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A. REGISTRANT IDENTIFICATION
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200 Bay Street, Sutie 2800, Royal Bank Plaza, South Tower
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Toronto Ontario M5J 2J2
(City) (State) (Zip Code}

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Jeff Kennedy 416-943-6401

(Area Code — Telephone Number)

B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*
Ernst & Young LLP

(Name — if individual, state last, first, middle name)

100 Adelaide Street West Toronto Ontario M5H 0B3
(Address) (City) (State) (Zip Code)
CHECK ONE:

DCertiﬁed Public Accountant

. Public Accountant
Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY
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OATH OR AFFIRMATION

[, W. Jeffrey Kennedy, CPA, CA . swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cormark Securities (USA) Ltd. , as
of December 31 2017 , 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 a customer, except as follows:

Signature

Chief Financial Officer

A

Notary PuEInc

This report ** contains (check all applicable boxes):

(a) Facing Page.

(b) Statement of Financial Condition.

(c¢) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners” or Sole Proprietors™ Capital.

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

(g) Computation of Net Capital.

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

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

() 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.

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

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any 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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Ernst & Young LLP Tel: +1 416 964 1234

EY Tower Fax: +1416 864 1174
100 Adelaide Street West, ey.com/ca
POBox 1

Building a better Toronta, ON MSH OB3

working world
Report of Independent Registered Public Accounting Firm

The Shareholders and the Board of Directors of Cormark Securities (USA) Lid.

Opinion on the Financial Statement

We have audited the accompanying statement of financial position of Cormark Securities (USA) Ltd.
(the Company) as of December 31, 2017 and the related notes (the “financial statement”). In our
opinion, the financial statement presents fairly, in all material respects, the financial position of the
Company at December 31, 2017, in conformity with U.S. generally accepted accounting principles.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company's financial statement based on our audit. We are a public
accounting firm registered with the Public Company Accounting Oversight Board (United States)
(PCAOB) and are required to be independent with respect to the Company in accordance with the
U.S. federal securities laws. and the applicable rules and regulations of the Securities and Exchange
Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial
statement is free of material misstatement, whether due to error or fraud. Our audit included
performing procedures to assess the risks of material misstatement of the financial statement,
whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statement. Our audit also included evaluating 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.

érf‘b}’sf \/Wj KL

Chartered Professional Accountants
Licensed Publi¢ Accountants

We have served as the Company's auditor since 1999.

Toronte, Ontario
February 27, 2017

1

E I A member firm of Ernst & Young Global Limited



Cormark Securities (USA) Limited

Statement of financial position
[Expressed in U.S. dollars]

As at December 31

Assets
Cash
Cash segregated under federal and other regulations [nofe 4]

Due from clients
Due from parent [nofe 5]

Liabilities and shareholder’s equity
Liabilities

Due to brokers [note 5]

Total liabilities

Stockholder's equity
Capital stock [note 7]

Retained earnings
Accumulated other comprehensive loss
Total stockholder’s equity

See accompanying notes

On behatf of the Board:

Direc % or

2017

1,317,803
2,999,970
3,936
102,097
4,423,806

3,936
3,936

2,350,000
2,400,824

(330,954)

4,419,870
4,423,806



Cormark Securities (USA) Limited
" Notes to financial statements '
' [Expressed in U.S. dollars] -~ -

December 31.2017 s

1 lncorporatxon and corporate actlvltres

- .~.Cormark Securities (USA) Limited [the “Company] was Incorporated on June 8, 1994 as Sprott Holdrngs lnc o
under the provisions of the Ontario Business Corporations Act. On September 1, 1899, the Company's name’

o ‘was changed to Cormark Securities (USA) Limited. The Company obtained registration on June 9, 2000 as a i
- broker-dealer with the Securities and Exchange - Commission and is:a member. of the Financial Industry -
Regulatory Authority. The Company's primary source of revenue Is commission income for securities trade -

execution for U.S. resident institutional clients. The Company clears all transactions with and for customers -
through its parent, Cormark Securities Inc. [the “Parent’]. Accordingly, the Company does not perform custodlal B

L functlons relatrng to customer accounts and only occaslonally holds customer secuntres

The Company isa wholly-owned subsrdrary of Cormark Securities lnc a Canadian owned rnvestment dealer» :
Cormark Securities Inc. is a member of the Investment Industry Regulatory Organlzatron of Canada Geln s

2 Slgnifrcant accountlng polrcres

- These financial statements have been prepared in accordance wrth accountlng pnncrples generally accepted in
“the Unrted tatcs The srgntf cant accountrng pollcres are as follows ' ; . :

: Securltles tr1 nsactlons

‘ Customers securrtles transactrons are recorded ona settlement date basrs wrth related commlsslon moome and R
. expenses recorded ona trade-date basrs : B S ; '

'Use of estrmntes

The preparatlcn of the f' nancral statements in conformrty wrth accountmg prlnctples generally accepted in the :
- United States requires management to make estimates and assumptions that affect the reported amounts of
-+ assets and liabilities and disclosure of cantingent assets and liabilities at the date of the financial statements and

‘the reportcd amounts of revenue and expenses durmg the reportmg penod Actual results could dlffer from those '
estrmates o : - L :

Revenue recogmtlon . _ , . ‘
‘Commlssron revenue conslsts of revenue generated through tradltlonal commisslon based brokerage servlces - '
.prowded to US rnstrtuttonal clrents recogmzed on a trade- date basls .
Flnanclal assets and llabtlrtres

| Balances due to brokers are recorded as lrabllltles Balances due from cllents and due from parent are recorded i
as receivables, These balances are reporled at amortized cost on the statement of financiat posrtlon Due to the
o short-term nature of these instruments, carrying value approxlmates fair value, - : .



 Cormark Securities (USA) Limited

Notes to financial statements o
[Expressed inU.S. dollars] o

“December 31, 2017 B

Flnancral Account Standards Board [“FASB"] Accountlng Standards Codit'catron ["ASC"] 820 ‘Fair Value
‘Measurements and Disclosures, defines fair value, establishes a framework for measuring fair value and
establishes ‘a“fair value hierarchy that prioritizes the inputs to valuation techniques. Fair value is the price that

. would be received to sell an asset or paid to transfer a liabllity in an orderly transaction between market -

participants at the measurement date. A falr 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 a principal market,
.. the most advantageous market. Valuation techniques that are consistent with the market, lncome or cost -

,‘ ‘ approach as spec-f‘ ed by FASB ASC 820, are used to measure fair value

B o The fair valuc h:erarchy prlorltrzes the Inputs to valuatlon technrques used to measure falr value lnto three broad'
levels: . l .

Level 1 mputs are quoted prices [unad;usted] in actrve markets for rdentlcal assets or llablllttes that the Company ‘
has the ril)lllly to access. B . .

rLevel 2 lnputs are lnputs [other than quoted prrces included within Level 1] that are observable for the asset or. =

) lratnhty, ¢it her drrectly or |nd|rectly

: Levcl 3 are unobservable Inputs for the asset or liability and rely on management's own assumptlons about the' -

g _ assiny ons that market partrcrpants would use in prrcrng the asset or Ilablllty

'The (.,orrlpdtty reports |ts cash and cash segregated under federal and other regulatlons at fair value These
assets \/ould be classrt'ed as Level 1 based on therr lnputs L S

lncor e t.\\(cs

o The t,tu.pany has adopted Statement of Financial Accountrng Standards No. 109, Accountrng forlncome Taxes. o

[“SFAT 1097, wtuch requires the Company to recognize deferred tax liabilities and assets for the expected future . -
tax censaquences of events that have been recognized in the Company's financial statements or tax retums

' using it ltdbl[tty mcthod Under this method, deferred tax liabilities and assets are determined based on the

temporiy dil ferenoes between the financial statement and tax bases of assets and liabilities using enacted tax
‘ atm ineffectin the year in whrch the drfferences are expected to reverse ' : : :

= T_rm'r:-l ron ol lorergn currenclcs ‘ e
Mon:oy assels and lrabrlrtres denomrnated in forergn currenctes are translated into U.S. dollars at the year-end
o rates of ¢ xchange, while revenue and expense ltems are translated at the average rate of exchange for the year.
" The « mnyv functtonal currency is - Canadian dollars Garns and losses from currency translations are‘

- inchucs in olher comprehensrve loss.



Cormark Securities (USA) Limited

. Notes to financial statements’
[Expressed in U.S. dollars] '

e T

December 31,2017 -

3. Standards rssued but not yet effectlve

ASU No. 2016 02, Leases

;" In February 2016 the FASB issued Accountlng Standards Update 2015—02 (ASU 2016 02), Leases (T eprc
L 842) that will supersede previous lease accounting standards in US GAAP. For public entities, the guidance is | -
- effective for fiscal years beginning after December 15, 2018, For all other entities, the standard is effective for . R
"annual periods beginning after December 15, 2019, and interim periods within fiscal years beginning after -
- December 15, 2020. Early adoption would be permttted for a!l entltles The Company is still in the process of R

assess!n 3 the impact of these changes

& 'ASU No. 2016- 01, Fmancral lnstruments

‘In January 20186, the FASB Issued Accountrng Standards Update 2016-01 (ASU 2016 01) Flnancral Instruments e
.= Overall (Subtopic 82540). ASU 2016-01 provides comprehensive guidance on the revenue recognition and

measuremant of fi nancial assets and fi nanclal liabilities. The guidance Is effective for fiscal years beginning after - '
Decembrr 15 , 2017, including interim periods within those fiscal years. Early adoption Is only permitted with

" certain exce nt ons (refer to ASU 2016 01 for detarls) The Company is still in the process of assesslng the Impact ) k ol

of thesc cha nqos

| ASU No 2014.09 & 2015 14, & 2016 08 Revenue from Contracts w;th Customers

‘ ln May ?O‘ 4 thr FASB issued Accountmg Standards Update 2014-09 (ASU 2014-09) Revenue from Contracts .
_+With Custainers (Topic 606). ASU 2014-09 provides comprehensive guidance on the recognition of revenue from

' eustomers arising from the transfer of goods and services. It also provides guidance on accounting for certain
‘contract to:'s, and requires new disclosures. The guldance is effective for fiscal years beglnning on or after

December 15, 2017.The Company has determlned the tmpact of adoptrng thrs standard to be Immaterral on the
Companyo rnrmcrat statements. : ' Ly

ASU No. 2015-01, |ncome Statcment Extraordmary and Unusual Items

« in January 20185, the FASB xssucd Accounting Standards Update 2015 01 (ASU 2015- 01) income Statement -
" Extraordina v .and Unusual ltems (subtopic225-20). . ASU 2015-01 eliminates from GAAP the concept of

- extraordina: y items requiring separate classification, presentation, and disclosure. The guidance is effective for .
fiscal years haginning on or after December 15, 2015.The Company has determrned the tmpact of adopting thls' IRTR AT

standard to e rmmatorral on the Company s financial statements

ASU No. 2 018 1 7, lnrome Taxes - Balance Shcet Classtt"catlon of Deferred Taxes

In Novemb”r /015 ‘the FASB. rssued /\ccountmg Standards’ Update 2015 17 (ASU 2015 17) rncome Taxes :

(Tepic 740) — Balance Sheet Classification of Deferred Taxes. ASU 2015-17 eliminates the requirement that -

~ - deferred tax iiabilities and assets be separated into current and noncurrent amounts on the statement of financial .
"+ ‘positlon. The uidance Is effective for fiscal years beginning after December 15, 2016. The Company has - '
determined ! impacl of adopting this standard to be immaterial on the Company's financial statements. -



" Cormark Securities (USA) Limited =

Notes to financial statements
. [Expressed in U.S. dollars] -

‘December 31,2017 .

4. Cash on deposrt v _ ‘
Cash on deposit of $2,999,970 is segregated in a specral reserve bank account for the exclusrve beneﬁt of '
‘clients undcr Rule 15c3-3 of the Secuntles and Exchange Commlsslon ‘ : D
ez Relatcd pwrty transactlons

“Under an opcmtmg agreement dated November1 1999 and amended October1 2011 the Company entered

" intoan arrangement with Its Parent, whereby the Parent will provide services to the Company including use of .~
Parent company employees, all clearing and settlement functions relating to executed trades with customers of ..

g “the Company, premisés and communication services and all administrative functions. Variable clearing and .

exchange cxpenses are charged by the Parent at cost and are recorded as trading, operating and administrative
. expenses. As cons ideration for receiving all remamrng services, approximately 50% .of gross commissions
'eamed by the Coimpany are remitted to the Parent and recorded on the statement of operaticns” and' =~
‘comprehensive income as variable ‘compensation. The amendment fo the operating agreement identifies certain
- operating costs of the Parent that are allocated to the Company and further entitles the Parent to collect
" substantialiy all: of the remaining profit in the Company :to reimburse the Parent for compensatton and S

. management ce sts, which is also rncluded in'variable compensatlon

g Varlable cleunnq 'md exchanqe expenses charged by the Parent totaled $764,822 for the year—ended December L
31, 2017, Variable rompcnsalron remitted to the Parent totaled $2 288 416 for. the year-ended December 31 ‘
,'2017 ‘

‘The Intercomp ny bnlance due to/from the Parent is presented as'a net fi gure on the Statement of Flnancral B
' Posrtlon Tluf halance of $102 097 is due on demand and is non—rnterest bearing.

o As at December 31, ?017 amounts due to broker of $3, 936 were payable to the Companys Parent for securities

: 'related tranaactmns Guch amounts are non-interest bearing.

6 Incomc tnxe..

. The Comp'r nyisa Canad:an corporatron wrthout a permanent establishment in the United States andis therefore

. fully subject lo Car wadian federal and provincial Income taxes on its taxable income computed In Canadian . ;_'
.. dollars. Through tlie establishment of an operating agreement between the Company and its Parent, net income

" before taxes for 1= year ended Dacember 31, 2017 is nil-in Canadran dollars and therefore the tncome tax
provlsron bfr cd ol 1pphC8b|C statutory rates Is nll : ‘



‘Cormark Sccurities (USA) Limited

“Notes to financial statements
... [Expressed In U.S, dollars] - ‘

- Deeember 31,2017

' 7 Capifal stock - -

- Authorlzed

_Unllmlted Class/\common shares without parvalue [

. lssued and out..t-mdmg v

o017

'2;350;000 B B A T 3800000

' 8 Regulatory nct cwpnhl reqmrement
e As a reglstered broker- dealer, the Company is subject to the net capltal rule of the Securities and Exchange'

Commission ["Rule 15¢3-1"). The Company.computes its net capital requirement under the alternative method - - |
provided for in Rule 15¢3-1, which requires that the Company maintain net capital equal to the greater of 2% of S

. aggregate customer related debit items, as defined, or $250,000. As at December 31, 2017, the Company had
. net wpltal of $4 271 3905, whnch was $4, 021 395i in excess of the requ1red net capltal of $250 000. = '

g, Subsequent events o

'The Company has evahmted ,ubscquent events through February 27 2018 and has noted no s|gn|fcant events o
", "since the date of the. statement of fnancual posmon . : : :



_Cormark Securities (USA) Limited
ch T T N Schedulel

Computatlon of net capltal pursuant to rule 15c3 1

of the securltles and exchange commission
‘ . [Expressed inv. S dollars]

As at December 31

o017

s
Total stockholder'sequity .~ C o 0 4,419,870
Deductions and/or charges Cen ' R o

Non-allowable assets . I L T AT L 102,096
“Haircut on unhod ned forongn currency s : R ' VUl 46,379 -
‘ Netcapital S BRI PRI o 4211395

’ ,Minimumnctgapi{al’ Lo 250,000

_-"Excessnetmpm! ' L - 1». i . S "4021 395

Note There are no mat terial dlffcrcnces between the amounts presented above and the amounts .
presented In the Con npany's December 31, 2017 unaudited FOCUS Part Il A Report. . '

See accompanying nofes ...



Cdnﬁaﬂ(Secuﬁﬁes(USA)Lhnued T
D e e Schedule Il

“Information for possession or control requirements
. undersecrule 15¢3-3 :
-+ [Expressed inU.S. dollars] . '

As at December 31

- State the market valuation and the number of items of: o

2017

- A.Customers' fully paid securities and excess margin securities notin -
" - the respondent’s possession or control as at December 31, 2016, .© -
but for which the required action was not taken by respondent within ‘

.+, the time frames specified under Rule 15¢3-3 .

.
[ A
. Actual number of items - S =
- 2.Customers' fully paid securltics and excess margin securities for
~ which instructions to reduce for possession or control had not been
- Issued as at December 81, 2016, excluding items existing from - -
- temporary lags thz! result from normal business operations as
- permitted under Rule 15¢3-3 : : —
—_——

" Actual number of items



- Cormark Seeurities (USA) Limired'- |

Computatlon for determmatron of reserve requlrements : ?“.‘f L

.for broker dealer under sec rule 15c3-3
- [Expressed inU.S. dollars] o

Asof December‘31

_ Creditbalances - o .
Free credit balances and other credit balances in

. customers' sectirity accounts :
Falled to reclevc- of customers serunlros not older lhan

" Debit balances :

_ Debit batances in customers accounlv »

Falled to deliver of customers secunllcs not older than "
30 calendar day" ‘ v

Less 3% reserve (,dlculated under lhe allernallve method
. Total 15¢3-3 dcblls ,

E_xcess of total credrts over total (le bits.. .

' Amount held on deposit In “Rescrve Bank Account”

" Frequency of compotation

' Schedule i

2017

3,936

3,936

- 3,036 -

3,936
118

3,818

118

2,699,970

" Woekly -

" Note: There are no matenal dlflcrcncc° between the amounts presented above and the amounts

- presented In tho Company s Deces nlvor 31,2017 unaudited FOCUS Part Il A Report

o 'See accompanying notes a



