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Tel: 440-248-8787 32125 Solon Road
Fax: 440-248-0841 Cleveland, OH 44139
www.bdo.com

Report of Independent Registered Public Accounting Firm

Members
Candlewood Securities LLC
Cleveland, Ohio

We have audited the accompanying statement of financial condition of Candlewood Securities
LLC as of December 31, 2014, and the related statements of operations, changes in members'
equity, and cash flows for the year then ended. 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 the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. The Company is not required to have, nor were we engaged to perform, an audit
of its internal control over financial reporting. Our audit included 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 includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, 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 December 31, 2014, and the results of its
operations, and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

The Computation of Net Capital and Aggregate indebtedness Under Rule 15c3-1 of the Securities
and Exchange Commission and Statement Pursuant to Rule 17a-5(d)(2)(iii) (the "supplemental
information") has been subjected to audit procedures performed in conjunction with the audit of
Candlewood Securities LLC's financial statements. The supplemental information is the
responsibility of Candlewood Securities LLC's management. Our audit procedures included
determining whether the supplemental information reconciles to the financial statements or the
underlying accounting and other records, as applicable, and performing procedures to test the
completeness and accuracy of the supplemental information. In forming our opinion on the
supplemental information, we evaluated whether the supplemental information, including its
form and content, is presented in conformity with 17 C.F.R.§ 240.17a-5. In our opinion the
supplemental information is fairly stated, in all material respects, in relation to the financial
statements as a whole.

Too u:A, LLf
February 23, 2015

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO international Limited, a UK company Nmíted by guarantee. and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the ßDO network and for each of the BDO Member Firms.
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CANDLEWOOD SECURITIES LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31,2014

ASSETS

Cash $ 12,961
Prepaid expenses 7,554

TOTAL ASSETS $ 20,515

LIABILITIES AND MEMBERS' EQUITY

TOTAL LIABILITIES $ 1,068

MEMBERS' EQUITY 19,447

TOTAL LIABILITIES AND MEMBERS' EQUITY $ 20,515

See accompanying notes to financial statements.
-2-



CANDLEWOOD SECURITIES LLC

STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31,2014

REVENUES . $ 573,901

OPERATING EXPENSES

Consulting Fees 350,515
Management Fees 190,386
Regulatory Fees 16,684
Audit and Tax Fees 9,450
Occupancy and Shared Expenses 5,280
Other 4,941
Legal 4,349

581,605

NET LOSS $ (7,704)

See accompanying notes to financial statements.



CANDLEWOOD SECURITIES LLC

STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE YEAR ENDED DECEMBER 31,2014

BALANCE, January 1, 2014 $ 12,701

Contributions 14,450

Net Loss (7,704)

BALANCE, December 31,2014 $ 19,447

See accompanying notes tofinancial statements.
-4-



CANDLEWOOD SECURITIES LLC

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED DECEMBER 31,2014

CASH FLOWS FROM OPERATING ACTIVITIES

- Net loss $ (7,704)
Adjustments to reconcile net loss to net cash used

in operations
Increase in prepaid expenses (4,396)
Increase in accrued liabilities 1,068

NET CASH USED IN OPERATING ACTIVITIES (11,032)

CASH FLOWS FROM FINANCING ACTIVITIES

Members' contributions 14,450

NET CASH PROVIDED BY FINANCING ACTIVITIES 14,450

NET INCREASE IN CASH 3,418

CASH, beginning of year 9,543

CASH, end of year $ 12,961

See accompanying notes tofinancial statements.



CANDLEWOOD SECURITIES LLC

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 provides general investment banking and advisory services
to a wide array of clients, ranging from start-ups to publicly traded companies. Its broker-dealer
services focus primarily on private placements for closely-held companies or institutional
investment funds.

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 15c3-3 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 1503-1. The Company's net capital balance was
$11,893 at December 31, 2014. 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, 2014.

Basis of accounting

The financial statements of the Company have been prepared on the accrual basis of accounting
in accordance with accounting principles generally accepted in the United State of America.

Income taxes

The Company, with the consent of its members, was 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.

The Company follows the accounting guidance for uncertainty in income taxes using the
provisions of Accounting Standards Codification 740, Income Taxes (ASC 740). Using that
guidance, tax positions initially need to be recognized in the financial statements when it is more
likely than not the position will be sustained upon examination by the tax authorities.

As of December 31, 2014, the Company had no uncertain tax positions that qualify for either
recognition or disclosure in the financial statements. It is the Company's policy to include any
penalties and interest related to income taxes in its operating expenses, however, the Company
currently has no penalties or interest related to income taxes. The earliest year that the Company
is subject to examination is the year ended December 31, 2011.

-6-



CANDLEWOOD SECURITIES LLC

NOTES TO FINANCIAL STATEMENTS

NOTE A - Summary of significant accounting policies, continued

Revenue recognition

Revenue is recognized upon the completion of a transaction.

Use ofestimates

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 events and transactions that occurred between December 31, 2014
and February 23,2015 which is the date that the financial statements were available to be issued,
for possible recognition or disclosure in the 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. A management fee
of $190,386 was paid to Candlewood Partners, Inc. during the year ended December 31, 2014.

The Company is party to 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, 2014.

Confidential -7-



CANDLEWOOD SECURITIES LLC

COMPUTATION OF NET CAPITAL PURSUANT TO
RULE 15c3-1

DECEMBER 31,2014

NET CAPITAL

Total members' equity from statement of financial condition $ 19,447
Deductions and/or charges

Nonallowable assets: Prepaid expense 7,554

Net capital before haircuts on security positions 11,893
Haircuts on securities -

NET CAPITAL $ 11,893

AGGREGATE INDEBTEDNESS

Total liabilities from statement of financial condition $ 1,068

Percentage of aggregate indebtdness to net capital 9%

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT

Minimum net capital required (6-2/3% of Total Aggregate Indebtedness) $ 71
Minimum dollar required net capital $ 5,000
Net capital requirement $ 5,000

EXCESS NET CAPITAL $ 6,893

Reconciliation with Company'scomputation of net capital
as presented in Part II of Form X-17A-5 as of December 31, 2014:
Net Capital as reported in Company's Part II (unaudited) FOCUS report $ 11,893

Net Capital as reported above $ 11,893

Statement Pursuant to Paragraph (d)(4) Rule 17a-5

The above computation of net capital agrees with the corresponding computation prepared by
the Company for inclusion in its Part II FOCUS Report filing as of December 31, 2014.

-8-



CANDLEWOOD SECURITIES LLC

STATEMENT REGARDING RULE 15c3-3

DECEMBER 31, 2014

The Company is exempt from Rule 1503-3 of the Securities and Exchange Commission under
paragraph (k)(2)(i) of that rule.

-9-



DIOB Tel: 440-248-8787 32125 Solon Road

Fax: 440-248-0841 Cleveland, OH 44139
www.bdo.com

Independent Accountant's Report on Applying Agreed-Upon Procedures

Members
Candlewood Securities LLC
Cleveland, Ohio

in accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying General
Assessment Reconciliation (Form SIPC-7) to the Securities Investor Protection Corporation
("SIPC") for the year ended December 31, 2014, which were agreed to by Candlewood
Securities LLC, the Securities and Exchange Commission, the Financial Industry Regulatory
Authority, Inc., and SIPC, solely to assist you and the other specified parties in evaluating
Candlewood Securities LLC's compliance with the applicable instructions of the General
Assessment Reconciliation (Form SIPC-7). Candlewood Securities LLC's management is
responsible for Candlewood Securities LLC's compliance with those requirements. This
agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of those parties specified in this
report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested
or for any other purpose. The procedures we performed and our findings are as follows:

1) Compared the listed assessment payments in Form SIPC-7 with respective
accrued expense amount, noting an adequate liability was recorded as of
December 31, 2014 and compared the SIPC-6 payment to the respective cash
disbursement records, noting no differences.

2) Compared the amounts reported on the audited form X-17A-5 for the year
ended December 31, 2014, as applicable, with the amounts reported in Form
SIPC-7 for the year ended December 31, 2014, noting no differences.

3) Compared any adjustments reported in Form SIPC-7 with supporting schedules
and working papers prepared by Candlewood Securities LLC, noting no
differences.

4) Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7
and in the related schedules and working papers supporting the adjustments,
noting no differences.

We were not engaged to, and did not, conduct an examination the objective of which would
be the expression of an opinion on compliance. Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed
above and is not intended to be and should not be used by anyone other than these specified

parties.

B00 uwLLP
February 23, 2015

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO international Limited. a UK company limited by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
10



d

SEOURITIESINVESTORPROTECTIONCORPORATION

P.O.Box 92185 }a2$-h37n1nND.C'.20000-2185

(33-RE17/10) Gellel'al ASSGSSR10llt80001101||61!011 (83-REV7/10)

Forlhefiscalyearended$5#70%- i'T·· >i|IT
(Read carefully(110instruellonslit yourWorking Copy beforecomploling this Form)

' TO BE FILED BY ALL SIPO MEMBERSWITHFISCAL YEAR ENDlNGS

1.Nameof Member,address,Designated Examining Authority,1934 Act registrallon no, andmonth In whloh fiscal yest ends for
.purposes of the auditrequirementof SEC Rule 17a-5;

Note: If anyof the informationshownon thé^
066845 FINRA Dec I malling label requirescorrectIon,pleasee-mail
OANDLEWOODSEOURITIESLLC 16*16 , anycorrections to form@sipo.organd so
6268UPERIORAVEE STE12co indleste ontheformfiled.
CLEVELAND OH 44114-1408

Nameandtelephonenumberofpersonto
contactrespecting this form.

2, A. General Assessment(item20 frompage 2) $

B. LesspaymentmadewithSIPO.6filed (exolude interest)

Q(fl(2-og
DatePald

C.Less prioroverpaymentapplied .

D.Assessmentbalance dueor (overpayment) I (

E. Inlerestcomputedonlate payment (see instruollonE) for, days at 20%perannum

F, Totalassessmentbalancoand Inlarast due (or overpeymentcarried forward) $ ÍÛIo O
G, PAID WITHTHIS FORM:

Check enolosed,payable to SIPO 3
Total (mustbe sameas F above) $ |()(g, †

H.Overpayment eartled forward $( ~ o ' )

3.Subsidlaries (S) and predecessors (P) included in this form(givenameand1934 Act egistration numbe):

The SIPC membersubmitting this form and lhe
personby whom Il la executed represent thereby
that all Informationcontained herelii la true, correct - .veu Á- .ww.--ee..4me.&
and complele. 9 ""°" iP or@nitsuo") '

(Apihorized Sighlure)

Dated thefday 01 de,.se a , 20]±L. ,,ele..E ene..(

This form and the assessmont payment is due 60 days aller lhe end of the fiscal year.Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in aneasily sooessibleplace.

* Dales:
Posimarked Reoelved Reviewed

E Calculations Documentation Forward Copyua
ec:
e Excepilons:

3 Disposillon of exceptions:



DETERMINATIONOF "SIPCNET OPERATINGREVENUES"
AND GENERALASSES-SMENT

Amountsfor the fiscal period
beginning 1/1/20%
andending12/81(2019

Eliminate cents

2a.mNealrevenue(FOCUSLine12/PariIIALine9,Code4000) ' , $_ '$ÎÎ ÎOÕ
2b.Addlifone:

(1) Totalrevenuesfromthesecurillesbusinessof subsidlades(exceptforeignsubsidlaries)and
predecessorsnot lacludedabove.

(2) Nellossfromprinolpaltransaollonsinsecurlliesin tradingaccounts,

(3) Nel lossfromprinolpaltransactionsincommodifiesin tradingaccounts,

(4)InterestanddividendexpensedeductedindeterminingIlom28, <•:

(5) Notloss frommanagemenioforparticipationin theunderwritlngordistributionofsecurilles,

(8) Expensesotherthanadverlislag,printing,regislrallonfeesandlegalfeesdeduoledindetermlaingnot
prolliItommanagementof orparticipalloninunderwritingordistribullonofsecurities.

(7) Nelloss fromsecuritiesla investmentaccounts.

Totaladdlilons

2c, Deduollons:
(1)Revenuesfromthedialtibullonof sharesof a registeredopenendinvestmentcompanyorunit

lavestmenttrust,fromthesaleof variableannulties,fromthebusinessofinsurance,fromlavestment
advisorysarvicesrendered,toreglateredInvosimentcompaniesorinsurancecompanyseparäle
accounts,andfromfransactionsinsecurityfuturesproduola,

(2) Revenuesfromcommoditytransactions.

(3)Comitilssions,floor brokerageandclearancopaidto otherSIPCmembers,lnconnection-with '
securillestransactions,

- (4) Reimbursemenlsforpostageinconneellonwithproxysolicitation.

(S)Netgainfromsecurlilesin laveslmealaccounts, .
(6) 100%of commissionsandmarkupsearnbdfromtransactionsin (I)certliloatesof depositand

(II)Treasurybills,bankersacceplancesorcommerofalpaperthatmaluraninemonthsor less
fromlasuancedale,

• (7) Directexpensesofprintingadvertisingandlegal.foosincurtedinconnecllonwithotherrevenue
relatedlothescourlilasbusiness(revenuedeilnedby Seollon16(9)(L)oftheAct),

(8) Otherrevenuenotrelatedellhardireollyor indireellyto thescouritiesbusiness,
(SeeInstruellon0):

(Deduollonsinexoèssof$100,000requiredocumentallon)

(S) (I)Tolat interealanddividendexpense(FOCUSLine22/PARTllA Line13,
Code4075plusline2 above)bul not in excess .
of lotalInterestanddi ad income, $ -

(ll) <10%of margininterealearnedoncustomerssecurities
accounts(40%of FOCUSline 5,Code3960). $ -

'Enter thegroalerofline (I) or (ll)

Totaldeduollons

26, SIPCNetOperatingRevenues , $ /)

20, GeneralAssessment@ ,0025



BDO Tel: 440-248-8787 32125 Solon Road

Fax: 440-248-0841 Cleveland, OH 44139

www.bdo.cOm

Report of Independent Registered Public Accounting Firm

Members
Candlewood Securities LLC
Cleveland, Ohio

We have reviewed management's statements, included in the accompanying Candlewood
Securities LLC SEC Rule 15c3-3 Exemptive Report, in which (1) Candlewood Securities LLC
identified the following provisions of 17 C.F.R.§ 240.15c3-3(k) under which Candlewood
Securities LLC claimed an exemption from 17 C.F.R.§ 240.15c3-3(k): (2)(i) (the "exemption
provisions") and (2) Candlewood Securities LLC stated that Candlewood Securities LLC met
the identified exemption provisions throughout the most recent fiscal year without
exception. Candlewood Securities LLC 's management is responsible for compliance with the
exemption provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company
Accounting Oversight Board (United States) and, accordingly, included inquiries and other
required procedures to obtain evidence about Candlewood Securities LLC 's compliance with
the exemption provisions. A review is substantially less in scope than an examination, the
objective of which is the expression of an opinion on management's statements. Accordingly,
we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material
respects, based on the provisions set forth in paragraph (k)(2)(i) of Rule 15c3-3 under the
Securities Exchange Act of 1934.

February 23, 2015

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO international Limited, a UK company timíted by guarantee, and forms part of the
international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Candlewood Securities LLC
526 Superior Ave East,Suite 1200

Cleveland, Ohio 44114

February 5, 2015

Candlewood Securities LLC

SEC RULE15c3-3 EXEMPTIVEREPORT

Candlewood Securities LLCis exempt from SECRule 1503-3 (the Customer Protection Rule)

pursuant to exemptive paragraph 15c3-3(k)(2)(i).

Candlewood Securities LLChasmet the identified exemptive provision noted above throughout
the most recent fiscal year of 2014 without exception.

Sincerely,

Stephen J.Latkovic
CEO/CCO


