[T — ™

17004410 OMB APPROVAL
SECURIT! OMB Number: 32350123
Washington, D.C. 2ud4y Expires: May 31, 2017
. T Estimated average burden
WNNU AL AUD]TEbREPORT houts perresponse.. ... 12.00
. SEC FORM X-17A-5 SEC FILE NUMBER
Mail Processing PART I 8. 52256
Section :

- FACING PAGE
Infofﬁ'&t&g mguired of Brok

ers and Dealers Pursuant to Section 17 of the
Was%ﬁﬁ%lﬁélxchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIBPEBEGINNING 01/01/16 AND ENDING 12/31/16
MM/DD/YY MM/DD/YY
A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Marathon Capital Markets, LLC

OFFICIAL USE ONLY
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM 1.D. NO.
200 W. Madison Street, Suite 3650
(No. and Street)
Chicago iL 60606
(City) (State)

(Zip Code)
NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Jacob Mayer

312-089-1343

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

RSM US LLP =3
(Name - if individual, state last, first, middle name) —
TR T e
One South Wacker Drive Chicago iL ey EH0608
LR i
(Address) (City) (State) 3 \(.‘Bp C‘Pﬁi ‘
\ﬂ —
-zl
CHECK ONE: -t 9 P
x =
X Certified Public Accountant € -
O Public Accountant @
[0 Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See Section 240.1 7a-3(e)(2)

Potential persons who are to respond to the collection of
information contained in this form are not required to respond
SEC 1410 (06-02) uniess the form dispiays a currently vaiid OMB control number.

Confidential in accordance with SEC Rule 17a-5(¢)(3)

D



OATH OR AFFIRMATION

I, Jacob Mayer o , swear (or affirm) that, to the best of
my knowledge and belief the accompanying fi fnancnal statement and supporting schedules pertaining to the firm of
‘Marathon Capital Markets, LLC o , as
of December 31 e , 20 16 , are frue and correct. I 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 a customer, except as follows:
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"OFFICIAL SEAL"

This report ** contains {(check all applicable boxes): YADIRA RENTERIA
(a) Facing Page. Notary Public, State of (llinols
(b) Statement of Financial Condition. My Commission Expires 11/14/2020
1 FEEEGOGGY

X

X

O (c) Statement of Income (Loss).

(J (d) Statement of Changes in Financial Condition.

I (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital,

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

LI (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

LI (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

0 () 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.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

& () An Oath or Affirmation,

O (m) A copy of the SIPC Supplemental Report.

0J (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit,

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Board of Managers
Marathon Capital Markets, LLC

We have audited the accompanying statement of financial condition of Marathon Capital Markets, LLC
(the Company) as of December 31, 2016, and the related notes (the financial statement). This financial
statement is the responsibility of the Company's management. Our responsibility is to express an opinion
on this financial statement 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 statement is free of material misstatement. 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
also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement, 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 statement referred to above presents fairly, in all material respects, the

financial position of the Company as of December 31, 2016, in conformity with accounting principles
generally accepted in the United States.

RSk 0SS LLP

Chicago, lllinois
February 3, 2017

THI POMER OF BEING UNDERSTOOD
AT TAX UONSLLTING



Marathon Capital Markets, LLC

Statement of Financial Condition
December 31, 2016

Assets

Cash

Accounts receivable, net

Prepaid expenses

Investments in securities, at fair value
Total assets

Liabilities and Member's Equity
Liabilities
Due to Marathon Capital, LLC

Accounts payable
Deferred revenue

Member's equity

Total liabilities and member's equity

See Notes to Financial Statement.

2,485,903
896,445
19,579
8,327

3,410,254

1,794,025
65,048
32,955

1,892,028

1,518,226

3,410,254




Marathon Capital Markets, LLC
Notes to Financial Statement

Year Ended December 31, 2016

Note 1. Nature of Operations and Significant Accounting Policies

Nature of operations: Marathon Capital Markets, LLC (the Company) was organized in the State of
Delaware and is a wholly owned subsidiary of Marathon Capital, LLC (the Parent). The Parent is the sole
member of the Company and the operating agreement provides, among other things, that the term of the
Company shall be perpetual until the Company is dissolved by the Parent.

The Company is a broker-dealer registered under the Securities Exchange Act of 1934 and a member of
the Financial Industry Regulatory Authority (FINRA). The Company’s activities include investment banking
and related advisory services, primarily involving private placement offerings.

The Company does not handle customers’ cash or securities and thus has no obligations under SEC Rule
15c3-3.

The Company is approved to engage in investment banking in Canada as an Exempt Market Dealer by
its principal regulator, the Ontario Securities Commission. The Company is currently approved to conduct
business in the provinces of Ontario, Nova Scotia and British Columbia.

Use of estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Accounts Receivable: Accounts receivable from performing investment banking and advisory are based
on executed agreements which meet the revenue recognition criteria noted below. The Company
provides an allowance for doubtful accounts, which is based upon a review of outstanding receivables
and historical collection information. As of December 31, 2016, accounts receivable, net included an
allowance for doubtful accounts of $60,518.

Investments: Investments, in which the Company does not have significant influence, are valued at the
fair market value.

Revenue recognition: The Company recognizes investment banking revenue when (i) there is
persuasive evidence of an arrangement with a client, (ii) the agreed-upon services have been completed
and delivered to the client or the transaction or events noted in the engagement letter are determined to
be substantially complete, (iii) fees are fixed and determinable, and (iv) collection is reasonably assured.

Success fees are recognized when the services related to the underlying transactions are completed in
accordance with the terms of the engagement letter and all other requirements for revenue recognition
are satisfied.

While the majority of the Company’s revenue is earned from success fees on the successful closing of a
transaction, on-going retainer fees are also earned and are recognized as advisory fees over the period in
which the related service is rendered. Deferred revenue represents the portion of retainer fees received
by the Company for which revenue has not yet been recognized.

Foreign currency translation: The Company’s functional currency and reporting currency is the United
States dollar. Monetary assets and liabilities denominated in Canadian dollars are transiated into United
States dollars using the rate of exchange in effect at the end of the year. All transactions denominated in
Canadian dollars are transiated into United States dollars at the exchange rates in effect at the
transaction date.

Confidential in accordance with SEC Rule 17a-5(e)(3)
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Marathon Capital Markets, LLC

Notes to Financial Statement

Note 1. Nature of Operations and Significant Accounting Policies (Continued)

Income taxes: The Company is a single member limited liability company and is treated as a
disregarded entity for federal and state tax purposes. The Company does not file a federal or state tax
return, but its taxable income is reported as part of the Parent’s federal and state tax return.

The Company has a tax sharing agreement with the Parent whereby it reimburses the Parent for federal,
state, and local income taxes incurred from the results of the Company's operations in the Parent's
consolidated tax returns.

The accounting standard on accounting for uncertainty in income taxes provides guidance for how
uncertain tax positions should be recognized, measured, disclosed and presented in the financial
statements. This requires the evaluation of tax positions taken or expected to be taken in the course of
preparing the Parent's 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 a tax benefit or expense and
liability in the current year.

Management has determined there are no material uncertain income tax positions through December 31,
2016. The Parent and the Company are generally not subject to U.S. federal, state or local income tax
examinations for tax years before 2013.

Recent Accounting Pronouncements: In May 2014, the Financial Accounting Standards Board (FASB)
issued Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers {Topic
606). The core principle of ASU 2014-09 is that an entity should recognize revenue to depict the transfer
of promised goods or services to customers in an amount that reflects the consideration to which the
entity expects to be entitied in exchange for those good or services. To achieve that core principle, an
entity should apply the following steps: Step 1: Identify the contract(s) with a customer. Step 2: Identify
the performance obligations in the contract. Step 3: Determine the transaction price. Step 4: Allocate the
transaction price to the performance obligations in the contract. Step 5: Recognize revenue when (or as)
the entity satisfies a performance obligation.

ASU 2014-09 also specifies the accounting for some costs to obtain or fulfill a contract with a customer. In
addition, ASU 2014-09 requires that an entity disclose sufficient information to enable users of financial
statements to understand the nature, amount, timing an uncertainty of revenue and cash flows arising
from contracts with customers. The initial effective date of ASU 2014-09 was for fiscal periods beginning
after December 15, 2016. However, in August 2015, the FASB issued ASU 2015-14, Revenue from
Contracts with Customers (Topic 606): Deferral of the Effective Date, which deferred the effective date to
fiscal periods beginning after December 15, 2017. The Company is currently evaluating the impact that
adoption of this ASU will have on its financial statement.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) which supersedes the leasing
guidance in Accounting Standards Codification (ASC) 840, Leases. Under ASU 2016-02 lessees are
required to recognize the lease assets and lease liabilities for all leases with terms longer than 12
months. Leases will be classified as either finance or operating, with classification determining the pattern
of expense recognition in the statement of income. This guidance is effective for fiscal periods beginning
after December 15, 2018 and requires a modified retrospective approach to adoption for leases that exist
or are entered into after the beginning of the earliest comparative period in the financial statements. The
Company is currently evaluating the impact that adoption of this ASU will have on its financial statement.



Marathon Capital Markets, LLC

Notes to Financial Statement

Note 2. Related-Party Transactions

Pursuant to a service agreement between the Parent and the Company, the Company is billed for
advisory fees and other transactional support due under client engagements. The Company also pays a
monthly management fee to the Parent whereby the Parent provides, among other things, office space
and administrative support. In addition, the Parent pays certain expenses related to audit and regulatory
matters on behalf of the Company that are reimbursed to the Parent.

As of December 31, 2016, the Company had a payable of $1,794,025 to the Parent.

Note 3. Concentration of Credit Risk

The Company maintains significant deposits in a bank. The Company has not experienced any losses in
this account. Management believes the Company is not exposed to significant credit risk.

Note 4. Investments

The Company follows ASC 820, Fair Value Measurements and Disclosures (ASC 820), for assets and
liabilities measured and reported at fair value. ASC 820 defines fair value, establishes a framework for
measuring fair value and expands disclosures about fair value measurements. Fair value is defined as
the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants. The valuation techniques used by the Company to determine fair value are
consistent with the market approach, the income approach and/or the cost approach. Inputs to valuation
techniques refer to the assumptions that market participants would use in pricing the asset or liability.
Inputs may be observable, meaning those that reflect the assumptions market participants would use in
pricing the asset or liability developed based on market data obtained from independent sources, or
unobservable, meaning those that reflect the reporting entity's own assumptions about the assumptions
market participants would use in pricing the asset or liability developed based on the best information
available in the circumstances. In that regard, ASC 820 establishes a fair value hierarchy for valuation
inputs that gives the highest priority to quoted prices in active markets for identical assets or liabilities and
the lowest priority to unobservable inputs. The fair value hierarchy is as foliows:

Level 1: Valuations based on quoted prices (unadjusted) in active markets for identical assets or
liabilities.

Level 2: Valuations based on quoted prices for similar assets or liabilities in active markets, and inputs
that are observable for the assets or liabilities, either directly or indirectly, for substantially the full term of
the financial instrument.

Level 3: Valuations based on inputs that are unobservable and deemed significant to the overall fair value
measurement (including the Company's own assumptions used in determining the fair value of
investments).

The Company holds an investment in a public company. The fair value of this investment was $8,327 at
December 31, 2016. There are active markets for this investment, thus it is considered to be a Level 1
investment.

The Company assesses its investments on an annual basis to determine the appropriate classification
within the fair value hierarchy, as defined by ASC 820. Transfers between fair value classifications occur
when there are changes in pricing observability levels. Transfers of investments among the levels are
deemed to occur at the end of the reporting period. For the year ended December 31, 2016, there were
no transfers among levels of the Company’s investments.



Marathon Capital Markets, LLC

Notes to Financial Statement

Note 5. Regulatory Requirements

The Company is subject to the SEC Uniform Net Capital Rule (SEC Rule 15¢3-1). Under this rule, the
Company is required to maintain net capital of $100,000, as defined. The rule also requires that the ratio
of aggregate indebtedness to net capital, both as defined, not to exceed 15 to 1, and provides that equity
capital may not be withdrawn if the resulting ratio would exceed 10 to 1.

Net capital and aggregate indebtedness change from day to day, but as of December 31, 2016, the
Company had net capital and a net capital requirement of $959,531 and $126,135, respectively. The
Company's net capital ratio was 1.97 to 1. The rule may effectively restrict distributions to the Parent.

As an Exempt Market Dealer, the Company is also subject to a 50,000 Canadian Dollar excess working
capital requirement by the Ontario Securities Commission and was in compliance with the requirement at
December 31, 2016.

Note 6. Indemnifications

In the normal course of business, the Company enters into contracts that contain a variety of
representations and warranties that provide indemnifications under certain circumstances. The
Company's 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 future obligation under these indemnifications to be remote, and has not recorded a contingent liability
in the financial statements for these indemnifications.

Note 7. Subsequent Events

Management has evaluated the possibility of subsequent events existing in the Company’s financial
statements through the date the financial statements were issued. Management has determined that
there are no material events or transactions that would affect the Company's financial statements or
required disclosure in the Company's footnotes to the financial statements through this date.



