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OATH OR AFFIRMATION

i.sT/27 f4vO swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

ftl-T St.J4e
-.---

_______
as

of Di 2O are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

TVhis
report

contains check all applicable boxes

Facing Page

Statement of Financial Condition

7c Statement of Income Loss
1J Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Ll Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Control Requirements Under Rule 15c3-3

Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

121 An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any
material inadequacies found to exist or found to have existed since the date of the previous audit

JERROLD KOPSA

No 01K04997417

State of New York

irie County

My Commission Expires Sept 18 2010

Title

Forconditions of confidential treatment of certain portions of this filing see section 240.17a-5e3
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Section

EB PricewaterhouseCoopers LLP

3600 HSBC Center

Buffalo NY 14203-2879

vvastlflgton oc Telephone 716 856 4650

llfl Facsimile 716 856 1208

Report of Independent Auctitirs on

Internal Control Required by SEC Rule 7a-5g1

To the Board of Directors and Shareholder of

MT Securities Inc

In planning and performing our audit of the financial statements and supplemental schedules of MT
Securities Inc the Company wholly-owned subsidiary of Manufacturers and Traders Trust

Company as of and for the year ended December 31 2008 in accordance with auditing standards

generally accepted in the United States of America we considered the Companys internal control over

financial reporting internal control as basis for designing our auditing procedures for the purpose of

expressing our opinion on the financial statements but not for the purpose of expressing an opinion on

the effectiveness of the Companys internal control Accordingly we do not express an opinion on the

effectiveness of the Companys internal control

Also as required by Rule 17a-5g1 of the Securities and Exchange Commission the SEC we

have made study of the practices and procedures followed by the Company including consideration

of control activities for safeguarding securities This study included tests of compliance with such

practices and procedures that we considered relevant to the objectives stated in Rule 7a-5g in

making the following

The periodic computations of aggregate indebtedness and net capital under Rule 7a-3a1

and

Determining compliance with the exemptive provisions of Rule 15c3-3

Because the Company does not carry securities accounts for customers or perform custodial functions

relating to customer securities we did not review the practices and procedures followed by the

Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a-1 and

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and

the practices and procedures referred to in the preceding paragraph In fulfilling this responsibility

estimates and judgments by management are required to assess the expected benefits and related

costs of controls and of the practices and procedures referred to in the preceding paragraph and to

assess whether those practices and procedures can be expected to achieve the SECs above-

mentioned objectives Two of the objectives of internal control and the practices and procedures are to

provide management with reasonable but not absolute assurance that assets for which the Company

has responsibility are safeguarded against loss from unauthorized use or disposition and that

transactions are executed in accordance with managements authorization and recorded properly to

permit the preparation of financial statements in conformity with generally accepted accounting

principles Rule 7a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph
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Because of inherent limitations in internal control and the practices and procedures referred to above

error or fraud may occur and not be detected Also projection of any evaluation of them to future

periods is subject to the risk that they may become inadequate because of changes in conditions or

that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow management or

employees in the normal course of performing their assigned functions to prevent or detect

misstatements on timely basis significant deficiency is control deficiency or combination of

control deficiencies that adversely affects the entitys ability to initiate authorize record process or

report financial data reliably in accordance with generally accepted accounting principles such that

there is more than remote likelihood that misstatement of the entitys financial statements that is

more than inconsequential will not be prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that results in

more than remote likelihood that material misstatement of the financial statements will not be

prevented or detected by the entitys internal control

Our consideration of internal control was for the limited purpose described in the first second and third

paragraphs and would not necessarily identify all deficiencies in internal control that might be material

weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defined above

We understand that practices and procedures that accomplish the objectives referred to in the second

paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with

the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such

purposes Based on this understanding and on our study we believe that the Companys practices

and procedures were adequate at December 31 2008 to meet the SECs objectives

This report is intended solely for the information and use of the Board of Directors management the

SEC the Financial Industry Regulatory Authority and other regulatory agencies that rely on Rule 7a-

5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers

and is not intended to be and should not be used by anyone other than these specified parties

February 26 2009
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PricewaterhouseCoopers LLP

3600 HSBC Center

Buffalo NY 14203-2879

Telephone 716 856 4650

Facsimile 716 856 1208

Report of Independent Auditors

To the Board of Directors and Shareholder of

MT Securities Inc

In our opinion the accompanying statement of financial condition and the related statements of

income cash flows and changes in stockholders equity present fairly in all material respects the

financial position of MT Securities Inc the Company at December 31 2008 and the results of its

operations and its cash flows for the year then ended in conformity with accounting principles generally

accepted in the United States of America These financial statements are the responsibility of the

Companys management Our responsibility is to express an opinion on these financial statements

based on our audit We conducted our audit of these statements in accordance with auditing

standards generally accepted in the United States of America Those standards require that we plan

and perform the audit to obtain reasonable assurance about whether the financial statements are free

of material misstatement An audit includes examining on test basis evidence supporting the

amounts and disclosures in the financial statements assessing the accounting principles used and

significant estimates made by management and evaluating the overall financial statement

presentation We believe that our audit provides reasonable basis for our opinion

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken

as whole The information contained in Schedules and II is presented for purposes of additional

analysis and is not required part of the basic financial statements but is supplementary information

required by Rule 17a-5 under the Securities Exchange Act of 1934 Such information has been

subjected to the auditing procedures applied in the audit of the basic financial statements and in our

opinion is fairly stated in all material respects in relation to the basic financial statements taken as

whole

February 26 2009



MT SECURITIES INC

Statement of Financial Condition

December 31 2008

Dollars in thousands

Assets

Deposits at parent

Operating account 565

Accounts segregated for customer funds 6052

Securities owned at fair value 9205

Investment in MTB Money Market Mutual Fund 22684

Commissions and fees receivable 5189

Furniture and equipment at cost

less accumulated depreciation of $2313 13 14

Deferred income taxes 1407

Other assets 5847

Total assets 52263

Liabilities

Due to customers 6052

Due to parent 2157

Commissions payable 2581

Current income taxes payable to parent
313

Other liabilities 4525

Total liabilities 15628

Stockholders equity

Common stock no par value 200 shares authorized

30 shares issued and outstanding 75

Additional paid-in capital 22172

Retained earnings 14388

Total stockholders equity 36635

Total liabilities and stockholders equity 52263

See accompanying notes to financial statements



MT SECURITIES INC
Statement of Income

Year ended December 31 2008

In thousands

Revenues

Commissions 63048

Fees 17057

Trading 6913

Interest 907

Other 3684

Total revenues 91609

Expenses

Employee compensation and benefits 48910

Occupancy 13425

Advertising and promotion 714

Clearing broker fees 1352

Other 12805

Total expenses 77206

Income before income taxes 14403

Income taxes 5996

Net income 8407

See accompanying notes to financial statements



MT SECURITIES INC
Statement of Cash Flows

Year ended December 31 2008

In thousands

Cash flows from operating activities

Net income 8407

Adjustments to reconcile net income to net cash

provided by operating activities

Stock-based compensation expense 1032

Depreciation and amortization 692

Deferred income tax benefit 29
Net change in

Trading account 1179
Commissions and fees receivable 967
Commissions payable 392

Current income taxes payable to parent 199

Due to parent 89
Other net 184

Net cash provided by operating activities 8642

Cash flows from investing activities

Purchase of investment securities 6550
Capital expenditures net 523
Other net 876

Net cash used by investing activities 7949

Net increase in cash and cash equivalents 693

Cash and cash equivalents at beginning of year 22556

Cash and cash equivalents at end of year 23249

Supplemental disclosure of cash flow information

Interest received during the year
830

Income taxes paid to parent during the year 5826

See accompanying notes to financial statements



MT SECURITIES INC

Statement of Changes in Stockholders Equity

Year ended December 31 2008

Additional

Common paid-in
Retained

stock capital earnings Total

In thousands

Balance atJanuary 2008 75 21140 5981 27196

Net income 8407 8407

Stock-based compensation expense 1032 1032

Balance at December 31 2008 75 22172 14388 36635

See accompanying notes to financial statements



MT SECURITIES INC
Notes to Financial Statements

December 31 2008

Organization and operations

MT Securities Inc the Company is wholly owned subsidiary of MT
Bank The Company provides securities brokerage investment advisory and

insurance services

The Company has an agreement with clearing broker under which customer

account records are maintained and individual securities and mutual fund

transactions are executed The Company sells mutual funds fixed income and

other securities and annuity and insurance products in the banking offices of

MT Bank The mutual fund activity is either self-cleared utilizing FundISERV

an automated service of National Securities Clearing Corporation that acts as

conduit to mutual fund companies or is cleared utilizing the clearing broker

Annuity and life insurance products are self-cleared directly with insurance

companies

The Company acts as both principal and riskiess principal on municipal security

transactions and other fixed income government and corporate securities As

principal securities are purchased from dealers at the market rate and held until

sold at mark-up to the customer As riskless principal the Company purchases

securities from dealers at the market rate and simultaneously delivers the

securities to the customer at mark-up The Company also participates in

municipal securities underwriting activities as syndicate member or as part of

selling group Revenues associated with these activities are included in trading

revenue in the statement of income The Company also acts as manager for the

issuance and distribution of municipal notes and bonds Revenues associated with

these underwriting activities are included in fee revenue in the statement of

income As distributor the Company may maintain an inventory of these issues

until sold

The Company provides mutual fund shareholder services to the MTB Group of

Funds an open-end registered investment company The associated revenues

totaled $4061000 in 2008 and are included in fee revenues in the statement of

income

The Company is subject to applicable federal and state securities laws and

regulations the rules of the Financial Industry Regulatory Authority and the

Municipal Securities Rulemaking Board and state insurance laws and regulations



MT SECURITIES INC
Notes to Financial Statements continued

Summary of significant accounting policies

The financial statements of the Company have been prepared in accordance with

generally accepted accounting principles The preparation of financial statements

in conformity with generally accepted accounting principles requires management

to make estimates and assumptions that affect the reported amounts of assets and

liabilities and disclosure 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

summary of significant accounting policies used in the preparation of the

financial statements follows

Statement of cash flows

For purposes of this statement cash and cash equivalents consist of the operating

checking account with MT Bank and investments in the MTB Money Market

Mutual Fund

Securities owned

Securities owned are classified as either trading or available for sale and are

stated at fair value Realized gains and losses and unrealized changes in fair value

of trading securities are included in trading revenue in the statement of income

Realized gains and losses on available for sale securities are included in other

revenue in the statement of income Unrealized gains and losses on available for

sale securities are reflected in accumulated other comprehensive income loss
net of applicable taxes as component of stockholders equity in the statement of

financial condition

Investment in MTB Money Market Mutual Fund

The Company invests available funds in excess of anticipated liquidity

requirements in the MTB Money Market Mutual Fund This mutual fund

predominately invests in short-term debt obligations issued by the U.S

government banks and corporations Income earned on the investment is

included in interest revenue in the statement of income

Commissions and clearing broker fees

Commissions from brokerage services and sales of mutual funds and annuities

that are reasonably estimable are recorded as income on the trade date

Commissions from life insurance sales are recorded when received from the

insurance companies Clearing broker fees and other expenses are recognized as

incurred



MT SECURITIES INC
Notes to Financial Statements continued

Summary of significant accounting policies continued

Stock-based compensation

Employees of the Company have been granted restricted stock and options to

purchase shares of common stock of MT Bank Corporation MT the

parent company of MT Bank under incentive compensation plans of MT
Information regarding the incentive compensation plans of MT is included in

MTs Annual Report Form 10-K as filed with the Securities and Exchange

Commission SEC
The Company recognizes expense for stock-based compensation using the fair

value method of accounting Stock-based compensation expense is included in

employee compensation and benefits expense in the statement of income and

totaled $1032000 in 2008 As of December 31 2008 outstanding stock options

and shares of restricted stock awarded to the Companys employees totaled

304045 of which 192649 were exercisable and 309 respectively

Furniture and equipment

Furniture and equipment are stated at cost less accumulated depreciation

Depreciation expense is computed principally using the straight-line method over

the estimated useful lives of the assets which are from three to ten years

Income taxes

The Company is included in the consolidated federal and combined New York

State and New York City income tax returns of MT Pursuant to an

intercompany tax sharing agreement with MT the Company remits tax

payments to MT Bank as if it filed separate return and receives benefits for

losses recognized in consolidation The Company also files income tax returns in

over thirty states and local jurisdictions

Deferred tax assets and liabilities are recognized for the future tax effects

attributable to differences between the financial statement value of existing assets

and liabilities and their respective tax bases and carryforwards Deferred tax

assets and liabilities are measured using enacted tax rates and laws



MT SECURITIES INC
Notes to Financial Statements continued

Securities owned

The Company maintains trading inventory of municipal notes and bonds as both

principal and riskiess principal The fair value of these securities totaled

$2655000 at December 31 2008

The Company also owns municipal auction rate securities for investment

purposes classified as available for sale totaling $6550000 at December 31
2008 The fair value of these securities approximated the amortized cost Of

these securities $175000 mature in 2010 $1075000 mature in 2016 through

2018 and $5300000 mature after 2018

Valuations of securities owned by the Company have been classified as Level in

the fair value hierarchy established by Statement of Financial Accounting

Standards No 157 Fair Value Measurements Level valuations include

quoted prices for similarassets or liabilities in active markets quoted prices for

identical or similar instruments in markets that are not active or valuations

arrived at by using model-based techniques in which all significant inputs are

observable in the market

Pension plans and other postretirement benefits

The Company participates in MTs noncontributory defined benefit and defined

contribution pension plans covering substantially all full-time employees

Pension benefits for the defined benefit plan accrue to participants based on their

level of compensation and number of years of service Amounts contributed to

that plan are sufficient to meet Internal Revenue Code funding standards Net

periodic pension expense for the defined benefit plan recognized by the Company

in 2008 was $353000 Amounts contributed by MT to the noncontributory

defined contribution pension plan are based on an individual participants total

compensation generally defined as total wages incentive compensation

commissions and bonuses and years of service Pension expense recorded by the

Company in 2008 related to the defined contribution plan was $660000

Expenses related to the pension plans are included in employee compensation and

benefits expense in the statement of income

The Company also participates in MTs defined benefit health care and life

insurance plans which provide benefits for qualified retired employees who

reached the age of 55 while working for MT or its subsidiaries Substantially

all salaried employees are covered in the plan The postretirement benefits

expense recognized by the Company in 2008 was $164000 Such expense is

included in employee compensation and benefits expense



MT SECURITIES INC
Notes to Financial Statements continued

Pension plans and other postretirement benefits continued

Additionally the Company participates in the MT Bank Corporation Retirement

Savings Plan and Trust Savings Plan The Savings Plan is defined

contribution plan in which eligible employees may defer up to 50% of qualified

compensation via contributions to the plan The Company makes an employer

matching contribution to the Savings Plan in an amount equal to 75% of an

employees contribution up to 4.5% of the employees qualified compensation

The Companys contributions to the Savings Plan totaled $1328000 in 2008 and

are included in employee compensation and benefits expense

Income taxes

The components of income taxes were as follows

In thousands

Current

Federal $4806

State and city 1219

Total current 6025

Deferred

Federal 13
State and city 16

Total deferred 29

Total income tax expense $5996

Total income tax expense differed from the amount computed by applying the

statutory federal income tax rate to income before income taxes as follows

In thousands

Income tax expense at statutory rate $5041

State and city income taxes

net of federal income tax effect 782

Stock-based compensation 207

Other 34

$5996

10



MT SECURITIES INC
Notes to Financial Statements continued

Income taxes continued

Net deferred tax assets were comprised of the following

In thousands

Stock-based compensation $1314

Incentive compensation plans 136

Total deferred tax assets 1450

Intangible assets 12
Depreciation and amortization 31

Total deferred tax liabilities 43

Net deferred tax asset $1407

The Company believes that it is more likely than not that the deferred tax asset

will be realized through taxable earnings or alternative tax strategies

Related party transactions

Cash and money-market assets

The Company maintains checking account with MT Bank When available

funds are invested in the MTB Money Market Mutual Fund mutual fund

managed by MTB Investment Advisors Inc wholly owned subsidiary of MT
Bank The Company also maintains deposit accounts with MT Bank that are

segregated for the benefit of customers under rule 15c3-3 of the SEC and to

facilitate other customer transactions

Occupancy

The Company leases space within banking offices of MT Bank The lease

agreement remains in effect until terminated by either party with ninety days

written notice Pursuant to the terms of this agreement rent expense incurred

during 2008 related to premises of MT Bank occupied by the Company totaled

$12205000 and was equal to 20% of adjusted gross commission income earned

by the Company from sales at certain banking offices less sales management

marketing promotion and other expenses incurred by the Company deductible

under this agreement The Company also occupies non-banking office space in

facilities owned or leased by MT Bank Occupancy expense related to those

facilities amounted to $1108000 in 2008

11



MT SECURITIES INC
Notes to Financial Statements continued

Related party transactions continued

Payable due to parent

Amounts payable to MT Bank resulting from the transactions noted herein are

generally paid on monthly basis

Training

The Company conducts technical training sessions for employees of MT Bank

Amounts received from MT Bank reimbursing the Company for those sessions

totaled $470000 in 2008 and were included as reduction of other expenses in

the statement of income Additionally MT Bank provides training services to

employees of the Company Amounts paid by the Company to MT Bank for

training totaled $94000 in 2008 and were included in other expenses in the

statement of income

Services performed by parent

Costs for data processing personnel administration legal and other services

performed by MT Bank on behalf of the Company are included in other

expenses in the statement of income and totaled $5732000 in 2008

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 and requires that the ratio

of aggregate indebtedness to net capital shall not exceed 15 to The Companys
net capital calculated in accordance with SEC Rule 15c3-1 see Schedule was

$27351000 at December 31 2008 which was $26309000 in excess of the

minimum required net capital The Companys ratio of aggregate indebtedness to

net capital was 0.57 to at December 31 2008

Contingent liabilities

In the normal course of business the Company executes transactions on behalf of

customers If such transactions do not settle because of failure to perform by

party to the transaction the Company may be required to discharge the obligation

of the nonperforming party and as result may incur loss if the market value of

the securities is different from the contract amount of the transaction The

Company does not expect to incur significant losses as result of this type of

nonperformance

12



MT SECURITIES INC
Notes to Financial Statements continued

Contingent liabilities continued

The Company clears certain of its securities transactions through clearing broker

on fully disclosed basis Pursuant to the terms of the agreements between the

Company and the clearing broker the clearing broker has the right to charge the

Company for losses that result from counterpartys failure to fulfill its

contractual obligations As the right to charge the Company has no maximum

amount and applies to all trades executed through the clearing broker the

Company believes there is no maximum amount assignable to this right The

Company has not experienced any material losses as result of these guarantees

The Company has the right to pursue collection or performance from the

counterparties who do not perform under their contractual obligations The

Company monitors the credit standing of the clearing broker with which it

conducts business

The Company is subject in the normal course of business to various pending and

threatened legal proceedings in which claims for monetary damages are asserted

Management after consultation with legal counsel does not anticipate that the

aggregate ultimate liability if any arising out of litigation pending and threatened

against the Company will be material to the Companys financial position but at

the present time is not in position to determine whether such litigation will have

material adverse effect on the Companys results of operations in any future

reporting period

13



Schedule

MT SECURITIES INC

Computation of Net Capital Under Rule 15c3-1 of the

Securities and Exchange Commission

December 31 2008

In thousands

Net capital

Stockholders equity 36635

Capital adjustment for non-allowable assets

Deferred income taxes 1407

Furniture and equipment 1314

Various asset accounts not offset against related liabilities 4983

Net capital before haircut on securities positions 28931

Haircut on securities positions 1580

Net capital 27351

Required net capital 2/3% of aggregate indebtedness of $15628 1042

Excess net capital 26309

There is no difference in the amount of net capital presented above and the amount reported

by the Company in Part II of Form X-17A-5 as of December 31 2008 amended on February

26 2009

14



Schedule II

MT SECURITIES INC
Statement of Exemption Under Rule 15c3-3 of the

Securities and Exchange Commission

December 31 2008

The Company claims exemption under Rule 15c3-3 of the Securities and Exchange Commission

The Company is in compliance with the conditions of exemption under paragraph k2i and

ii of Rule 15c3-3 dealing with introducing brokers

15


