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This filing** contains {check all applicable boxes):
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{c) Statement of income (ioss) 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.
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x] (h) Computation of net capital under 17 CFR 240.15¢3-1 or 17 CFR 240.18a-1, as applicable.

(] (i) Computation of tangible net worth under 17 CFR 240.18a-2.

[X] (j) computation for determination of customer reserve requirements pursuant to Exhibit A to 17 CFR 240.15¢3-3.

(] (k) Computation for determination of security-based swap reserve requirements pursuant to Exhibit B to 17 CFR 240.15¢3-3
or Exhibit A to 17 CFR 240.18a-4, as applicable.

[x] (1) Computation for Determination of PAB Requirements under Exhibit A to § 240.15¢3-3.

{m) Information relfating to possession or control requirements for customers under 17 CER 240.15¢3-3.
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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 240.15¢3-3 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.

[x] (g) Oath or affirmation in accordance with 17 CER 240.17a-5, 17 CFR 240.17a-12, or 17 CFR 240.18a-7, as applicable.
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(s) Exemption report in accordance with 17 CFR 240.17a-5 or 17 CFR 240.18a-7, as applicable.

O @ Independent public accountant’s report based on an examination of the statement of financial condition.

[x] (u) Independent pubfic 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.

[J (v} independent public accourtant’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 applicabie.

[x] (x) Supplemental reports on applying agreed-upon procedures, in accordance with 17 CFR 240.15c¢3-1e or 17 CFR 240.17a-12,
as applicable.

[ (v) 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).

OJ (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.



KPMG LLP
Aon Center
Suite 5500
200 E. Randolph Street
Chicago, IL 60601-6436

Report of Independent Registered Public Accounting Firm

To the Stockholder and Board of Directors
Northern Trust Securities, Inc.:

Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Northern Trust Securities, Inc. (the
Company) as of December 31, 2024, the related statements of income, changes in stockholder’s equity, and
cash flows for the year then ended, and the related notes (collectively, the financial statements). in our opinion,
the financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 2024, and the results of its operations and its cash flows for the year then ended in conformity

with U.S. generally accepted accounting principles.

Basis for Opinion

These financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit. We 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 statements are 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 statements, whether due to error or fraud, and performing
procedures that respond to those risks. Such procedures inciuded examining, on a test basis, evidence
regarding the amounts and disclosures in the financial statements. 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 statements. We believe that our audit provides a reasonable basis for our opinion.

Accompanying Supplemental Information

The supplemental information contained in Schedules |, I}, 1ll, and IV has been subjected to audit procedures
performed in conjunction with the audit of the Company'’s financial statements. The supplemental information is
the responsibility of the Company’s management. Our audit procedures included determining whether the
supplemental information reconciles to the financial statements or the underlying accounting and other records,
as applicable, and performing procedures to test the completeness and accuracy of the information presented
in the supplemental information. In forming our opinion on the supplemental information, we evaluated whether
the supplemental information, including its form and content, is presented in conformity with 17 C.F.R. §
240.17a-5. In our opinion, the suppiemental information contained in Schedules |, lI, lll, and IV is fairly stated,
in all material respects, in relation to the financial statements as a whole.

KPMe LEP

We have served as the Company’s auditor since 2002.

Chicago, lllinois
February 26, 2025
KPMG LLP, a Delaware limited liability parinership and a member firm of
’ fi

the KPMG global of P firms affilated with
KPMG International Limited, a private English company limited by guarantee.
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NORTHERN TRUST SECURITIES, INC.

(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Statement of Financial Condition

December 31, 2024

Assets

Cash
Cash segregated under federal and other regulations
Net receivable from clearing broker
Securities owned, at fair value
Other receivables
Goodwill
Deferred tax assets, net
Other assets, net

Total assets

Liabilities and Stockholder's Equity
Payable to employees
Payable to affiliates
Payable to customers
Accounts payable, accrued expenses and other liabilities
Taxes payable to Parent
Total liabilities

Stockholder's equity
Common stock, $0.01 par value, authorized 20,000 shares, outstanding 1,475 shares
Additional paid-in capital
Retained earnings
Total stockholder's equity
Total liabilities and stockholder’s equity

See accompanying notes to financial statements.

CONFIDENTIAL

3,648,375
3,998,055
47,462,863
85,000,000
3,442,481
1,637,674
1,658,091
522,855

147,370,394

9,273,653
2,702,825

530,456
3,764,267
2,155,034

18,426,235

15
6,697,485
122,246,659

128,944,159

147,370,394




Revenue:
Security commissions
Principal transactions
Referral fees
Fee based income

NORTHERN TRUST SECURITIES, INC.
(A Wholly Owned Subsidiary of Northern Trust Corporation)

Statement of Income
Year Ended December 31, 2024

Commission management services

Interest income

Mutual Fund 12B-1 fees

Other income
Total revenue

Expenses:

CONFIDENTIAL

48,046,106
21,522,396
15,762,059
11,777,152
7,519,260
6,566,619
3,097,862
24,512

114,315,966

Employee compensation and related expenses $

Services provided by affiliates
Brokerage and clearing charges

Communijcations and data processing

Other expenses

Total expenses

31,575,656
34,187,166
14,519,308
8,970,181
4,971,245

94,223,556

Income before income tax expense

Income tax expense
Net income

20,092,410
5,789,065

14,303,345

See accompanying notes to financial statements.
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Balance at December 31, 2023
Dividend paid to Parent

Net income

Balance at December 31, 2024

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Statement of Changes in Stockholder’s Equity
Year ended December 31, 2024

CONFIDENTIAL

Additional Paid- Retained
Common Stock in Capital Earnings Total
$ 15 3 6,697,485 $ 127,943,314 134,640,814
— — (20,000,000) (20,000,000)
— — 14,303,345 14,303,345
$ 15 3 6,697,485 § 122,246,659 $§ 128,944,159

See accompanying notes to financial statements.



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Statement of Cash Flows
Year ended December 31, 2024

Cash flows from operating activities:

Net income $ 14,303,345
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 124,860
Increase in net receivable from clearing broker (6,520,837)
Decrease in securities owned, at fair value 10,000,622
Increase in other receivables (928,005)
Decrease in deferred tax assets, net 2,194,369
Decrease in other assets, net 99,592
Increase in payable to employees 1,015,098
Decrease in payable to affiliates (737,898)
Decrease in payable to customers (415,888)
Increase in accounts payable, accrued expenses and other liabilities 687,373
Increase in taxes payable to parent 1,816,846
Net cash provided by operating activities $ 21,639,477
Cash flows from financing activities:
Dividend paid to Parent (20,000,000)
Net cash used in financing activities (20,000,000)
Net increase in cash and cash segregated under federal and other regulations 1,639,477
Cash and cash segregated under federal and other regulations, beginning of year 6,006,953
Cash and cash segregated under federal and other regulations, end of year $ 7,646,430
Supplemental disclosure of cash flow information:
Taxes paid to Parent $ 1,779,266
Interest Paid 1,250

See accompanying notes to financial statements.



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

(1) Organization and Nature of Business

Northern Trust Securities, Inc. (the Company) is registered as a broker-dealer and registered investment
advisor with the Securities and Exchange Commission (the SEC) and the Financial Industry Regulatory
Authority (FINRA). The Company is an introducing broker-dealer and clears all transactions on a fully
disclosed basis through another broker-dealer. The Company promptly transmits all customer funds and
securities to such clearing broker-dealer.

The Company earns the majority of its revenue from commissions and concessions earned on the execution
of trades on behalf of clients, for the sale and distribution of third-party mutual fund shares, providing
commission management and investment advisory services, and as a result of referring business to other

broker-dealers.

The Company is a wholly-owned subsidiary of Northern Trust Corporation (the Parent). Substantially all
customers of the Company are also clients of affiliated entities.

(2) Recent Accounting Pronouncements

On December 31, 2024, the Company adopted ASU No. 2023-07, “Segment Reporting (Topic 280):
Improvements to Reportable Segment Disclosures” (ASU 2023-07). ASU 2023-07 significantly expands
disclosures about a public entity’s reportable segments, primarily through more frequent and enhanced
disclosures about significant segment expenses. Additionally, ASU 2023-07 requires disclosure of the title
and position of the Chief Operating Decision Maker (CODM) and how the CODM uses the reported
measure of a segment’s profit or loss. Upon adoption of ASU 2023-07, the impact to the Company was
limited to the addition of disclosures within the notes to the financial statements and did not impact the
Company’s Statement of Financial Condition or Statement of Income. Please refer to Note 16 — Reporting
Segments and Related Information for further information.

(3 Summary of Significant Accounting Policies

The financial statements of the Company have been prepared in conformity with U.S. generally accepted
accounting principles (GAAP) and reporting practices prescribed for the broker-dealer industry.

A summary of the significant accounting policies that have been followed in preparing the accompanying
financial statements is set forth below:

(a) Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements
December 31, 2024

(b)  Principal Transactions

The Company reports trading gains and losses (including realized and unrealized) related to trades for
the Company’s own account with the intent to sell securities to meet client demands in Principal
transactions on the Statement of Income. Principal transactions are recorded on a trade-date basis.

(c) Securities Owned, At Fair Value

The Company holds securities consisting of a money market equity instrument. The Company may
have a liability from Securities sold, not yet purchased as a result of the normal course of business
that may consist of equity, debt or option securities. Securities owned and securities sold, not yet
purchased, are recorded on a trade date basis and carried at fair value on the Statement of Financial
Condition. Gains and losses from sales of investments, as well as changes in fair value, are recorded
as Principal Transactions on the Statement of Income. Realized gains and losses on securities sold are
determined on the basis of first-in, first-out. Fair value of securities is determined by external pricing
vendors with prices received based on inputs that are readily observable in actively quoted markets.

Dividend income is recorded on the ex-dividend date and interest income is recorded on an accrual
basis, both of which are reflected in Interest income on the Statement of Income.

(d) Capitalized Software

Purchased software, software licenses, and allowable internal costs, including compensation relating
to software developed for internal use, are capitalized. Software is amortized using the straight-line
method over the estimated useful lives of the assets, generally ranging from 3 to 10 years. Software is
reviewed for impairment on an annual basis or more frequently if events or changes in circumstances
indicate the carrying amounts may not be recoverable.

(e)  Goodwill and Client Relationship Asset

Goodwill is not subject to amortization. The client relationship asset had been fully amortized over an
estimated useful life of 8.5 years on a straight-line basis. Goodwill is reviewed for impairment on an
annual basis or more frequently if events or changes in circumstances indicate the carrying amounts
may not be recoverable.

(#  Allowance for Expected Credit Losses

In determining the allowance for credit losses, which represents management’s best estimate of
lifetime expected credit losses related to assets subject to credit risk and off-balance sheet credit
exposure, the Company leverages the allowance methodology employed by the Parent, adjusted for
the Company’s specific circumstances.
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CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

The Parent utilizes a quantitative probability of default/loss given default approach for the calculation
of its credit allowance. For the Company’s financial assets for which no representative loss history
exists, a proxy methodology is utilized, applying loss data of similar asset classes, adjusted for the
appropriate contractual term. The appropriateness of the selected proxy methodology is evaluated by
management on a regular basis.

Fees receivable resulting from revenue transactions with customers are assessed under a separate
process, based on an aging schedule.

The allowance for credit losses assigned to financial assets is presented as a contra-asset within Other
assets, net on the Statement of Financial Condition. The portion of the allowance assigned to the
Company’s off-balance sheet credit exposure is reported in Accounts payable, accrued expenses, and
other liabilities on the Statement of Financial Condition.

The Provision for credit losses, included in Other expenses on the Statement of Income, represents the
change in the allowance for credit losses and is the credit to current period earnings that is needed to
maintain the allowance for credit losses at an appropriate level to absorb lifetime expected credit
losses related to the financial instruments in scope. Actual losses may vary from current estimates.

Income Taxes

The Company is included in the consolidated federal and state income tax returns filed by the Parent.
Under a tax-sharing agreement with the Parent, income taxes are computed based on the current
year’s results at the statutory rate as if the Company filed separate federal and state income tax

returns.

The Company follows an asset and liability approach to account for income taxes. The objective is to
recognize the amount of taxes payable or refundable for the current year, and to recognize deferred
tax assets and liabilities resulting from temporary differences between the amounts reported in the
financial statements and the tax bases of assets and liabilities. Only tax positions that are considered
more-likely-than-not to be sustained are recorded in the financial statements. The measurement of tax
assets and liabilities is based on enacted tax laws and applicable tax rates.

The Company recognizes and measures its unrecognized tax benefits in accordance with Financial
Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 740, Income Taxes.
Under that guidance the Company assesses the likelihood, based on their technical merit, that tax
positions will be sustained upon examination based on the facts, circumstances and information
available at the end of each period. The measurement of unrecognized tax benefits is adjusted when
new information is available, or when an event occurs that requires a change.



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements
December 31, 2024

(h)  Translation of Foreign Currencies

Assets and liabilities denominated in foreign currencies are translated at year-end rates of exchange,
whereas the Statement of Income accounts are translated at rates in effect when the transactions
occurred. Gains and losses resulting from foreign currency transactions are included in Principal
transactions and Security commissions on the Statement of Income.

(4) Revenue from Contracts with Customers

(a) Performance Obligations

Commission related revenues received in exchange for providing trade execution, commission
management, and referral related services are recognized at a point in time when the customer obtains
control of the promised services. For commission management services, control is transferred on the
trade date based on transaction volumes, security types, or the value of commissions generated by the
custormer through the Company or other registered broker-dealers. For referral related services,
control is transferred on the date the referral is made and revenue is accrued for each month for closed
deals based on the estimated value of the deal consummated by the broker-dealer to whom the
business was referred.

Revenue from mutual fund 12b-1 fees and fee based services are accounted for as a distinct
performance obligation because customers can benefit from each of these services on their own and
because the services are separately identifiable. Fees are generally based upon underlying net asset
values or assets under management and are therefore considered variable as they are dependent upon
net asset values and investor activity. Due to this constraint, the Company recognizes mutual fund
distribution and fee based revenue when the underlying net asset values or assets under management
are known.

For contracts with multiple performance obligations, revenue is allocated to each performance
obligation based on the price agreed to with the client, representing its relative standalone selling

price.

The Company’s contracts with its clients are typically open-ended arrangements and are therefore
considered to have an original duration of less than one year. The Company has elected the practical
expedient to not disclose the value of remaining performance obligations for contracts with an
original duration of one year or less.
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CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

The following table presents revenues disaggregated by major revenue source.

Year Ended
December 31, 2024
Security commissions $ 48,046,106
Referral fees 15,762,059
Fee based income 11,777,152
Commission management services 7,519,260
Mutual fund 12B-1 fees 3,097,862
Total Revenue from Contracts with Customers $ 86,202,439

Provided below is additional information on each major revenue source.

Security commissions represents revenues received for providing trade execution related
services. Fees are a function of transaction volumes or dollar value.

Referral fees represent revenue earned in exchange for referred business to other registered
broker-dealers and are dependent on the other broker-dealers allocated underwriting fees and

direct expenses.
Fee based income contains revenue received for providing investment advisory related

services.

Commission management services are comprised of revenue received from commission
recapture programs and from soft dollar arrangements.

Mutual fund 12b-1 fees are earned for providing distribution related services to third party
investment companies. Fees are a function of the net asset value of customer investments held
in investment company products or in managed accounts.

Contract Balances and Receivables related to Customers Contracts

A contract asset is recorded when services have been provided to the customer but the Company’s
right to receive payment is conditional on certain contractual terms, other than the passage of time. A
contract asset is transferred to and recognized as a receivable when the right to receive payment

becomes unconditional.

The following table presents contract asset balances related to referral services, which are included in
Other receivables on the Statement of Financial Condition. Other customer receivables are not
contract assets and are composed primarily of commissions earned on trades executed on behalf of

clients.
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NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements
December 31, 2024

December 31,2024  January 1, 2024

Contract Assets $ 2,516,268 $ 1,446,161
Other Customer Receivables 926,213 1,068,315
Total $ 3442481 $ 2,514,476

A contract liability is recorded when payment is received for services that the Company has not yet
provided. The contract liability balances as of December 31, 2024 amounted to $530,456 and were
related to soft dollar arrangements, which are included in Payable to customers on the Statement of
Financial Condition. The amount of $946,344 was recognized as the opening balance at the
beginning of the period.

(5) Transactions with Affiliates

The intercompany service arrangements between the Company and other companies within Northern Trust
Corporation (Group) are part of a single global methodology, referred to as the global transfer pricing
methodology.

Transfer pricing refers to the determination of compensation for transactions conducted between commonly
controlled companies. The determination of an appropriate level of compensation is relevant for all
transactions between affiliates for the provision of services and intercompany financing.

This methodology uses a residual profit split approach that allocates profit through the recognition of an
entity’s contribution to revenues and expenses, its function in the Group, and its assets, client relationships,
and risk profile. The framework also takes into consideration that each Group service line may engage
multiple affiliates to perform functions of varying complexity and value. The impact of the transfer pricing
methodology is recorded in Services provided by affiliates on the Statement of Income and Payable to
affiliates on the Statement of Financial Condition.

The Company maintains its bank accounts with affiliates of the Parent, which are included in Cash on the
Statement of Financial Condition.

The Company reimburses the Parent for taxes paid on behalf of the Company in accordance with a tax-
sharing agreement. During 2024, the Company paid $1,779,266 to the Parent for income taxes. Further, the
Company paid a dividend of $20,000,000 to the Parent.

10



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

(6) Net Receivable from Clearing Broker

Net receivable from clearing broker at December 31, 2024 represents cash on deposit with clearing broker,
receivable for commissions and expenses related to customer security trades and mutual fund 12B-1 fees,
and receivable for transactions pending settlement related to the Company’s principal trades, as follows:

Receivable Payable Total
Cash $ 41,726,875 §$ (48,819) $§ 41,678,056
Commissions related to customer security trades and
mutual fund 12B-1 fees 5,579,713 — 5,579,713
Security transactions pending settlement 205,159 (65) 205,094
Total $ 47,511,747 § (48,884) $ 47,462,863

(7) Securities Owned, at Fair Value

Securities owned, at fair value as of December 31, 2024 consist of the following:

Securities owned at

fair value
Corporate equity securities, including money market instruments $ 85,000,000
Total $ 85,000,000

(8) Allowance for Credit Losses
The Company’s assets and off-balance-sheet credit exposure subject to the reserving methodology under
ASC 326 Financial Instruments — Credit Losses include primarily cash deposit with other financial
institutions, receivables, and certain indemnifications provided by the Company to third parties. The
allowance for credit losses related to these exposures is immaterial to the Company’s financial statements.

(9) Employee Benefits

The employees of the Company are covered by the Parent’s noncontributory defined benefit pension plan
and noncontributory supplemental pension plan and are pooled with the employees of the Parent and
affiliates for the purpose of the actuarial valuations. Therefore, the amount of accumulated pension benefits

related specifically to the Company is not available.

The total benefit-related cost to the Company allocated by the Parent was $3,460,010 for 2024 and is
recorded in Employee compensation and related expenses on the Statement of Income.

Separately, during 2024 the Parent allocated to the Company $1,658,111 for share-based compensation,
which is included in Employee compensation and related expenses on the Statement of Income. The share-

based compensation is settled in cash.

11



CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements
December 31, 2024

(10) Income Taxes

The table below reconciles the total income tax expense recorded on the Statement of Income with the
amounts computed at the statutory federal tax rate of 21.0%.

Tax Expense Effective Tax Rate

Tax at statutory rate 3 4,219,406 21.00 %
Tax-exempt income (1,759) (0.01)%
State tax, net 1,152,717 574 %
Other 401,417 2.00 %
Other permanent items 17,284 0.09 %
Income tax expense $ 5,789,065 28.81 %

It is possible that changes in the amount of unrecognized tax benefits could occur in the next 12 months due
to changes in judgment related to recognition or measurement, settlements with taxing authorities, or
expiration of statute of limitations. Management does not believe that future changes, if any, would have a
material effect on the consolidated financial position or liquidity of the Company, although they could have
a material effect on operating results for a particular period.

The Company is included in the consolidated federal income tax return and certain state and local income
tax returns filed by the Parent. The Parent is no longer subject to income tax examinations by U.S. federal
authorities before 2015, U.S. state or local tax authorities for years before 2011, or non-U.S. tax authorities
for years before 2015. The Company does not anticipate any settlements that would result in a material
change to its financial statements. As of December 31, 2024, the Company has reviewed the tax positions
and has not identified any unrecognized tax benefits.

The components of the income tax expense for the year ended December 31, 2024 are as follows:

Current tax provision:

Federal $ 2,607,057
State 987,638
Total 3 3,594,695
Deferred tax provision:
Federal $ 1,722,872
State 471,497
Total $ 2,194,369
Income tax expense 3 5,789,065
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CONFIDENTIAL

NORTHERN TRUST SECURITIES, INC.
(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

Deferred taxes result from temporary differences between the amounts reported in the financial statements
and the tax bases of assets and liabilities. Deferred compensation is the most significant temporary
difference. Net deferred tax assets were $1,658,091 at December 31, 2024. No valuation allowance related
to deferred tax assets has been recorded at December 31, 2024, as management believes it is more likely
than not that the deferred tax assets will be fully realized.

(11) Fair Value Measurements

Fair value under U.S. GAARP is defined as the price that would be received to sell an asset or paid to transfer
a liability (an exit price) in an orderly transaction between market participants on the measurement date.

Fair Value Hierarchy

The following describes the hierarchy of valuation inputs (Level 1, 2, and 3) based on the extent to which
the inputs are observable in the marketplace.

Level 1 —Quoted active market prices for identical assets or liabilities.

Level 2 — Observable inputs other than Level 1 prices, such as quoted active market prices for similar
assets or liabilities, quoted prices for identical or similar assets in inactive markets, and
model-derived valuations in which all significant inputs are observable in active markets.

Level 3 — Valuation techniques in which one or more significant inputs are unobservable in the
marketplace.

Observable inputs reflect market data obtained from sources independent of the reporting entity;
unobservable inputs reflect the entity’s own assumptions about how market participants would value an
asset or liability based on the best information available. U.S. GAAP requires an entity measuring fair value
to maximize the use of observable inputs and minimize the use of unobservable inputs and establishes a fair
value hierarchy of inputs. Financial instruments are categorized within the hierarchy based on the lowest
level input that is significant to their valuation.

Securities owned, totaled $85,000,000 at December 31, 2024, and consist entirely of money market funds,
for which fair values are observable through published net asset values. These securities are classified as

Level 1 within the Company’s fair value hierarchy.
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Notes to Financial Statements

December 31, 2024

As of December 31, 2024, the Company’s other financial assets and liabilities are considered to
approximate their carrying value because they have limited counterparty credit risk exposure and are short-
term in nature.

Carrying Estimated

Level 1 Level2  Level3 amount fair value
Assets
Cash $ 3,648,375 § — $ — % 3,648375 $ 3,648,375
Cash segregated under federal and other
regulations 3,998,055 — 3,998,055 3,998,055
Receivable from clearing broker 47,462 863 —_ — 47,462,863 47,462,863
Other receivables — 3,442,481 —_ 3,442,481 3,442 481
Total assets $ 55,109,293 § 3,442,481 § — §$ 58,551,774 § 58,551,774
Carrying Estimated
Level 1 Level2  Level3 amount fair value
Liabilities
Payable to employees $ — $9273,653 § — $ 9,273,653 $§ 9,273,653
Payable to affiliates v — 2,702,825 — 2,702,825 2,702,825
Payable customers — 530,456 — 530,456 530,456
Accounts payable, accrued expenses, and
other liabilities — 3,764,267 — 3,764,267 3,764,267
Taxes payable to Parent — 2,155,034 2,155,034 2,155,034
Total liabilities $ — $18426235 § — $ 18,426,235 $ 18,426,235

14



CONFIDENTIAL
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(A Wholly-Owned Subsidiary of Northern Trust Corporation)

Notes to Financial Statements

December 31, 2024

(12) Off-Balance Sheet Risk and Concentration of Credit Risk

Customer transactions generally settle one business day after the trade date. If a customer does not complete
the purchase or sale transaction, subsequent market fluctuation may require the Company to sell or purchase
securities at prices that may differ from the original trade price. As an introducing broker with customers
throughout the United States, but primarily in the Midwest, the Company has agreed to indemnify its
clearing broker for losses that the clearing broker may sustain from the customer cash and margin accounts
introduced by the Company. To minimize its risk related to the indemnification agreement, the Company
adjusts the amount of the margin required by the clearing broker commensurate with the level of risk
associated with the customers’ underlying positions. If necessary, the Company may liquidate certain
positions in order to satisfy customers’ minimum margin requirements. Management believes that the
margin deposits held by the clearing broker at December 31, 2024 are adequate to mitigate the risk of
material loss. For the year ended December 31, 2024, no indemnity payments were made to the clearing

broker-dealer.

In the normal course of its business, the Company enters into long- and short-security positions. The risk of
potential loss due to changes in the market may exceed the amounts recorded for such short security

transactions.

In addition to the clearing broker, the Company also indemnifies and guarantees certain other service
providers, such as executing brokers, banks, and administrators, against specified potential losses in
connection with their acting as an agent of, or providing services to, the Company or its affiliates. The
Company also indemnifies some clients against potential losses incurred in the event specified third-party
service providers, including subcustodians and third-party brokers, improperly executed transactions. The
maximum potential amount of future payments that the Company could be required to make under these
indemnifications cannot be estimated. However, the Company believes that it is unlikely it will have to
make material payments under these arrangements and has not recorded any contingent liability in the
financial statements for these indemnifications.

(13) Legal Proceedings

From time to time the Company is a defendant in legal proceedings incidental to its securities business.
Management of the Company, after consultation with legal counsel, believes the resolution of these various
matters will not result in any material adverse effect on the financial position or results of operations of the

Company.

(14) Cash Segregated under Federal and Other Regulations

Cash of $3,998,055 has been segregated in a special reserve bank account for the benefit of customers under
Rule 15¢3-3 of the SEC.
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(15) Goodwill and Intangible Assets, net

Goodwill and an intangible asset resulted from the Company’s participation in the May 2016 acquisition of
Aviate Global LLP (Aviate), an institutional brokerage firm, by the Parent. Intangible assets also includes
capitalized software.

(1) Goodwill

The Company has recorded goodwill to the extent that the purchase price of the acquisition exceeded
the fair value of the net identifiable tangible and intangible assets of the acquired business. The
Company’s policy is to test goodwill for impairment on at least an annual basis, or whenever events
and circumstances indicate that the carrying value may not be recoverable.

(b) Intangible Assets

The Company had recorded an intangible asset for a specifically identified intangible asset that was
acquired in the acquisition. This asset, which was related to customer relationships, was fully
amortized as of December 31, 2024.

Purchased software, software licenses, and allowable internal costs, including compensation relating
to software developed for internal use, are also recorded as intangible assets and were fully amortized
as of December 31, 2024.

Intangible assets that are determined to have a definite life are amortized on a straight-line basis over
the determined life of the respective asset. The Company’s policy is to test identified intangible
assets for impairment on at Jeast an annual basis, or whenever events and circumstances indicate that
the carrying value may not be recoverable.

The gross carrying amount and accumulated amortization as of December 31, 2024 relating to
capitalized software, as well as goodwill and the client relationship asset are as follows:

Accumulated
depreciation and
Original cost amortization Net book value
Goodwill $ 1,637,674 $ — 3 1,637,674
Software 653,750 653,750 —
Client Relationship Asset 942,000 942,000 —

Goodwill and Other Intangible Assets $ 3,233,424 $ 1,595,750 $ 1,637,674

The amortization expense for the year ended December 31, 2024 was $124,860 and recognized in
Other expenses. ‘
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December 31, 2024

(16) Reporting Segments and Related Information

The Company operates as an introducing broker-dealer and clears all transactions on a fully disclosed basis
through another broker-dealer. The Company earns the majority of its revenue from commissions and
concessions earned on the execution of trades on behalf of clients, for the sale and distribution of third-party
mutual fund shares, providing commission management and investment advisory services, and as a result of
referring business to other broker-dealers. The President has been designated as the Chief Operating
Decision Maker (CODM). The CODM relies on net income (refer to the Statement of Income), balance
sheet composition (refer to the Statement of Financial Condition) and excess net capital (refer to Note 17)
for making operational decisions, including maintaining capital adequacy, deciding on reinvestment of
profits, or the distribution of dividends. The Company’s activities are viewed as a single operating segment,
and consequently, as a single reportable segment, because the CODM assesses the business based on the
financial information of the Company. The accounting policies applied to determine the segment’s profit
and loss are consistent with those outlined in the summary of significant accounting policies.

(17) Net Capital Requirements

The Company is a broker-dealer subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1). Under this
rule, the Company is required to maintain minimum “net capital.” The Company has elected to compute its
net capital under the alternative method permitted by the rule, which requires that the Company maintain
minimum net capital, as defined, equal to the greater of $250,000 or 2% of aggregate debit balances arising
from customer transactions, as defined, and any additional capital requirements for resale agreements.

The Company had, as calculated under Rule 15¢3-1, the following:

At December 31, 2024
Net capital $ 116,191,124
Net capital in excess of the $250,000 requirement 115,941,124
Net capital ratio 0.2:1

The Company is exempt from the provisions of Rule 15¢3-3 of the Securities and Exchange Act of 1934.
The Company meets the exemption provisions of Paragraph (k)(2)(i) and (k)(2)(ii) of Rule 15¢3-3 under the
Securities Exchange Act of 1934 and is also filing the exemption report because the Company’s other
business activities contemplated by Footnote 74 of the SEC Release No. 34-70073 adopting amendments to
17 C.F.R. § 240.17a-5 are limited to: (1) receiving transaction-based compensation for referring securities
transactions to other broker-dealers and (2) participating in distributions of securities (other than firm

commitment underwritings).
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Notes to Financial Statements
December 31, 2024

(18) Subsequent Events

The Company performed an evaluation of subsequent events through the date the financial statements were
available to be issued on February 26, 2025, and determined that there were no recognized or unrecognized
subsequent events that would require an adjustment or additional disclosure in the financial statements other

than items described above as of December 31, 2024.
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Schedule 1
NORTHERN TRUST SECURITIES, INC.
(A Wholly Owned Subsidiary of Northern Trust Corporation)
Computation of Net Capital under Rule 15¢3-1 of
the Securities and Exchange Act of 1934
December 31, 2024
Net Capital:
Total stockholder’s equity $ 128,944,159
Deductions and/or charges:
Nonallowable assets and other deductions and/or charges:
Trade receivable over 30 days 3 2,874,826
Goodwill 1,637,674
Other nonallowable assets 4,743,440
Deferred tax assets, net 1,658,091
Other deductions and/or charges 104,813
Total deductions and/or charges 11,018,844
Net capital before haircuts on securities positions 117,925,315
Securities haircuts computed pursuant to Rule 15¢-3-1(f) 1,734,191
Net Capital $ 116,191,124
Minimum net capital required (greater of $250,000 or 2% of its customer-related debit balances
from reserve calculation of Rule 15¢3-3) 250,000
Excess net capital $ 115,941,124
Aggregate indebtedness $ 18,426,235
Ratio of aggregate indebtedness to net capital 02:1
Reconciliation with the Company's computation (included in Form X-17a-5, Part II, as of
December 31, 2024 filed with FINRA on February 26, 2025):
Net capital, as reported in the Company’s Part II (unaudited) FOCUS Report $ 118,652,302
Post closing adjustments (primarily related to transfer pricing, incentives, and taxes) (2,461,178)
Net capital, per above $ 116,191,124

See accompanying report of independent registered public accounting firm.
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NORTHERN TRUST SECURITIES, INC.
(A Wholly Owned Subsidiary of Northern Trust Corporation)

Computation for Determination of Customer Reserve Requirements
under Rule 15¢3-3 of
the Securities and Exchange Act of 1934

CONFIDENTIAL
Schedule II

December 31, 2024
Free credit balances and other credit balances in customer accounts 5 530,456
Total Credits 530,456
Amount held on deposit in special reserve bank account for the exclusive benefit of
customers 3,998,055
Excess of amount held on deposit over amount required on deposit $ 3,467,599
Note: The above schedule agrees in all material respects with that reported

by the Company on the unaudited FOCUS Report, Form X-17a-5,
Part 11, as of December 31, 2024 filed with FINRA on February 26,
2025.

The Company identified the following provisions of 17 C.F.R. §240.15¢3-3 (k)(2) under which the Company
claimed an exemption from paragraphs (k)(2)(i) and (k)(2)(ii) and pursuant to Footnote 74 of the SEC Release
No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 because the Company’s other business activities
were limited to (1) receiving transaction-based compensation for referring securities transactions to other
broker-dealers and (2) participating in distributions of securities (other than firm commitment underwritings),
and the Company (1) did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to
customers; (2) did not carry accounts of or for customers; and (3) did not carry PAB accounts (as defined in

Rule 15¢3-3) throughout the most recent fiscal year ended December 31, 2024.

See accompanying report of independent registered public accounting firm.
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Schedule IIT
NORTHERN TRUST SECURITIES, INC.
(A Wholly Owned Subsidiary of Northern Trust Corporation)

Computation for Determination of PAB Reserve Requirements
under Rule 15¢3-3 of
the Securities and Exchange Act of 1934

December 31, 2024

The Company identified the following provisions of 17 C.F.R. §240.15¢3-3 (k)(2) under which the Company
claimed an exemption from paragraphs (k)(2)(i) and (k)(2)(ii) and pursuant to Footnote 74 of the SEC Release
No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 because the Company’s other business activities
were limited to (1) receiving transaction-based compensation for referring securities transactions to other
broker-dealers and (2) participating in distributions of securities (other than firm commitment underwritings),
and the Company (1) did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to
customers; (2) did not carry accounts of or for customers; and (3) did not carry PAB accounts (as defined in
Rule 15¢3-3) throughout the most recent fiscal year ended December 31, 2024.

See accompanying report of independent registered public accounting firm.
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Schedule IV
NORTHERN TRUST SECURITIES, INC.
(A Wholly Owned Subsidiary of Northern Trust Corporation)

Information Relating to Possession or
Contro}l Requirements under Rule 15¢3-3 of
the Securities and Exchange Act of 1934

December 31, 2024

The Company identified the following provisions of 17 C.F.R. §240.15¢3-3 (k)(2) under which the Company
claimed an exemption from paragraphs (k)(2)(i) and (k)}(2)(ii) and pursuant to Footnote 74 of the SEC Release
No. 34-70073 adopting amendments to 17 C.F.R. § 240.17a-5 because the Company’s other business activities
were limited to (1) receiving transaction-based compensation for referring securities transactions to other
broker-dealers and (2) participating in distributions of securities (other than firm commitment underwritings),
and the Company (1) did not directly or indirectly receive, hold, or otherwise owe funds or securities for or to
customers; (2) did not carry accounts of or for customers; and (3) did not carry PAB accounts (as defined in
Rule 15¢3-3) throughout the most recent fiscal year ended December 31, 2024.

See accompanying report of independent registered public accounting firm.
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