

RHD Properties LLC RHDP of which Richard Driehaus is president and sole member
leased office space to the Company for the year ended December 31 2010 No outstanding rent

was payable at December 31 2010

The Company maintains profit sharing plan and 40 1k plan for all eligible employees as

defined Discretionary contributions to the profit sharing plan and matching contributions to the

40 1k plan are funded by the Company These contributions are payable to the Driehaus

Companies Profit Sharing Plan and Trust and the Driehaus Companies 40 1k Plan and Trust

respectively
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Lease Commitments and Obligations

The Company has no future lease commitments as of December 31 2010

7.0ff-Balance Sheet Credit and Concentration of Risk

Securities transactions of customers are introduced to and cleared through another broker-dealer

Jefferies Company Inc Under the terms of its clearing agreement the Company is required to

guarantee the performance of its customers in meeting contractual obligations In conjunction

with the clearing broker the Company seeks to control the risks associated with its customer

activities by requiring various guidelines to be met Compliance with these guidelines is

monitored daily and pursuant to such guidelines the customers may be required to deposit

additional collateral or reduce positions where necessary

The Company has agreed to indemnify the clearing broker for losses that it may sustain from the

customer accounts introduced by the Company At December 31 2010 there were no amounts

to be indemnified to the clearing broker for these customer accounts

Amounts receivable from and deposits with the clearing broker represent concentration of

credit risk and primarily relate to commissions receivable on securities transactions The

Company does not anticipate nonperformance by its clearing broker In addition the Company

has policy of reviewing as considered necessary the creditworthiness of the clearing broker

with which it conducts business

The Company invests its excess cash with The Northern Trust Company This excess cash at

various times may include mutual funds commercial paper with maturity of ninety days or less

of companies with high credit ratings or overnight repurchase agreements The Company has

not experienced losses related to these investments At December 31 2010 excess cash was

invested only in mutual funds
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Driehaus Securities LLC

Notes to Statement of Financial Condition continued

Net Capital Requirement

The Company is subject to the Securities and Exchange Commission SEC Uniform Net Capital

Rule Rule 5c3-l Under the Rule the Company is required to maintain minimum net capital

equal to $5000 or 2/3% of aggregate indebtedness whichever is greater as these terms are

defined

Net capital and aggregate indebtedness change daily At December 31 2010 the Company had

net capital of $16994746 which was $16836585 in excess of the required net capital of

$158161 At December 31 2010 the percentage of aggregate indebtedness to net capital was

14% The net capital rules may effectively restrict the payment of equity withdrawals

Subsequent Events

In accordance with the provisions set forth in FASBs Subsequent Events the Company has

evaluated events or transactions and has determined that there are no subsequent events that

require recognition or disclosure in the statement of fmancial condition other than as disclosed in

Note
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