
Illl fI

12060378

ANNUAL AUDTED REPORT
FORM X17A5

PART ifi

FACING PAGE

Information Required of Brokers and Dealers Pursuant to Section 17 of the

Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/2011

MM/DD/YY

AND ENDING 12/31/2011

MM/DD/YY

Address

CHECK ONE

REGISTRANT IDENTIFICATION

City State Zip Code

Certified Public Accountant

Public Accountant

Accountant not resident in United States or any of its possessions

FOR OFflCAL USE ONLY

Claims for exemption from the requirement that the annual report be covered by the opinion ofan independent public accountant

must be supported by statement offacts and circumstances relied on as the basis for the exemption See Section 240.1 7a-5e2

Potential persons who are to respond to the collection of

information contained in this form are not required to respond
unless the form displays currentlyvalid 0MB control number

COMMISSION
20549

0MB APPROVAL

0MB Number 3235-0123

Expires April 30 2013

Estimated average burden

hours per response 12.00

SEC FILE NUMBER

8-066267

NAME OF BROKER-DEALER Kovi Securities LLC
r0FFIC1AL

USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS Do not use P.O Box No FIRM l.D NO

115 LaSafle St 27th Floor

No and Street

Chicago Illinois 60603

City State Zip Code

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Mr Jonathan Shapiro 312 3347317

Area Code Telephone Number

ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report

McGladrey Pullen LLP

Name individual state last first middle name

One South Wacker Drive Suite 800 Chicago Illinois 606063392

SEC 1410 06-02



OATH OR AFFIRMATION

This report contains eck all applicable

II Facing Page

IZI Statement of Financial Condition

LI Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

LI Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

LI An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date of the previous audit

Independent auditors report on internal control

Mr Jonathan Shapiro swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Kovitz Securities LLC as

of December 31 20 11 are true and correct 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 customer except as follows

Title

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Kovitz Securities LLC

Financial Report

December 31 2011

Filed as PUBLIC information pursuant to Rule 17a-5d

under the Securities Exchange Act of 1934



Contents

Independent Auditors Report

Financial Statement

Statement of financial condition

Notes to statement of financial condition



McGladrey Pullen LLP

McGladrey

Independent Auditors Report

To the Members

Kovitz Securities LLC

Chicago Illinois

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

Company as of December 31 2011 that you are filing pursuant to Rule 7a-5 under the Securities

Exchange Act of 1934 This financial statement is the responsibility of the Companys 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 misstatement An audit includes

examining on test basis evidence supporting the amounts and disclosures in the statement of financial

condition An audit also includes 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 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 Kovitz Securities LLC as of December 31 2011 in conformity with

accounting principles generally accepted in the United States of America

Chicago Illinois

February 27 2012

Member of RSM International network network of independent accounting tax and consuiing firms



Kovitz Securities LLC

Statement of Financial Condition

December 31 2011

Assets

Cash and cash equivalents 188217

Receivable from clearing broker 44876

Securities owned 99985

Prepaid expense 25092

Total assets 358170

Liabilities and Members Equity

Accounts payable and accrued expenses 1656

Members Equity
356514

Total liabilities and members equity 358170

See Notes to Statement of Financial Condition



Kovitz Securities LLC

Notes to Statement of Financial Condition

Note Nature of Operations and Significant Accounting Policies

Nature of operations Kovitz Securities LLC the Company was formed as Delaware limited liability

company in October 2003 The Company is registered as broker-dealer with the Securities and

Exchange Commission SEC and commenced operations in May 2004 The Company is member of

the Financial Industry Regulatory Authority The Company provides brokerage services primarily in equity

and fixed income securities for institutional and retail customers located throughout the United States

with all customer transactions with and for customers cleared on fully disclosed basis through Pershing

LLC

The Company is under common ownership with its affiliated Registered Investment Adviser Kovitz

Investment Group LLC the RIA The RIA is registered with the SEC under the Investment Advisers Act

of 1940 The Company primarily executes orders as directed by the RIA

The Company does not hold funds or securities for or owe funds or securities to its customers and

therefore is exempt from the provisions of SEC Rule 5c3-3 based on Paragraph kX2ii of the Rule

Accounting policies The Company follows Generally Accepted Accounting Principles GAAP as

established by the Financial Accounting Standards Board the FASB to ensure consistent reporting of

financial condition results of operations and cash flows

Use of estimates The preparation of financial statements in conformity with GAAP requires

management to make estimates and assumptions that affect the reported amounts in the assets and

liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the

reported amounts of revenue and expenses during the period Actual results could differ from those

estimates

Revenue recognition Commissions from securities transactions are recorded on trade date

Fair value of financial instruments Financial instruments are recorded at fair value Fair value is the

price that would be received to sell an asset or paid to transfer liability in an orderly transaction between

market participants at the measurement date Under the fair value hierarchy the inputs to valuation

techniques are prioritized into the following levels

Level Inputs are quoted prices unadjusted in active markets for identical assets or liabilities

the Company has the ability to access

Level Inputs are inputs other than quoted prices included within Level that are observable

for the asset or liability either directly or indirectly

Level Inputs are unobservable inputs for the asset or liability
and rely on managements own

assumptions about the assumptions that market participants would use in pricing the asset or

liability

fair value measurement assumes that the transaction to sell the asset or transfer the liability occurs in

the principal market for the asset or liability or in the absence of principal market the most

advantageous market financial instruments level within the fair value hierarchy is based on the lowest

level of any input that is significant to the fair value measurement



Kovitz Securities LLC

Notes to Statement of Financial Condition

Note Nature of Operations and Significant Accounting Policies Continued

Securities owned consist of U.S Treasury bill that is on deposit with the Companys clearing broker and

carried at fair value with the resulting unrealized gains and losses reflected in revenue The U.S

Treasury bill is valued using quoted market prices and classified within Level of the fair value hierarchy

Income taxes The Company is taxed as partnership under the provisions of the Internal Revenue

Code and accordingly is not subject to federal income taxes Instead members are liable for federal

income taxes on their respective shares of taxable income

The Company has evaluated 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 when challenged or when examined by the applicable tax authority Tax positions not

deemed to meet the more-likely-than-not threshold would be recorded as tax benefit or expense and

liability
in the current year Management has determined that there are no material uncertain tax

positions through December 31 2011 The Company is generally not subject to U.S federal state or

local income tax examinations for tax years before 2008

Cash equivalents Cash equivalents are short-term highly liquid investments with original maturities of

90 days or less at date of acquisition that are not held for sale in the ordinary course of business

Note Related Parties

An affiliate related by common ownership performs certain administrative functions including payment of

common expenses and other indirect expenses of the Company Pursuant to written agreement the

Company pays management fee to this affiliate for its allocated portion of these services The

Company had no amounts due to this affiliate at December 31 2011

Note lndemnifications

In the normal course of business the Company is subject to various claims litigation regulatory and

arbitration matters Because these claims and matters are at different stages management is unable to

predict their outcomes The Company also enters into contracts that contain variety of representations

and warranties that provide indemnifications under certain circumstances The Companys maximum

exposure under these arrangements is unknown as this would involve future claims that may be made

against the Company that have not yet occurred The Company expects the risk of loss to be remote

Note Financial Instruments with Off-Balance-Sheet Risk

Securities transactions of customers are introduced to custodied and cleared through the Companys

clearing broker Pershing LLC Under the terms of its clearing agreement the Company is required to

guarantee the performance of its customers in meeting contracted obligations In conjunction with the

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

customers to maintain collateral in compliance with various regulatory and internal guidelines

Compliance with the various guidelines is monitored daily and pursuant to such guidelines the

customers may be required to deposit additional collateral or reduce positions where necessary

Amounts receivable from the clearing broker represent concentration of credit risk and primarily relate to

revenue receivable on securities transactions and deposits The Company also maintains deposit

accounts at bank that at times exceed federally insured limits The Company does not anticipate

nonperformance by customers its clearing broker or its bank In addition the Company has policy of

reviewing as considered necessary the creditworthiness of the clearing broker and bank with which it

conducts business



Kovitz Securities LLC

Notes to Statement of Financial Condition

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 Under this rule the

Company is required to maintain net capital of 6-2/3 percent of aggregate indebtedness or $100000

whichever is greater as these terms are defined and requires that the ratio of aggregate indebtedness to

net capital both as defined not to exceed 15 to The rule also provides that equity capital may not be

withdrawn if the resulting net capital ratio would exceed 10 to

Net capital and aggregate indebtedness change from day to day but at December 31 2011 the

Company had net capital and net capital requirements of $328083 and $100000 respectively The

Companys net capital ratio was 005 to The net capital rule may effectively restrict member

distributions

Note Subsequent Events

Subsequent events or transactions occur after the balance sheet date but prior to the issuance of the

audited financial statements and may have material effect on the financial statements The Company
had no material subsequent events or transactions as of the report issuance date


