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1. Organization

GMP Securities, LLC ('.GMP" or the "Company"), a New York limited liability company, is a

registered broker-dealer with the Securities and Exchange Commission (.'SEC") under the

Securities Exchange Act of 1934 and a member of Financial Industry Regulatory Authority
("FINRA") and the Securities Investor Protection Corporation ("SIPC"). It is also registered in

Canada as an Exempt Market Dealer. The Company is a wholly owned subsidiary of GMP MTR
Acquisition Inc., a Delaware corporation. The Company is ultimately owned by GMP Capital Inc.

(the "Parent"), which is publicly listed on the Toronto Stock Exchange in Canada.

GMP is an institutional broker-dealer, with its head office inNew York City, specializingprimarily
in the secondary trading of fixed income securities, (high yield, convertible and emerging market

debt), as well as trading and making markets in equity securities.

The Company also offered investment banking services, equity research products, and equity
securities trading out of its Houstono Texas branch, primarily focused on the oil and gas, and

shipping industries. This business line and office was discontinued in the course of 2016.

The Company clears its securities transactions on a fully disclosed basis through Pershing,LLC
("Clearing Broker") and is therefore exempt from the requirements of SEC Rule 15c3-3 under
paragraph k(2xii).

2. Significant Accounting Policies

The accompanying statement of frrancial condition has been prepared in accordance with United

States Generally Accepted Accounting Princþles ('U.S. Çfuqpr:; and in accordance with
Accounting Standards Codification ("ASC") as set forth by the Financial Aocounting Standards

Board.

The preparation of the statement of financial condition in conformity with U.S. GAAP requires

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

of financial condition and accompanying notes. Management believes that the estimates utilized
in preparing its statement of financial condition are reasonable and prudent; however, actual results

could differ from those estimates.

All securities transactions and related rsvenues and expenses are recorded on a trade-date basis.

Securities owned and securities sold, not yet purchased are recorded at fair value with the

unrealized profit or loss reflected in Member's equity.
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

Trading commission revenue and related expenses arising from customer securities transactions

are recórded on a trade-date basis. lnterest income and expense are recorded on an accrual basis.

Dividend income is recorded at the ex-dividend date.

Research commissions earned from Commission Sharing Agreements (CSA's) are recognized on

an accrual basis of accounting. CSAs consist of a percentage of execution fees paid to a third party

executing broker that are then directed from buy side customers pay for research reports they

receive from the Company.

Investment banking revenues include fees earned from providing merger and acquisition advisory

services. Investments banking fees are recorded when services for the transactions have been

completed and the revenue is deemed reasonably determinable. Transaction-related expenses for

undérwritings and other investment banking services are deferred and recognized in the same

period as the related investment banking revenue. In the event that the transaction is not completed,

the costs associated with the investment banking services are expensed.

The carrying value of substantially all of the Company's financial assets and liabilities that are not

carried at fair value on the statement of financial condition will approximate the fair value

generally due to their short-term nature or since they are highly liquid. This includes cash and cash

ðquivalents, due from brokers and dealers, and due from/due to affiliates. Cash and cash

equivalents would be classified as Level 1 and due from brokers and dealers and due from/due to

affiliates would be classified as Level 2 within the fair value hierarchy.

The Company considers all highly liquid investments purchased with an original maturity date of
three months or less to be cash equivalents. As of December 31, 2016, there were no cash

equivalents.

Restricted cash consists primarily of cash pledged as security in return for an irrevocable standby

letter of credit related to certain lease commitments, (see notes 9 and 14).

Monetary assets and liabilities denominated in foreign currencies are translated into U.S. dollars

at the applicable year-end exchange rate. Foreign currency transaction revenues, expenses, gains

and losies are measured at the rates of exchange prevailing onthe dates ofthe transactions. Foreign

currency remeasurement gains and losses on security transactions are reflected in Member's

equity.

Office furniture, equipment, capitalized software, and leasehold improvements are carried at cost

less accumulated depreciation and amortization. All fixed assets, except for leasehold

improvements, are depreciated on a straight-line basis over their estimated useful lives ranging

from three to five years. Leasehold improvements are amortized over the shorter of their useful

life or the term of the lease. The Company shut down operations in Houston and Connecticut which

required write off of associated leasehold improvements and related capitalized fixed assets.
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

Certain key employees of the Company participated in Share Incentive Plans in which the
employees are entitled to receive common shares of the Parent upon satisfaction of specified
vesting conditions. These awards are accounted for as equity awards under ASC 718,
Compensation - Stock Compensatíon, on the books of the Company. The value of such awards is
initially determined at grant date. See Note 12, share incentive plan for further details of the plan.

The Company has a defined contribution retirement plan (the "Plan") under Section 401(k) of the
Internal Revenue Code, which covers all eligible employees. Eligible employees may contribute
amounts to the Plan, via payroll withholding, subject to Internal Revenue Service retirement plan
contribution limitations.

The Company is a single member limited liability company and, for income tax purposes, is

disregarded as an entity separate from its sole member, GMP MTR Acquisition Inc., pursuant to
U.S Income Tax Regulations Sec. 301.7701-3(bxlxii). As such, the results of the Company's
operations are included in those of GMP MTR Acquisition Inc.'s Federal and applicable state and
local income tax returns. GMP MTR Acquisition Inc. does not allocate a portion of the
consolidated income taxes to the Company as if the Company were a separate income taxpayer
Therefore, no provision for federal income taxes is provided in the Company's statement of
flurancial condition.

In accordance with ASC 820, Fair Value Measurements and Disclosures, the Company discloses
the fair value of its securities positions in a hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
quoted prices in active markets for identical assets or liabilities, (Level I measurements) and the
lowest priority to unobservable inputs that are significant to the valuation (Level 3 measurements).
Market price observability is impacted by a number of factors, including the type of investment
and the characteristics specific to the investment. Investments with readily available active quoted
prices or for which fair value can be measured from actively quoted prices generally will have a
higher degree of market price observability and a lesser degree ofjudgment used in measuring fair
value.

The Company's securities positions measured and reported at fair value are classified and
disclosed in one of the following categories:

Level I - Pricing inputs that reflect unadjusted quoted market prices thaf. are available in active
markets for identical assets or liabilities as of the reporting date.

Level 2 - Pricing inputs other than quoted market prices in active markets, or which are either
directly or indirectly observable for the asset or liability as of the reporting date.

9



GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

Level 3 - Pricing inputs that are unobservable for the asset or liabilities and include situations

where there is littte, if any, market activity or liquidity at the reporting date. The inputs into

the determination of fair value require signifîcant management judgment or estimation.

In certain cases, the inputs used to measure fair value may fall into different levels ofthe fair value

hierarchy. In such cases, a financial instrument's level within the fair value hierarchy is based on

the lowest level of input that is significant to the fair value measurement. Our

assessment of the significance of a particular input to the fair value measurement in its entirety

requires judgment and considers factors specific to the financial instruments. See Note 5 for

adàitional information related to the Company's fair value measurements with respect to the

Company's securities owned and securities sold, not yet purchased, at fair value.

Changes in valuation techniques may result in transfers in or out of an investment's assigned level

as described above.

3. Due From Brokers and Dealers

Due from brokers and dealers primarily includes deposit balance, realized profits, cash deposits,

proceeds from securities sold short, net receivables and payables arising from unsettled

transactions, commissions and claims with the Clearing Broker.

Proceeds related to securities sold, not yet purchased, are restricted until the securities are

purchased. Margin debt is generally collateralized by certain positions of the Company's securities

owned and cash held at the Clearing Broker, although at December 3l,20l6,the Company had no

margin debt. It is the Company's policy to monitor the credit standing of the Clearing Broker with
whom it conducts its business.

4. Net Capital Requirements

GMp is subject to the SEC's Uniform Net Capital Rule ("Rule 15c3-1"). This rule requires the

maintenance of minimum net capital and that the ratio of aggregate indebtedness to net capital,

both as defned, shall not exceed 15 to 1. At December3l,2016, GMP had net capital of
511,604,979, which was $1 1,114,472 in excess of the amount required. The Company's net capital

ratio was 0.634 to 1.

Proprietary accounts held at the Clearing Broker ('?AB Assets") are considered allowable assets

in the computation ofNet Capital pursuant to the PAB reserve computation set forth in SEC Rule

15c3-3, which requfues, among other things, that the Clearing Broker perform a computation for

PAB Assets set forth in SEC Rule 15c3-3.

Certain advances, distributions and other equity withdrawals are subject to notification and

restriction provisions of the SEC's Uniform Net Capital Rule.
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

5. Securities Owned and Securities Sold, Not Yet Purchased, at Fair Value

The Company's policy is to assess the fair value hierarchy of each security position and to

recognize transfers between levels at the end of each reporting period. During the 12 months ended

December 3I,2016, the Company did not have any significant transfers of securities owned, at

fair value and securities sold, not yet purchased, at fatr value between Levels I and 2 of the

valuation hierarchy.

The following table summarizes the fair value of the Company's securities owned and securities

sold, not yet purchased, at fair value within the fair value hierarchy at December 31,2016:

Level 1 Level2 Level3 Total

Securities owned,
at Fair Value

Corporate Bonds
Foreign Corporate and Government

Bonds
Equity and Preferred Securities
Derivatives

Securities sold, not yet purchased,
at Fair Value

Corporate Bonds
Foreign Corporate and Government

Bonds
Equity Securities

$ $ 1,028,104 $ s 1,028,104

1,032,596
1,332,201

67,847
1,33 1,155

1,032,596
1,046

67,847
$ 1,331,155 $ 2,129,593 s 3,460,748

s 214,090

503,203
841,727
503.203

$

$ 503,203 $ 1,055,817 $ 1,559,020

The fair value of the corporate bonds, and foreign corporate and Government bonds, are based on
their last transaction price or quoted prices of similar financial instruments. The Company
classified these instruments as Level 2 within the fair value hierarchy.

The fair value of equity and preferred securities and derivatives are based on unadjusted quoted

prices from markets in which the securities or derivative contracts are traded by the Company. To
the extent these equity securities and preferred securities are not actively traded, the Company
classified these instruments as Level 2 of the fair value hierarchy.

$ $ 214,090 $

841,727

6. Fixed Assets
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

At December 31, 2016, ftxed assets comprise of the following:

Leasehold Furniture
Improvements and Fixtures Equinment

Capitatized
Software Total

Cost
Cost at December 31,20L6 $ 2.075.611 $ r.140.32r $ 918,539 $ $ 4.536.758

Accumulated Depreciation'
Balance at December 31,2016 1,308,345 66t.643 758,582 348,090 3.076.660

Net Book Value s 767,266 $ 478.678 $ 159,957 $ 54,197 $ 1.460.098

7. Financial Instruments with Off-Balance Sheet Risk and Concentration of Credit Risk

From time to time, GMP may trade various financial instruments and enter into various investment

activities with ofÊbalance-sheet risk, including securities sold, not yet purchased.

Securities sold, not yet purchased are recorded as liabilities in the statement of furancial condition

and have market risk to the extent that GMP, in satisfying its obligation, may have to purchase

securities at a higher value than that recorded in the statement of financial condition.

The Company maintains cash balances with several financial institutions. Certain account balances

may not be covered by the FDIC, while other accounts, at times, may exceed federally insured

limits. The Company does not anticipate any losses or risks with respect to the concentration of
cash balances maintained with such fnancial institutions. At December 3I, 2016, all of the

Company's due from brokers and dealers and securities owned are held at the Company's Clearing

Broker and therefore are subject to the credit risk of the Clearing Broker.

ASC 460, Guarantees, requires the disclosure of information about obligations under certain

guarantee arrangements. In this regard, GMP has agreed to indemnify the Clearing Brokers for
losses that it may sustain from the customer accounts introduced by the Company. Pursuant to the

clearing agreement, the Company is required to reimburse the Clearing Broker without limit for
any losses incurred due to any counterparty's failure to satisfy its contractual obligations.

However, the transactions are collateralized by the underlying security, thereby reducing the

associated risk to changes in the market value of the security through to the settlement date. In

accordance with industry practice and regulatory requirements, the Company and the Clearing

Broker monitor collateral on the securities transactions introduced by the Company. At
December 31, 2016 and during the year then ended, there were no amounts required to be

indemnified to the Clearing Broker for customer accounts.
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

8. Contingencies

From time to time in the normal course of business, the Company may be a party to various

litigation matters and regulatory inquiries. While the ultimate legal and financial liability of the

Company, if any, with respect to such matters cannot be estimated with certainty, the Company

believes, based on its examination of such matters, that such ultimate liability would not have a

material adverse effect on the hnancial condition, results of operations or cash flows of the

Company. At December 3 1, 2016, no litigation was pending against the Company.

9. Commitments

The Company is committed to pay rent for office space under a number of non-cancelable

operating leases agreements with minimum annual rental payments. Some of the lease agreements

are subject to escalation clauses. Under certain circumstances these agreements allow for the

Company to sublease the space. Rent expense is accounted for on a straight-line basis over the

term of the lease agreements. Three to five months of rent abatements were granted in all lease

agreements. All lease agreements contain a renewal option to extend the lease arrangements at

prevailing market rates.

The Company entered into a lease for an offrce space in New York in 2014. Lease payments under

this lease are guaranteed by the Company's ultimate parent, GMP Capital Inc. In addition, an

amount of $902,360 on deposit with Bank of America was pledged as security in return for an

irrevocable standby letter of credit issued by Bank of America, not exceeding this amount, with
the New York City Landlord the named beneficiary (See Note 14). The lease agreement of
Houston provided the Company with an improvement allowance in connection with the

installation of the leasehold improvements. The improvement allowance was accounted for as a

lease incentive obligation and is amortized as a reduction of the rental expenses over the life of the

lease commitment. The Company signed a fîve year lease agreement during 2016 for new office

space in Florida as the existing lease agreement for different premises concludes in the first quarter

of20l7.

In 2016, the Company ended the use and occupancy of the offlrce spaces in Houston and

Connecticut. The operating lease for the Houston premises has been sublet as at23'd November,

20 I 6 for the remainder of the lease agreement, ending May 3 I , 20 1 9. The Company is looking for

a tenant to sublease the office space in Connecticut. As of December 3l , 2016, the Company had

an onerous lease provision in the amount of $777,462 and is included on accrued expenses and

other liabilities on the statement of financial condition.

Expected minimum annual rental payments under all current operating lease agreements are as

follows:
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GMP Securities,LLC

Notes to Statement of Financial Condition (continued)

Year Sublease
receipts

$ 93,830
93,830
46,9t5

Rent Payments Net Rent
Payments

$ 1,812,601
1,861,296
r,7rl,716
1,575,386
r,581,426

20t7
2018
2019
2020
2021
Thereafter

$ 1,906,431
1,955,126
r,758,63r
1,575,386
1,581,426
4,942,r50 4"942 ,150

$ 234,575 $ 13,719,150 $ 13.484,57s

10. Related Party Transactions

GMP has a Services Agreement with an affiliate, Griffiths McBurney Corp. ("GMC"), a SEC and

FINRA registered broker dealer, whereby GMP provides facilities, administrative and payroll

services to employees of GMC working out of GMC's New York City
branch. Under this arrangement, the Company is reimbursed for the direct administrative costs

associated with, and paid on behalf of GMC for these activities. Additionally, the Company is also

reimbursed for certain indirect costs which are allocated at a monthly rate of $2,250 per employee

of GMC. This monthly allocated fee includes, but is not limited to, communications cost,

miscellaneous office supplies, and facilities usage. This agreement ended in July 2016 as GMC

wound down their operations in New York City and no longer required these services. At
December 31,2016, there was no balance owed to GMP for these activities.

The Company participates in a revenue sharing agreement with certain afflrliates (GMP Securities

L.P., GMP Securities Europe LLP, and GMP Securities Australia Pty Limited). Pursuant to the

terms of the agreement, the Company receives from or owes to its affïliates certain revenues

generated from its participation as a distribution channel to its customers of certain newly issued

securities that were underwritten by its affiliates; or for other advisory services performed for or

by affiliates. GMP Securities Australia Pty Limited ceased operations in 2016 and this revenue

sharing agreement was amended and restated in June 2016 between the Company and GMP

Securities L.P., GMP Securities Europe LLP, GMF Securities Asia Limited and GMP Securities

Emerging Markets Corp.

On certain occasions, research commissions revenues earned from CSA research arrangements are

collected through afhliate entities or by the Company on behalf of affiliate entities who in turn

receive the proceeds from the third party entities. The proceeds received through or on behalf of
affiliate entities are settled between affiliates on a periodic basis. For the year ended December 31,

2016, 572,283 was collected from affiliate entities and 8125,279 on behalf of affiliate entities

related to these arrangements.
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GMP Securities , LLC

Notes to Statement of Financial Condition (continued)

The Company and certain affiliates, on occasion, seffle invoices on behalf of other affrliates and

recover these disbursements, at cost, through periodic billings. As of December 3I, 2016, the

receivables from the affrliates amounted to $130,939 and are included in due from affiliates on the

statement of financial condition. At December 31, 2016, the Company had a payable balance of
$73,193 related to these arrangements and are included in due to affiliates on the statement of
financial condition. These amounts are billed periodically and settled thereafter.

During the course of the year, GMP Securities Europe LLP, and GMP Securities Australia Pty

Limited ceased operations and all balances with these entities were settled.

The Company advanced money via an executed loan agreement to a key employee which is repaid

via an ofßet from the employee's commissions earned and through additional voluntary payments.

The balance ofthis receivable, which is expected to be fully recoverable, is $89,135 and is included

in other assets in the statement of financial condition.

For the year ended December 31,2016, the Company incurred interest related to subordinated

notes which were converted to Member's equþ (as further explained below). A balance of
$1,149,148 is due to its sole member, GMP MTR Acquisition Inc. and is included in due to
affiliates in the statement of financial condition.

11. Member's Equity

In 2016, GMP received capital contributions of $4,500,000 from its sole member; GMP MTR
Acquisition [nc. There *"ré no conditions attached to this capital infusion.

In addition, during the year subordinated notes payable of $19,000,000 were converted into equity
capital. Regulatory approvals were obtained for these transactions. As a result, the Company no

longer has any subordinated debt as at December 31, 2016. No distributions \¡/ere made in 2016.

12. Share Incentive Plan (Restricted Stock Units)

During the year ended December 3I, 2014, GMP introduced a Share Incentive Plan ("SIP")
available to certain employees ("Participants"). As part ofthis plan, GMP awarded restricted share

units ("RSU") which are equity-settled awards and vest over a deflrred period or on the attainment

of defined revenue targets. During the vesting period, dividend equivalents accrue to the

Participants in the form of additional share units.

During the year-ended December 31, 20l6,there were no RSUs awarded to Particþants.

The stock-based compensation expense associated to these awards is recognized on a straight line

method approach over the vesting period as defined in the RSU plan, generally three years, as a

non cash flow charge to the Company's current period eamings, with a corresponding increase to
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Notes to Statement of Financial Condition (continued)

equity. There are no outstanding non-vested RSUs at December 31,2016. During the year, 423,285

RSU's were forfeited.

13. Share Purchase Forgivable Loans

As an incentive to attract and retain employees, the Company awarded employees forgivable loans

which were used to purchase comrnon shares of the Parent. The common shares acquired pursuant

to this arïangement are pledged by the employee to the Company as collateral against the loans.

The loan principat is forgiven on a specified anniversary of the grant, (generally the fourth

anniversary) or on the attainment of specified revenue targets. If the recipient of the forgivable

loan voluntarily cease to be an employee of GMP prior to the specified grant date or revenue target,

the loans, including accrued interest, are required to be paid in full by the employee. [f the

employees are terminated without cause, the outstanding balance ofthe Forgivable loan, including

interest, is fully vested and forgiven. These loans bear interest at prime rate. In 20I6,the Company

made no additional advances of loans to employees to finance the purchase of common shares of
the Parent. At December 31, 2016, the carrying value of existing loans was $L25,934, which is
included in other assets on the statement of financial condition. The value of the Parent's common

shares pledged by the employees to the Company was $390,884.

14. Assets Ptedged as Security for Letters of Credit / Lines of Credit

Under the terms of the Company's New York lease agreement, an amount of $903,521 on deposit

with Bank of America was pledged as security in retum for an irrevocable standby letter of credit

issued by Bank of America, with the New York City Landlord the named beneficiary. This Letter

of Credit expires on September 30, 2017 and is expected to be renewed, in terms of the lease

agreement, for $676,770 with the same security arrangement. A letter of credit is required to be

in place for the duration of the lease which expires n2025. An amount of $80,811 on deposit with
Bank of America was pledged as security for corporate credit card lines provided by the Bank of
America. This credit card arrangement may be terminated at any time.

These amounts are shown as restricted cash on the statement of financial condition.

15. Subsequent Events

The Company has evaluated subsequent events through March 1,2017, the issuance date of this

statement of financial condition. The Company has determined that there are no material events

that would require disclosure in the hnancial statements.
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