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OATH OR AFFIRMATION 

 
I, ___________________________________________, swear (or affirm) that, to the best of my knowledge and belief, the 
financial report pertaining to the firm of ____________________________________________________________, as of 
______________________________, 2_____, is true and correct.  I further swear (or affirm) that neither the company nor any 
partner, officer, director, or equivalent person, as the case may be, has any proprietary interest in any account classified solely 
as that of a customer. 
 

Signature:  
 __________________________________________  
Title: 
 __________________________________________  

______________________________ 
Notary Public 
 
This filing** contains (check all applicable boxes): 
☐ (a) Statement of financial condition. 
☐ (b) Notes to consolidated statement of financial condition. 
☐ (c) Statement of income (loss) or, if there is other comprehensive income in the period(s) presented, a statement of 

comprehensive income (as defined in § 210.1-02 of Regulation S-X). 
☐ (d) Statement of cash flows. 
☐ (e) Statement of changes in stockholders’ or partners’ or sole proprietor’s equity. 
☐ (f) Statement of changes in liabilities subordinated to claims of creditors. 
☐ (g) Notes to consolidated financial statements. 
☐ (h) Computation of net capital under 17 CFR 240.15c3-1 or 17  CFR  240.18a-1, as applicable. 
☐ (i) Computation of tangible net worth under 17 CFR 240.18a-2. 
☐ (j) Computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR 240.15c3-3. 
☐ (k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit B to 17 CFR 240.15c3-3 or 

Exhibit A to 17 CFR  240.18a-4, as applicable. 
☐ (l)  Computation for Determination of PAB Requirements under Exhibit A to § 240.15c3-3. 
☐ (m)  Information relating to possession or control requirements for customers under 17 CFR 240.15c3-3. 
☐ (n)  Information relating to possession or control requirements for security-based swap customers under 17 CFR 

240.15c3-3(p)(2) or 17 CFR 240.18a-4, as applicable. 
☐ (o) Reconciliations, including appropriate explanations, of the FOCUS Report with computation of net capital or tangible net 

worth under 17 CFR  240.15c3-1, 17 CFR  240.18a-1, or 17 CFR 240.18a-2, as applicable, and the reserve requirements under 17   
CFR 240.15c3-3 or 17 CFR  240.18a-4, as applicable, if material differences exist, or a statement that no material differences 
exist. 

☐ (p) Summary of financial data for subsidiaries not consolidated in the statement of financial condition. 
☐ (q) Oath or affirmation in accordance with 17 CFR 240.17a-5, 17 CFR 240.17a-12, or 17 CFR 240.18a-7, as applicable. 
☐ (r) Compliance report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable. 
☐ (s) Exemption report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable. 
☐ (t) Independent public accountant’s report based on an examination of the statement of financial condition. 
☐ (u) Independent public accountant’s report based on an examination of the financial report or financial statements under 17   

CFR 240.17a-5, 17 CFR 240.18a-7, or 17 CFR 240.17a-12, as applicable. 
☐ (v) Independent public accountant’s report based on an examination of certain statements in the compliance report under 17   

CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable. 
☐ (w) Independent public accountant’s report based on a review of the exemption report under 17 CFR 240.17a-5 or 17   

CFR 240.18a-7, as applicable. 
☐ (x) Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.15c3-1e or 17 CFR 240.17a-12, 

as applicable. 
☐ (y) Report describing any material inadequacies found to exist or found to have existed since the date of the previous audit, or 

a statement that no material inadequacies exist, under 17 CFR 240.17a-12(k). 
☐ (z) Other: _______________________________________________________________________________________________ 

**To request confidential treatment of certain portions of this filing, see 17 CFR 240.17a-5(e)(3) or 17 CFR 240.18a-7(d)(2), as 
applicable. 
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KPMG LLP, a Delaware limited liability partnership and a member firm of  
the KPMG global organization of independent member firms affiliated with  
KPMG International Limited, a private English company limited by guarantee. 

Report of Independent Registered Public Accounting Firm 

To the Stockholder and the Board of Directors 

BMO Capital Markets Corp.: 

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of BMO Capital Markets Corp. (the 

Company) as of December 31, 2021, and the related notes (collectively, the financial statement). In our opinion, 

the financial statement presents fairly, in all material respects, the financial position of the Company as of 

December 31, 2021, 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 this 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 presentation of the financial 

statement. We believe that our audit provides a reasonable basis for our opinion. 

We have served as the Company’s auditor since 2003. 

New York, New York 

February 28, 2022 



BMO CAPITAL MARKETS CORP.
(An Indirect Wholly Owned Subsidiary of Bank of Montreal)

STATEMENT OF FINANCIAL CONDITION
December 31, 2021

(Dollars in thousands except share data)
Assets
Cash and cash equivalents $ 11,921 
Securities borrowed  12,545,984 
Securities purchased under agreements to resell  6,142,483 
Deposits with and receivable from brokers, dealers, and clearing organizations  1,360,659 
Receivable from customers  102,959 
Receivable from affiliates  59,768 
Financial instruments owned, at fair value ($3,712,616 is pledged as collateral)  4,133,389 
Securities received as collateral  1,222,162 
Accrued interest receivable  59,986 
Right-of-use lease asset, less accumulated depreciation of $43,269  245,464 
Furniture, equipment, and leasehold improvements at cost, less accumulated depreciation of 

$74,584  69,603 

Goodwill and intangible assets at cost, less accumulated amortization of $55,370  230,448 
Other assets  216,812 

Total Assets $ 26,401,638 

Liabilities
Bank loan payable $ 1,204,000 
Securities loaned  3,453,602 
Securities sold under agreements to repurchase  13,102,366 
Payable to brokers, dealers, and clearing organizations  1,698,363 
Payable to customers  154,137 
Financial instruments sold, not yet purchased, at fair value  2,516,539 
Obligation to return securities received as collateral  1,222,162 
Operating lease obligations  272,003 
Accounts payable and accrued expenses  447,905 

Total Liabilities $ 24,071,077 

Commitments and Contingent Liabilities

Stockholder’s Equity
Preferred stock, $1,000 stated value. Authorized, 1 share; issued and outstanding, 1 share $ 1 
Common stock, $10 par and $0 par or stated value. Authorized 10,000 shares; 5,875 shares issued 

and outstanding  33 

Additional paid-in capital  1,637,147 
Retained earnings  693,380 

Total Stockholder’s Equity $ 2,330,561 
Total Liabilities and Stockholder’s Equity $ 26,401,638 

The accompanying notes are an integral part of the Statement of Financial Condition.

 2 



 
1. Organization and Description of Business

BMO Capital Markets Corp. (the "Company") is organized under the laws of Delaware and is a wholly owned subsidiary 
of BMO Financial Corp. ("BFC"), which is a wholly owned U.S. subsidiary of Bank of Montreal ("BMO"), a Canadian company. The 
Company operates as a self‑clearing, institutional broker‑dealer providing investment banking and brokerage services to 
corporate, institutional, and affiliate clients.   It conducts its principal operations from office facilities in New York City and 
Chicago, maintains additional offices in New York State, California, Florida, Virginia, Arizona, New Jersey, Maryland, 
Massachusetts, Minnesota, Colorado, Texas, Washington, Wisconsin and Toronto, and also maintains an operations center in 
Jersey City, New Jersey. The Company is registered with the Securities and Exchange Commission ("SEC") as a U.S.  securities 
broker‑dealer and as an investment advisor and is a member of the Financial Industry Regulatory Authority, Inc. ("FINRA"), the 
Securities Investor Protection Corporation ("SIPC"), and a member of various exchanges. The Company is also registered with 
the Commodities Futures Trading Commission ("CFTC") as a result of self clearing futures trades.  In December 2021, the 
Company moved its US primary dealer activities to BMO Chicago Branch based on approvals received from the Federal Reserve.  
Primary Dealer activity includes participation in US Treasury auctions and trading done directly with the Federal Reserve Bank of 
New York ("FRBNY") for repo operations.

On March 11, 2020, the World Health Organization declared the COVID-19 outbreak a global pandemic. While COVID-19 
has not materially impacted the Company’s financial results, it continues to impact the markets in which the Company operates.  
Governments around the world imposed a number of measures designed to contain the outbreak, including business closures, 
travel restrictions, quarantines and cancellations of gatherings and events. Although the U.S. Federal Reserve has taken a 
number of actions to mitigate the impact of COVID-19 on U.S. markets and institutions, including decreasing interest rates and 
implementing a variety of emergency stimulus measures, these actions may not succeed or have the intended effect. This crisis 
or other public health crises may also exacerbate other pre-existing political, social, economic, market and financial risks. The 
duration of the COVID-19 outbreak and its effects cannot be determined with certainty. The foregoing could result in significant 
market volatility, exchange trading suspensions and closures, declines in global financial markets, higher default rates and a 
substantial economic downturn or recession. While the economic impacts related to COVID-19 have not negatively affected the 
Company, given the uncertainty that remains, it could impact the Company’s future performance and operations.

2. Summary of Significant Accounting Policies

(a)  Basis of Presentation

The Company maintains its financial records in United States dollars. The Statement of Financial Condition is prepared in 
accordance with U.S. generally accepted accounting principles ("GAAP").

(b)  Use of Estimates

The preparation of the Statement of Financial Condition in accordance with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, and disclosures of contingent assets and 
liabilities at the date of the Statement of Financial Condition.  Actual results could differ from those estimates.

(c)  Cash and Cash Equivalents

Cash and cash equivalents includes funds held in the Company’s bank accounts for firm operating activities and 
overnight cash deposits. Restricted cash is cash that is considered legally restricted as to withdrawal or usage.  The Company 
has not identified any restricted cash at December 31, 2021.

(d)  Securities Transactions

Proprietary securities transactions in regular‑way trades are recorded on a trade‑date basis. Profit and loss arising from 
all securities and derivatives transactions entered into for the account and risk of the Company are recorded on a trade‑date 
basis. Customers’ securities transactions are reported on a settlement‑date basis.

Amounts receivable and payable for securities transactions that have not reached their contractual settlement date are 
recorded on the Statement of Financial Condition and netted where right of offset exists. Financial instruments are recorded in 
the Statement of Financial Condition at estimated fair value.

BMO CAPITAL MARKETS CORP.
(An Indirect Wholly Owned Subsidiary of Bank of Montreal)

Notes to Statement of Financial Condition
December 31, 2021

(Dollars in thousands)
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(e)  Securities Purchased or Sold Under Agreements to Resell or Repurchase

Reverse repurchase agreements and repurchase agreements are accounted for as collateralized financing transactions. 
These transactions are collateralized by U.S.  government and U.S.  government agency securities, Canadian government and 
Canadian provincial securities, commercial paper, corporate bonds, and mortgage-backed securities, and are carried at contract 
amount plus accrued interest.

The Company’s policy is to take possession of securities purchased under agreements to resell and to value the 
securities on a daily basis to protect the Company in the event of default by a counterparty. In addition, actions are taken to 
obtain additional collateral if the market value of the underlying assets is not sufficient to protect the Company.

Reverse repurchase and repurchase agreements with common counterparties, along with their respective interest 
receivable and payable, are offset in the accompanying Statement of Financial Condition when they meet the criteria for netting 
as prescribed by GAAP.

(f)  Securities Lending Activities

Securities borrowed transactions require the Company to deposit cash, or other collateral with the lender. With respect 
to securities loaned, the Company receives collateral in the form of cash or other collateral in an amount generally in excess of 
the market value of securities loaned. The Company monitors the market value of securities borrowed and loaned on a daily 
basis, with additional collateral obtained or refunded as necessary. Securities borrowed and securities loaned transactions are 
recorded at the amount of collateral advanced or received. Interest income and expense on such transactions is accrued and is 
included in the Statement of Financial Condition in accrued interest receivable and accounts payable and accrued expenses, 
respectively.

With respect to securities received as collateral in noncash securities lending transactions that are subsequently 
repledged as collateral, the Company records the fair value of the securities received as collateral and a corresponding 
obligation to return securities received as collateral on the Statement of Financial Condition. As of December  31, 2021, the 
Company has securities received as collateral of $1,222,162, of which $1,222,162 was subsequently repledged.

(g)  Collateralized Short-Term Transactions

As part of the Company’s financing and securities settlement activities, the Company uses securities as collateral to 
support various secured financings. If the counterparty does not meet its obligation to return securities used as collateral, the 
Company may be exposed to the risk of re-acquiring the securities at prevailing market prices to satisfy its obligations. The 
Company controls this risk by monitoring the market value of securities pledged each day, and by requiring collateral levels to 
be adjusted in the event of excess market exposure. 

(h)  Income Taxes

ASC Topic 740, "Income Taxes", establishes financial accounting and reporting standards for the effect of income taxes.  
The objectives of accounting for income taxes are to recognize the amount of taxes payable or refundable for the current year 
and deferred tax assets and liabilities for future tax consequences of events that have been recognized in an entity's financial 
statements or tax returns.  Judgement is required in assessing the future tax consequences of events that have been recognized 
in the Company's financial statements or tax returns. 

Deferred tax assets and liabilities, as determined by the temporary differences between financial reporting and tax 
bases of assets and liabilities, are computed using currently enacted tax rates and laws.  

The Company files a consolidated Federal tax return with BFC and its eligible subsidiaries ("consolidated group"). The 
Company files separate state tax returns in certain states and is included in combined state tax returns with other affiliates in 
other states. The Company is party to a tax‑sharing agreement with its parent, BFC, under which the Company records its 
provision for income taxes as if it were a separate company.  BFC will make a payment to the Company for its separately 
computed taxable loss utilized by the consolidated/combined group or BFC will receive payment from the Company where a 
separately computed tax liability exists for consolidated/combined filings.

BMO CAPITAL MARKETS CORP.
(An Indirect Wholly Owned Subsidiary of Bank of Montreal)

Notes to Statement of Financial Condition
December 31, 2021
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Under ASC 740, the Company evaluates tax positions taken or expected to be taken in the course of preparing the 
Company’s tax returns to determine whether the tax positions are “more‑likely than‑not” of being sustained by applicable tax 
authority based upon technical merits of the position. Tax benefits from tax positions no longer deemed to meet the 
“more‑likely than‑not” threshold are derecognized in the year of determination. 

(i)  Stock-Based Compensation

BMO offers mid-term and long‑term incentive programs for certain of the Company’s senior employees. Under these 
plans, participants are granted awards in restricted stock units that are cash settled either in three installments, based upon 
BMO’s common stock price at the time of vesting, over a three‑year period or in a single payment at the end of the three-year 
period.  Amounts owed to/from BMO for the Company’s share of the plans liabilities, which is included within accounts payable 
and accrued expenses in the Statement of Financial Condition. 

The Company participates in the BFC Stock Option Program which was established under the BMO Stock Option Plan for 
certain designated executives and other employees of the Company in order to provide incentive to attain long-term strategic 
goals and to attract and retain services of key employees. Options to acquire BMO stock are granted at an exercise price equal 
to the closing price of BMO’s common shares on the day prior to the grant date. Options granted prior to 2013 vest 25% per 
year over a four-year period starting from their grant date. Options granted in 2013 and later vest 50% in the third year from 
the grant date and 50% in the fourth year from the grant date.   All options expire 10 years from their grant date.  Under 
certain conditions, options are subject to forfeiture. BMO estimates the fair value of stock options on their grant date, and the 
fair value of options granted to employees is allocated to the Company.  The fair value allocated to the Company is recorded as 
an increase to additional paid-in-capital.   When stock options are exercised, BMO issues shares and receives the cash proceeds. 

(j)  Exchange Memberships

Exchange memberships, which represent ownership interests in exchanges and provide the Company with the right to 
conduct business on the exchanges, are included in other assets and are carried at cost, or if an other than temporary 
impairment in value has occurred, at a value that is net of estimated impairment.

(k)  Goodwill and Intangible Assets

The Company records business combinations by allocating the purchase price paid to the assets acquired, including 
identifiable intangible assets, and the liabilities assumed based on their fair values at the date of acquisition.  Any excess of the 
amount paid over fair value of those net assets is considered to be goodwill.

Goodwill is not amortized, but is tested for impairment annually, or whenever events or circumstances would more 
likely than not reduce the fair value of a reporting unit below its carrying value. 

The Company has the option of performing a qualitative assessment of goodwill for any reporting units to determine 
whether it is more likely than not that the fair value is less than the carrying value of a reporting unit.  If it is more likely than 
not that the fair value exceeds the carrying value of the reporting unit, then no further testing is necessary; otherwise the 
Company must perform a two-step quantitative assessment of goodwill.

Intangible assets subject to amortization are reviewed for impairment when events or future assessments of 
profitability indicate that the carrying value may not be recoverable. 

(l)  Leases

The Company accounts for its leases in accordance with FASB ASC 842, "Leases".  The Company is the lessee of any 
assets for which a contract provides the Company with the right to control the use of that asset for a period of time in exchange 
for consideration. The Company is a lessee in several noncancellable operating leases for office space. The Company determines 
if an arrangement is a lease, or contains a lease, at inception of a contract and when the terms of an existing contract are 
changed. The Company recognizes a lease liability and a right of use (ROU) asset at the commencement date of the lease.   The 
Company’s leases are all classified as operating leases.  

Leases are recorded on the Company’s balance sheet as a lease liability and a corresponding right-of-use asset.  A 
lease liability is recorded upon commencement of the lease at an amount equal to the present value of unpaid lease payments.  

BMO CAPITAL MARKETS CORP.
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December 31, 2021
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The discount rate used to determine present value is based on the yield on a risk-free note with a maturity similar to the lease 
term, with a credit adjustment that is specific to the Company and a further adjustment to reflect a secured rate.  The Company 
updates its discount rate monthly.  The initial right-of-use asset is generally equal to the lease liability plus initial direct costs 
incurred (if any), less any lease incentives received.  

The Company has elected to combine lease and non-lease components for its real estate leases. The Company has not 
elected the short-term lease exemption for any of its leases.

(m)  Recently Adopted Accounting Standards

The Financial Accounting Standards Board ("FASB") issued ASU 2020-04, “Reference Rate Reform (Topic 848)” in March 
2020.  The amendments in this update are elective and apply to all contracts and transactions that reference LIBOR or another 
reference rate expected to be discontinued because of reference rate reform.  The amendments in this update provide optional 
expedients and exceptions for applying GAAP to contract modifications and other transactions affected by reference rate reform 
if certain criteria are met.  The expedients and exceptions provided by these amendments do not apply to contract 
modifications made after December 31, 2022. The amendments also contain optional expedients related to hedge accounting, 
which do not apply to the Company.  The ASU was effective upon issuance and the optional amendments in this update are 
permitted to be elected at any time through December 31, 2022.  The FASB issued ASU 2021-01 “Reference Rate Reform (Topic 
848): Scope” in January 2021.  This ASU clarifies that the scope of the ASU 2020-04 optional expedients includes derivative 
instruments impacted by changes in the interest rate used for margining, discounting, or contract price alignment.  The 
adoption of the reference rate reform guidance has not impacted the Company, and the Company continues to monitor the 
impact of the migration away from LIBOR.

3.  Securities Purchased Under Agreements to Resell, Securities Sold Under Agreements to Repurchase and Securities 
Lending Activity

In accordance with FASB ASC 210-20-50-3, the following table presents as of December 31, 2021 the gross and net 
securities purchased under resale agreements and securities borrowed, and the gross and net securities sold under repurchase 
agreements and securities loaned. The gross assets and liabilities are adjusted to take into consideration the effect of legally 
enforceable master netting agreements that meet the accounting criteria for netting under GAAP in order to derive the net 
balance sheet amount.

The column titled “Financial Instruments” in the table below represents securities received under repurchase 
agreements and securities borrowing agreements, as well as securities pledged under repurchase and securities lending 
agreements where there are legally enforceable master netting agreements in place. These amounts are not offset on the 
Statement of Financial Condition, but are shown as a reduction to the net balance sheet amount in order to derive a net asset 
or liability. Securities collateral received or pledged where the legal enforceability of master netting agreements are uncertain 
is not included in the table below:

Gross 
Assets/

Liabilities
Amounts 

Offset

Net Balance 
Sheet 

Amount
Financial 

Instruments
Net Assets/
Liabilities

Securities borrowed $ 12,545,984 $ — $ 12,545,984 $ (2,030,921) $ 10,515,063 
Securities purchased under agreements to 

resell  6,884,363  (741,880)  6,142,483  (1,673,910)  4,468,573 
Securities received as collateral  1,222,162  —  1,222,162  549,870  (1,222,162)  — 

$ 20,652,509 $ (741,880) $ 19,910,629 $ (4,926,993) $ 14,983,636 

Securities loaned $ 3,453,602 $ — $ 3,453,602 $ (1,985,119) $ 1,468,483 
Securities sold under agreements to 

repurchase  13,844,246  (741,880)  13,102,366  (9,422,170)  3,680,196 
Obligation to return securities received as 

collateral  1,222,162  —  1,222,162  (1,222,162)  — 
$ 18,520,010 $ (741,880) $ 17,778,130 $ (12,629,451) $ 5,148,679 
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 As of December 31, 2021, the fair value of assets that the Company has pledged to counterparties under repurchase 
and securities lending transactions is $11,012,305. These assets primarily consist of securities where the counterparty has the 
right to repledge or sell the security. The Company has also received similar assets as collateral for reverse repurchase and 
securities borrowing transactions as of December 31, 2021, with a fair value of $18,333,515.

In accordance with FASB ASC 860-30-50-7 the following table presents, as of December 31, 2021, the gross liability for 
securities sold under repurchase agreements and securities loaned disaggregated by class of collateral pledged and by 
remaining contractual maturity of the agreements.    

December 31, 2021
Remaining Contractual Maturity

Overnight 
and

 Continuous
Up to 30 

days 30 - 90 days

Greater 
than 90 

days
Total Gross 
Liabilities

(In thousands)
Securities loaned
Equities $ 3,453,602  $ — $ — $ — $ 3,453,602 

Total securities loaned $ 3,453,602  $ — $ — $ — $ 3,453,602 
Securities sold under agreements to 

repurchase
U.S Treasury securities  5,899,611  779,547  —  900,125  7,579,283 
U.S government agency securities  2,763,941  —  —  44,812  2,808,753 
Corporate debt securities  2,249,580  —  —  263,897  2,513,477 
Other  942,733  —  —  —  942,733 

Total securities sold under agreements to 
repurchase $ 11,855,865 $ 779,547 $ — $ 1,208,834 $ 13,844,246 

Obligation to return securities received 
as collateral

Equities  1,222,162  —  —  —  1,222,162 
Total obligation to return securities 
received as collateral $ 1,222,162 $ — $ — $ — $ 1,222,162 

Total $ 16,531,629 $ 779,547 $ — $ 1,208,834 $ 18,520,010 

The collateral pledged as part of repurchase agreements and securities loaned is subject to changes in market price 
and thus may decline in value during the time of the agreement. In this case, the Company may be required to post additional 
collateral to the counterparty to appropriately collateralize the contract (and similarly may receive a portion of the collateral 
posted back when the collateral posted experiences a market value increase). The market risk of the collateral posted is 
reviewed by the Company's risk function, and these risks are managed using a variety of mechanisms including review of the 
type and grade of securities posted as collateral and the Company entering into offsetting agreements to hedge a decline in the 
market value of collateral posted.

4. Securities and Cash Segregated Pursuant to Federal and Other Regulations

U.S. Treasury securities with a market value of $102,594 have been segregated in a “special reserve bank account for 
the exclusive benefit of customers” under Rule 15c3‑3 of the SEC and are included in the Statement of Financial Condition in 
financial instruments owned, at fair value.   

The Company has satisfied collateral requirements with clearing corporations and other broker‑dealers by depositing 
securities of $4,300,441 included in the Statement of Financial Condition in securities purchased under agreements to resell and 
financial instruments owned, at fair value and cash in the amount of $786,885 included in the Statement of Financial Condition 
in receivable from brokers, dealers, and clearing organizations as of December 31, 2021.
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5. Deposits with and Receivable From and Payable to Brokers, Dealers, and Clearing Organizations

 Deposits with and amounts receivable from and payable to brokers, dealers, and clearing organizations at 
December 31, 2021 consist of the following:

Receivable Payable
Securities failed-to-deliver/receive $ 66,742 $ 14,032 
Receivable from/payable to brokers and dealers  490,066  1,661,944 
Receivable from/payable to clearing organizations  16,966  22,387 
Deposits  786,885  — 

$ 1,360,659  $ 1,698,363 

6. Financial Instruments Owned and Sold, Not Yet Purchased, at Fair Value

The Company trades in U.S. government and U.S. government agency securities, Canadian government and Canadian 
provincial securities, corporate debt securities, mortgage-backed securities, asset-backed securities, equity securities, interest 
rate futures and swaps, credit default swaps, and equity option contracts.

Financial instruments owned and financial instruments sold, not yet purchased consisted of the following at December  31, 
2021:

Owned
Sold, not yet
 Purchased

U.S. government and agency obligations $ 189,091 $ 1,583,254 
Canadian government and provincial obligations  34,679  23,639 
Corporate and other obligations  270,348  205,943 
Mortgage-backed securities  2,697,261  3,579 
Asset-backed securities  160,209  — 
Equity securities  594,199  700,119 
Interest rate and equity options  187,602  5 

Total $ 4,133,389 $ 2,516,539 

The Company finances the majority of its financial instruments owned through repurchase or securities loaned 
agreements. Financial instruments sold, not yet purchased are generally sourced through reverse repurchase or securities 
borrowed agreements.

7. Fair Value of Financial Instruments and Fair Value Measurement

FASB ASC 820 defines fair value, establishes a framework for measuring fair value, provides disclosure requirements 
around fair value, and specifies a hierarchy of valuation techniques based on whether the inputs to those valuation techniques 
are observable or unobservable. Observable inputs reflect market data obtained from independent sources, while unobservable 
inputs reflect the Company’s market assumptions. These two types of inputs create the following fair value hierarchy:

Level 1 – Quoted prices for identical instruments in active markets

 Level 2 – Quoted prices for similar instruments in active markets; quoted prices for identical or similar instruments in 
markets that are not active; and model‑derived valuations in which all significant inputs and significant value drivers are 
observable in active markets
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Level  3 – Valuations derived from valuation techniques in which one or more significant inputs or significant value 
drivers are unobservable

This hierarchy requires the Company to use observable market data, when available, and to minimize the use of 
unobservable inputs when determining fair value. GAAP also precludes the use of block discounts for instruments traded in an 
active market, and requires the recognition of trade‑date gains after consideration of all appropriate valuation adjustments 
related to certain derivative trades that use unobservable inputs in determining their fair value.

(a) Determination of Fair Value

The fair value of the majority of the Company’s financial instruments is based on quoted prices in active markets, 
observable inputs, or external pricing service data. These instruments include U.S.  government and agency obligations, 
Canadian government and provincial obligations, corporate debt securities, mortgage-backed securities, asset-backed securities, 
listed equity securities, exchange‑traded derivatives, over-the-counter derivatives, and forward currency contracts. The 
Company validates the prices obtained from third‑party pricing vendors to ensure that the Company’s fair value determination 
is reasonable. The Company evaluates the methodology of third‑party pricing vendors as well as the asset or liability class and 
security level information the vendors supply. The Company often has multiple sources to support fair value pricing, and 
discrepancies among sources are vetted for consistency with guidelines under GAAP.
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(b) Items Measured at Fair Value on a Recurring Basis

The following table presents for each of the fair value hierarchy levels the Company's financial instruments that are 
measured at fair value on a recurring basis at December 31, 2021:

Description Level 1 Level 2 Level 3 Netting (1) Total
Assets:

Securities owned:
U.S. government and agency obligations $ 22,082  $ 164,201 $ 2,808 $ — $ 189,091 
Canadian government and provincial 
obligations  8,703  25,976  —  —  34,679 
Corporate and other obligations  72,822   197,526  —  —  270,348 
Mortgage-backed securities  —  2,066,169  631,092  —  2,697,261 
Asset-backed securities  —  152,619  7,590  —  160,209 
Equity securities  594,199  —  —  —  594,199 
Interest rate and equity options  352,601  —  —  (164,999)  187,602 

$ 1,050,407 $ 2,606,491 $ 641,490 $ (164,999) $ 4,133,389 
Interest rate futures and currency forwards  15,377  —  —  (146)  15,231 
Swap contracts  —  —  —  —  — 

$ 1,065,784 $ 2,606,491 $ 641,490 $ (165,145) $ 4,148,620 
Liabilities:

Securities sold, not yet purchased:
U.S. government and agency obligations $ 12,906 $ 1,570,348 $ — $ — $ 1,583,254 

Canadian government and provincial 
obligations  9,169  14,470  —  —  23,639 
Corporate and other obligations  30,497  175,446  —  —  205,943 
Mortgage-backed securities  —  3,579  —  —  3,579 
Equity securities  700,119  —  —  —  700,119 
Interest rate and equity options  165,004  —  —  (164,999)  5 

$ 917,695 $ 1,763,843 $ — $ (164,999) $ 2,516,539 
Interest rate futures and currency forwards  146  —  —  (146)  — 
Swap contracts  —  968  —  —  968 

$ 917,841 $ 1,764,811 $ — $ (165,145) $ 2,517,507 

  (1)  The impact of netting represents an adjustment related to counterparty and cash collateral netting.  The Company records the unrealized gains and losses 
of interest rate futures and currency forwards and swap contracts within receivable from and payable to broker dealers and clearing organizations in the 
Statement of Financial Condition.

The Company classifies instruments in Level  3 of the fair value hierarchy when there is reliance on at least one 
significant unobservable input to the valuation model. In addition to these unobservable inputs, the valuation models for 
Level 3 financial instruments typically also rely on a number of inputs that are readily observable either directly or indirectly. 

(c) Other Fair Value Disclosure

Many but not all of the financial instruments held by the Company are recorded at fair value in the Statement of 
Financial Condition. Cash, repurchase and reverse repurchase agreements, securities borrowed or loaned, receivables or 
payables from customers or from brokers, dealers and clearing organizations, securities received as collateral and obligation to 
return securities received as collateral and bank loan payables are recorded at amounts that approximate fair value due to their 
highly liquid nature and short maturity. 
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The Company has a contingent liability related to the Clearpool acquisition.  There is an Earn-Out in the amount of 
$10,000 that is valued on the probability of achieving revenue targets for two consecutive months during the first four years 
from the closing date.  This will be considered as Level 3 based on the method of valuation where there were no visible inputs. 
At December 31, 2021, the fair value of the contingent liability was $8,312, which is shown as part of accounts payable and 
accrued expenses in the Statement of Financial Condition.

8. Goodwill and Intangible Assets

There have been no changes in the carrying amount of the Company's goodwill for the year ended December 31, 2021.  
If the carrying value is not expected to be recovered and the carrying value exceeds the fair value, an impairment loss is 
recognized.

Goodwill is evaluated for impairment on an annual basis at December 31st and in interim periods when events or 
changes indicate the carrying value may not recoverable.  The Company operates under a single reporting unit and all the 
goodwill is allocated to the unit.  For the year ended December 31, 2021, the Company performed a qualitative analysis to 
determine whether it is more likely than not that the fair value was less than the carrying value.  As a result of the assessment, 
the Company concluded  goodwill was not impaired at December 31, 2021. 

The gross carrying amount and accumulated amortization of the Company’s amortizable assets as of December  31, 
2021 are in the table below:

Gross Carrying
 Amount

Accumulated
 Amortization

Net Carrying
 Value Remaining Life

Deal Pipeline $ 1,400 $ (1,400) $ — N/A
Non-compete agreements  11,340  (10,840)  500 2 years
Customer relationship  69,000  (32,149)  36,851 11 years
Technology  50,200  (10,981)  39,219 7 years
Trade name  1,350  —  1,350 N/A

$ 133,290  $ (55,370) $ 77,920  

9. Borrowings

Short‑term borrowings are generally used to finance securities inventories and to facilitate the securities settlement 
process. The level of these borrowings fluctuates daily and at times significantly, depending on daily settlement activity. The 
Company had a $2,000,000 unsecured credit facility with BMO at December  31, 2021 at a fluctuating interest rate.  As of 
December 31, 2021, $94,000 was drawn at an interest rate of 0.22625%.  In addition, the Company had a $200,000 secured 
credit facility with Bank of New York Mellon at December 31, 2021 at an interest rate dependent on market pricing, of which 
none was drawn. 

 The Company also has long-term borrowing arrangements with BFC for $1,010,000 and a senior note agreement with  
a BMO affiliate, Irish FinCo for $100,000.  Both borrowings were fully drawn at December 31, 2021.  The interest rate for the 
senior notes is the 30-day benchmark plus a fixed spread. 

    

10. Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule ("Rule  15c3‑1"), which requires the maintenance of 
minimum net capital. The Company has elected to compute its net capital requirements under the alternative method, which 
requires that the Company maintain minimum net capital, as defined, equal to the greater of $1,000 or 2% of aggregate debit 
items as shown in the Formula for Reserve Requirement pursuant to Rule 15c3‑3.  In addition, as a clearing member of the 
Chicago Mercantile Exchange, Inc. ("CME"), the Company is qualified to clear transactions for all CME futures and options on 
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futures contracts. Therefore, the Company is subject to the Commodity Futures Trading Commission minimum net capital 
requirement of 8% of noncustomer risk maintenance margin as well.

The Company’s minimum capital requirement may also be increased over such minimums by certain provisions of 
Rule 15c3‑1. FINRA, the Company’s designated self‑regulatory organization, has certain additional capital requirements, which 
provide that equity capital may not be withdrawn nor may cash dividends be paid if the resulting net capital would be less than 
5% of the calculated aggregate debits or 110% of the CFTC net capital requirement, whichever is greater.

At December 31, 2021, the Company had net capital of $1,125,957, which was $1,020,514 in excess of its required net 
capital of $105,443.

11. Commitments, Contingencies  and Guarantees
  

FASB ASC 460, Guarantees, requires the Company to disclose information about its obligations under certain guarantee 
arrangements. FASB ASC 460 effectively describes guarantees as contracts and indemnification agreements that contingently 
require a guarantor to make payments to the guaranteed party based on changes in an underlying (such as an interest or 
foreign exchange rate, security or commodity price, an index or the occurrence or nonoccurrence of a specified event) related to 
an asset, liability or equity security of a guaranteed party. This guidance also defines guarantees as contracts that contingently 
require the guarantor to make payments to the guaranteed party based on another entity's failure to perform under an 
agreement as well as indirect guarantees of the indebtedness of others.

The Company enters into underwriting commitments. At December  31, 2021, there were no open underwriting 
commitments.

 As a member of the Government Securities Division of the Fixed Income Clearing Corporation (FICC), the Company 
participates in the Capped Contingency Liquidity Facility (CCLF).  CCLF is a commitment by FICC's solvent firms to enter into a 
repurchase agreement with FICC and in the event a member firm fails, the funding to offset FICC's portfolio would be sourced 
across FICC's solvent members.  As of December 31, 2021, the Company's commitment to the CCLF was $696,141 of which no 
utilization had occurred.  This amount is calculated by FICC based on membership size and volumes and is subject to fluctuation.

The Company has been named as a defendant in various legal actions. In the opinion of management, based on 
consultation with legal counsel, these actions will not result in any material adverse effect on the financial position of the 
Company.  There were no legal reserves reflected in the Statement of Financial Condition as of December 31, 2021.

Some contracts that the Company enters into include indemnification provisions that obligate the Company to make 
payments to the counterparty or others in the event certain events occur. The contingencies generally relate to the changes in 
the value of underlying assets or liabilities, or upon the occurrence of events, such as an adverse litigation judgment or an 
adverse interpretation of the tax law. The indemnification clauses are often standard contractual terms and were entered into 
based on an assessment that the risk of loss would be remote. Since there are no stated or notional amounts included in the 
indemnification clauses and the contingencies triggering the obligation to indemnify have not occurred and are not expected to 
occur, the Company is not able to estimate the maximum potential amount of future payments under these indemnification 
clauses.   There are no amounts recorded in the Company's Financial Statements related to indemnification clauses at December 
31, 2021.

The Company is a member of several securities and derivatives exchanges and clearinghouses.  In the normal course of 
business, the Company provides collateral that is determined by the membership agreements with exchanges and 
clearinghouses or by regulation.  The exchanges and clearinghouses guarantee the performance of other members in the event 
that a member is unable to satisfy its obligations to the exchange or clearinghouse.  To mitigate these performance risks, the 
exchanges and clearinghouses typically require members to post collateral and may have a lien on a member’s collateral in the 
event of a member default.  The Company’s obligation under such guarantees could exceed the amount of collateral posted.  
The Company’s potential liability under these agreements is not quantifiable.  Accordingly, the Company has not recorded a 
contingent liability in its Statement of Financial Condition and believes that potential to incur material losses under these 
agreements is remote.
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12. Leases

 The Company’s lease obligations consist primarily of leases for its offices and operating facilities, primarily in New York 
and New Jersey, with various other locations in the United States.  Certain leases contain options to extend the lease term, or to 
terminate the lease prior to its scheduled end date.   Options that are within the Company’s control are considered when 
calculating the lease liability and right-of-use asset when they are reasonably certain to be exercised.  

Amounts reported in the Statement of Financial Condition as of December 31, 2021 were as follows:

  

 Operating leases:

     Operating lease right-of-use assets                $                          288,733  

     Operating lease obligations                 $             272,002             

 Additional information on the Company's leases for the year ended December 31, 2021 is set forth below:

Year Ended
December 31, 2021

 

Cash paid for amounts included in the measurement of lease 
liabilities for operating leases:

Operating cash flows $ 23,197 

Right-of-use assets obtained in exchange for new operating     
lease liabilities $ 210,078 

Weighted average remaining lease term:
Operating leases  14.3 

Weighted average discount rate:
Operating leases  2.31 %

Contractual undiscounted cash flows for operating leases as of December 31, 2021 are as follows:

2022 $ 3,075 
2023  23,046 
2024  22,721 
2025  22,776 
2026  21,682 
Thereafter  232,333 
Total $ 325,633 
Less: Present Value Discount  (53,630) 
Lease Liability $ 272,003 
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 The Company has entered into an agreement to lease new office space in New York, New York.  The Company has 
moved operations into the new office space in phases as construction of leasehold improvements completed in 2021.  The first 
phase of the lease commenced in March 2020, with the balance of the space delivered in 2021.  The new lease amounts for the 
New York, New York location are included in the tables above.   

13. Income Taxes

The tax effects of temporary differences that give rise to significant portions of the net deferred tax assets included in 
other assets at December 31, 2021 are presented below: 

Deferred tax assets:
Deferred employee compensation $ 76,263 
Employee benefit plans  2,981 
State tax loss carryforward  813 
Deferred expenses  7,975 
Depreciation  4,555 

Total deferred tax assets $ 92,587 
       Valuation allowance $ — 

Deferred tax assets, net $ 92,587 

Deferred tax liability:
Intangible assets $ (14,865) 

Total deferred tax liability $ (14,865) 
      Net deferred tax assets $ 77,722 

A valuation allowance of $0 exists at December 31, 2021 to offset a portion of the Company’s state deferred tax assets. 
The valuation allowance decreased by $18 in 2021.  Management believes that the realization of the deferred tax assets is 
more likely than not at December 31, 2021.

State tax loss carryforwards at December 31, 2021 of approximately $2,693 will expire in varying amounts in the years 
2024 through 2028.

The balance of unrecognized tax benefits may decrease between $0 and $1,450 during the next 12 months depending 
upon the settlement of Federal, state, and local tax audits.

The Company joins in filing a consolidated Federal income tax return as well as combined state tax returns in certain 
states with its parent, BFC.  At December 31, 2021, the Company has an outstanding receivable from BFC of $29,050 related to 
income taxes recorded in the Statement of Financial Condition. 

There are no ongoing Federal examinations or Federal statute extensions currently in place.  The Company is currently 
under examination by several state and local taxing authorities (with New York City being the most significant jurisdiction).  It is 
anticipated that these tax examinations will be completed by the end of 2022.  As of December  31, 2021, no significant 
adjustments have been proposed for the Company’s Federal, state, or local tax filings that would have a material impact on the 
Company’s effective tax rate.

The Company had approximately $571 accrued for the payment of interest and penalties at December 31, 2021.
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14. Benefit Plans

The Company is a participating entity in retirement plans offered to BMO's eligible employees. 

The non-contributory defined-benefit pension plan covers the Company’s eligible employees at December  31, 2021 
that were hired prior to April 1, 2016.   Certain employees participating in the plan are also covered by a supplemental 
unfunded retirement plan. The purpose of the supplemental plan is to extend additional retirement benefits to individuals hired 
prior to April 1, 2016 without regard to certain statutory limitations for qualified funded plans.  

For employees hired prior to January 1, 2002, the plan’s benefit formula is a final average pay formula, based upon 
length of service and an employee’s highest qualifying compensation during five consecutive years of active employment less 
an estimated Social Security benefit.  For employees hired on or after January 1, 2002, the plan's benefit formula is an account-
based formula based upon eligible pay, age and length of service.

On March 1, 2016, BFC announced that it would no longer offer the defined benefit pension plan or supplemental 
unfunded retirement plan to employees hired on or after April 1, 2016 and that it would freeze the plans on March 1, 2017 for 
employees hired prior to April 1, 2016.  The final average pay formula will continue to reflect future earnings and the account-
based formula will continue to reflect annual interest credits.  However under both benefit formulas, service credits stop as of 
March 1, 2017.  The pension plan was amended effective April 1, 2016 to reflect the changes.  

The policy for the defined benefit pension plan is to have the participating entities, at a minimum, fund annually an 
amount necessary to satisfy the requirements under the Employee Retirement Income Security Act, without regard to prior 
years’ contributions in excess of the minimum. During the year ended December 31, 2021, the Company contributed $3,810 to 
the pension trust.  The Company's prepaid asset related to its participation in the defined benefit pension plan was $5,528 as of 
December 31, 2021 and is included in other assets in the Statement of Financial Condition.  The Company's liability related to its 
participation in the supplemental unfunded retirement plan was $16,223 as of December 31, 2021 and is included in accounts 
payable and accrued expenses in the Statement of Financial Condition.  

The Company is a participating entity in the post-retirement medical plan sponsored by BFC that provides medical care 
benefits for eligible retirees (and their dependents).  In 2007, the plan was amended to no longer offer plan benefits to new 
hires and to eliminate plan benefits for employees under the age of 35 at that time. Under the terms of the plan, the Company 
contributes to the cost of coverage based primarily on employees’ length of service.   Additional cost sharing with plan 
participants is accomplished through deductibles, coinsurance and out-of-pocket limits.   The post-retirement medical plan 
liability was $2,015 as of December 31, 2021, which is included in accounts payable and accrued expenses in the Statement of 
Financial Condition.

The Company participates in a defined contribution plan that is available to eligible employees.  The 401(k) employer 
matching contribution is based on the amount of eligible employee contributions.  In addition, on March 1, 2016, the Company 
introduced an automatic employer core contribution to the 401(k) savings plan that began immediately for employees hired on 
or after April 1, 2016 and began March 1, 2017 for employees hired prior to April 1, 2016. The Company also participates in a  
non-qualified defined contribution plan.   The purpose of the plan is to extend additional retirement benefits to individuals 
without regards to certain statutory limitations for qualified defined contribution plans.  The plan was effective January 1, 2017 
for employees hired on or after April 1, 2016 and March 1, 2017 for employees hired prior to April 1, 2016.  

15. Financial Instruments with Off‑Balance‑Sheet Risk

The Company enters into various transactions involving derivatives and other off‑balance‑sheet financial instruments. 
These financial instruments include forward contracts, swaps, exchange‑traded futures and options, over-the-counter options, 
and securities purchased and sold on a when‑issued or delayed delivery basis. These derivative financial instruments are used 
to facilitate customer transactions, conduct trading activities, and manage market risks, and are, therefore, subject to varying 
degrees of market and credit risk. Derivative transactions are entered into for trading purposes or to hedge other positions or 
transactions. Futures and forward contracts, swaps, when‑issued securities and to-be-announced securities ("TBAs") entered 
into by the Company provide for delayed delivery of the underlying instrument.
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The following table summarizes the notional amounts of derivatives held for trading purposes, the gross fair values of which 
are recorded on the Statement of Financial Condition at December 31, 2021:

Fair Value Fair Value Notional Notional
Assets Liabilities Purchases Sales

Equity options $ 351,265 $ 165,004 $ 4,739,569 $ 4,722,445 
Interest rate options  1,336  —  975,000  — 
Interest rate futures contracts  15,363  146  —  18,824,700 
Swap contracts   —  968  1,737,150  — 
Forward currency  14  —  4,866  13 
Forward securities  1,286  5,305  10,232  37,641 
TBAs  3,811  8,693  2,763,566  337,573 

The fair value of interest rate and equity options is included in financial instruments owned and sold, not yet purchased 
and the fair value of futures, swaps, forward currency contracts, forward securities contracts, and TBAs is included in receivable 
from/payable to brokers, dealers, and clearing organizations in the Statement of Financial Condition.

             Swap contracts include Credit Default Swaps and Interest Rate Swaps.

The table below presents derivative fair values included on the Statement of Financial Condition at 
December  31, 2021.  The gross assets and liabilities are adjusted to take into consideration the effect of legally 
enforceable master netting agreements or clearing agreements that meet the accounting criteria for netting under GAAP.

The amounts in the column titled “Financial Instruments/Cash” in the table below represent securities or cash 
pledged under various clearing agreements. These amounts are not offset on the Statement of Financial Condition, but 
are shown as a reduction to the net balance sheet amount in order to derive a net asset or liability.

Gross 
Assets/ 

Liabilities
Amounts
 Offset

Net Balance 
Sheet

 Amount

Financial 
Instruments/

Cash
Net Assets/
 Liabilities

Interest rate and equity options $ 352,601 $ (164,999) $ 187,602 $ (187,602) $ — 
Interest rate futures contracts  15,363  (146)  15,217  (15,217)  — 
Swap contracts  —  —  —  —  — 
Forward currency  14  —  14  —  14 
Forward securities  1,286  —  1,286  —  1,286 
TBAs  3,811  —  3,811  —  3,811 

Total Assets $ 373,075 $ (165,145) $ 207,930 $ (202,819) $ 5,111 

Interest rate and equity options $ 165,004 $ (164,999) $ 5 $ (5) $ — 
Interest rate futures contracts  146  (146)  —  —  — 
Swap contracts  968  —  968  —  968 
Forward currency  —  —  —  —  — 
Forward securities  5,305  —  5,305  —  5,305 
TBAs  8,693  —  8,693  —  8,693 

Total Liabilities $ 180,116 $ (165,145) $ 14,971 $ (5) $ 14,966 

The contractual or notional amounts related to these financial instruments reflect the volume and activity and do not 
reflect the amounts at risk. Futures contracts are executed on an exchange, and cash settlements are made on a daily basis for 
market movements. Accordingly, futures contracts generally have limited credit risk. The credit risk for forward contracts, 
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options, and when‑issued securities is limited to the unrealized market valuation gains recorded in the Statement of Financial 
Condition. Market risk is substantially dependent upon the value of the underlying financial instruments and is affected by the 
market forces such as volatility and changes in interest rates. 

The Company’s activities involve the execution, clearance, and settlement of various securities transactions for 
institutional investors, and other broker‑dealers. Customer securities activities are transacted on a delivery versus payment 
basis and cash basis, and are subject to exchange or Federal regulations. In accordance with industry practice, the Company 
records customer securities transactions on a settlement‑date basis, which is generally one to three business days after trade 
date. These transactions may expose the Company to off‑balance‑sheet risk in the event that a customer is unable to fulfill its 
contracted obligations. In the event the customer fails to satisfy its obligations, the Company may be required to purchase or 
sell financial instruments at prevailing market prices in order to fulfill its obligations.

The Company seeks to control the risks associated with its customer activities by requiring customers to maintain 
margin collateral in compliance with various regulatory and internal guidelines. The Company monitors required margin levels 
daily and, pursuant to such guidelines, requires the customer to deposit additional collateral or reduce positions when 
necessary.

The Company’s financing and securities settlement activities require the Company to pledge its securities as collateral 
in support of various collateralized repurchase agreements. In the event the counterparty is unable to meet its contractual 
obligation to return the securities pledged as collateral, the Company may be exposed to the risk of acquiring the securities at 
prevailing market prices. The Company controls this risk by monitoring the market value of securities pledged on a daily basis 
and by requiring adjustments of collateral levels in the event of excess market exposure. Additionally, the Company establishes 
credit limits for such activities and monitors compliance on a daily basis.

(a) Concentrations of Credit Risk

The Company is engaged in various securities trading activities servicing a diverse group of domestic and foreign 
corporations, governments, and institutional investors. A substantial portion of the Company’s transactions are executed with 
institutional investors, including other brokers and dealers, commercial banks, insurance companies, pension plans, mutual 
funds, and other financial institutions. The Company’s principal activities are also subject to the risk of counterparty 
nonperformance.

(b) Market Risk

The securities and derivative financial instruments traded by the Company involve varying degrees of off‑balance‑sheet 
market risk. Market risk is the potential change in value of the financial instrument caused by unfavorable changes in interest 
rates, or the market value of the securities underlying the instruments. The Company monitors its exposure to market risk 
through a variety of control procedures, including daily monitoring of trading positions and limits.

Financial instruments sold, not yet purchased commit the Company to deliver specified securities at predetermined 
prices. To satisfy the obligation, the Company must acquire the securities at market prices, which may differ from the values on 
the Statement of Financial Condition.

16. Interests in Variable Interest Entities (VIE)

In accordance with GAAP, the Company evaluates whether it has a controlling financial interest in variable interest 
entities ("VIE") through means other than voting rights and whether it should consolidate the entity. VIEs include entities where 
the equity is considered insufficient to finance the entity’s activities for which the equity holders do not have a controlling 
financial interest. The Company is required to consolidate VIEs if the investments held in those entities and/or the relationships 
with them result in the Company holding both the power to direct activities that most significantly impact the VIE’s economic 
performance, and the obligation to absorb losses or the rights to receive benefits resulting from those activities of the VIE.

The Company acts as servicing agent to Fairway and provides accounting and other administrative support to this 
entity, which is a VIE. Fairway is a US Asset-Backed Commercial Paper conduit sponsored by BMO, a related party. Fairway is 
organized under the laws of Delaware. 
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Fairway was established to purchase interests in receivables and similar assets, or in some instances, make loans 
secured by interests in receivables from clients. Fairway funds its purchases and loans primarily through the issuance of A‑1/P‑1 
rated commercial paper notes.

The Company has determined that it does not have the power to direct activities that most significantly impact the 
VIE’s economic performance and does not consolidate Fairway as of December 31, 2021.

17. Transactions with Affiliates

The Company has reverse repurchase and repurchase agreements with affiliates of $1,668,488 and $2,028,352, 
respectively, as of December 31, 2021, which is included in the Statement of Financial Condition.  In addition, the Company has 
securities borrowed and loaned with affiliates of $78,401 and $1,196,242, respectively.

  In connection with technical service agreements, the Company recorded a net receivable from affiliates of $59,768 as 
of December 31, 2021, which is included in the Statement of Financial Condition.

The Company clears transactions for certain affiliates. This generated a receivable from brokers, dealers, and clearing 
organizations of $1,157,276 as of December 31, 2021.  

18. Subsequent Events

Management has evaluated all subsequent events for the Company after the balance sheet date through February 28, 
2022, and has concluded there are no events identified that require financial statement recognition or disclosure.
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