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E% HARPER & PEARSON

E:ﬂ COMPANY, P.C.RE0mNS

INDEPENDENT AUDITOR’S REPORT

To the Member
TBT Securities, L.C.
Longview, Texas

We have audited the accompanying balance sheets of TBT Securities, L.C. as of December 31, 2008 and
2007 and the related statements of income and members’ equity and cash flows for the years then ended.
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 audits.

We conducted our audits in accordance with generally accepted auditing standards in the United States.
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis

for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of TBT Securities, L.C. as of December 31, 2008 and 2007 and the results of its operations and its
cash flows for the years then ended, in conformity with generally accepted accounting principles in the United
States.

Our audits were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The information contained in Schedules I, II, III, IV, and V is presented for purposes of additional
analysis and is not a required part of the basic financial statements, but is supplementary information
required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such information has been subjected
to the auditing procedures applied in the audits 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 a whole.

/W {r [ oatn @M/ e

Houston, Texas
February 11, 2009

2
One Riverway - Suite 1000 - Houston, Texas 77056-1973 - 713.622.2310 - 713.622.5613 fax

harperpearson.com




TBT SECURITIES, L.C.

BALANCE SHEETS

DECEMBER 31, 2008 AND 2007

ASSETS

Cash and equivalents

Deposit with clearing agent (cash)

Receivable from clearing agent and others

Prepaid expenses

Equipment, net of accumulated depreciation of
$266,498 and $230,831 in 2008 and 2007, respectively

Other assets, net

TOTAL ASSETS

LIABILITIES AND MEMBER'S EQUITY
Accounts payable
Accrued expenses
Due to customers
TOTAL LIABILITIES
MEMBER'S EQUITY

TOTAL LIABILITIES AND MEMBER'S EQUITY

See accompanying notes.

2008 2007
$ 1,031,061 $ 670,386
100,031 111,070
4,814 136,876
26,887 25,249
28,016 45,003
9,884 9,884
$ 1,200,693 $ 998,468
$ 42,768 $ 57,427
80,962 84,062
2,000 -
125,730 141,489

1,074,963

$ 1,200,693

856,979

$ 998,468



TBT SECURITIES, L.C.
STATEMENTS OF INCOME AND MEMBER'S EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

REVENUES
Commission and fees
Other income

2008

2007

$ 1,455,753

20,530

$ 1,462,833

34,780

1,497,613

TOTAL REVENUES 1,476,283
EXPENSES
Clearing agent fees 73,421 60,131
Broker compensation, commission, taxes and benefits 681,087 687,398
Employee compensation, taxes and benefits 273,058 237,975
Professional fees 17,021 11,605
Computer services 38,192 42,718
Depreciation and amortization 24,606 30,570
Rent 51,195 50,720
Advertising 7,526 7,782
Taxes, other than income 1,261 9,488

Other operating expenses

TOTAL EXPENSES

90,932

1,258,299

94,428

1,232,815

NET INCOME 217,984 264,798
MEMBERS' EQUITY, BEGINNING OF YEAR 856,979 592,181
MEMBER'S EQUITY, END OF YEAR $ 1,074,963 $ 856,979

See accompanying notes.



TBT SECURITIES, L.C.
STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2008 AND 2007

2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 217,984 $ 264,798

Adjustments to reconcile net income to net cash
provided by operating activities

Gain on sale of assets - (6,478)
Depreciation and amortization 24,606 30,570
Changes in operating assets and liabilities
Deposit with clearing agent 11,039 (4,039)
Receivable from clearing agent and others 132,062 (30,415)
Prepaid expenses (1,638) (8,595)
Other assets, net - 3,769
Accounts payable (14,659) (25,531)
Accrued expenses (3,100) 7,041
Due to customers 2,000 (6,837)
Net cash provided by operating activities 368,294 224,283
INVESTING ACTIVITIES
Sale of equipment - 8,000
Purchase of equipment (7,619) (6,749)
Net cash (used) provided by investing activities (7,619 1,251
INCREASE IN CASH AND EQUIVALENTS 360,675 225,534
CASH AND EQUIVALENTS AT BEGINNING OF YEAR 670,386 444,852
CASH AND EQUIVALENTS AT END OF YEAR $ 1,031,061 $ 670,386

See accompanying notes.



TBT SECURITIES, L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

NOTE A

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization — TBT Securities, L.C. ("the Company”) was formed under Texas State Law as a
limited liability company on October 27, 1992 and is owned by Texas Bank & Trust, Longview
("Member™). The Company commenced active operations in January 1993, when it purchased
the discount brokerage operations of Longview Financial Services Company.

Nature of Operations — The Company is licensed as a full-service broker-dealer of securities. It
principally acts in an agency capacity as a fully-disclosed broker providing brokerage services
for its customers through a clearing agent and charges a commission for those services. Its
operations are regulated by the Securities and Exchange Commission (SEC) and the Financial
Industry Regulatory Authority (FINRA). Its principal market is the general public in the
eastern and northeastern regions of Texas; however, it is licensed to perform brokerage
services for the public in the state of Texas and eleven other states.

Statement Presentation - An unclassified balance sheet is presented in accordance with
industry standards.

Cash Equivalents — The Company has defined cash equivalents as highly liquid investments
with original maturities of less than ninety days that were not held for sale in the ordinary
course of business. These were principally money market funds.

Credit Risk — The Company’s money market deposits, which were $972,649 and $584,614 at
December 31, 2008 and 2007 are insured by the Securities Investor Protection Corporation up
to $500,000. It is the Company's practice to utilize high net worth clearing brokers to
minimize its credit risk.

The Company is engaged in various trading and brokerage activities in which counter parties
primarily include broker-dealers, banks and other financial institutions. In the event counter
parties do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the credit worthiness of the counter party or issuer of the instrument. It is the
Company’s policy to review the credit standing cf each counter party.

Deposit with Clearing Agent — Deposit with clearing agent is valued at market value. Any
difference between cost and market (or fair value) is included in income. The cost of the
Company’s deposit with clearing agent at Decernber 31, 2008 and 2007 approximated market

value.

Commissions and Clearing Fees — Customers’ securities transactions are recorded onh a
settlement date basis with related commission income and expenses recorded on a trade date

basis.




TBT SECURITIES, L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

NOTE A

NOTE B

NOTE C

ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Company contracts with a clearing agent for the majority of securities transactions made
on behalf of its customers. The clearing agent clears and settles customers’ transactions in
exchange for a clearing fee. The Company, through contractual agreements, also conducts
transactions on behalf of its customers directly with certain issuers of investment and
investment-related products, such as mutual funds and annuities. The Company does not
maintain securities or accounts for its customers, but acts only as their broker. Receivable
from clearing agent and others represents the Company’s share of commissions receivable for
transactions conducted through the clearing agent and commissions receivable under
contractual agreements from other sources for transactions directly with them.

Equipment and Depreciation — Equipment is recorded at cost and depreciated on the straight-
line basis over the estimated lives of the assets which are generally three to five years.

Federal Income Taxes — The Company was formed under state law as a limited liability
company. As a limited liability company, it is considered a partnership under the provisions of
the Internal Revenue Code of 1986. The Company’s income, losses, and tax credits will be
included in the income tax return of the Member. Accordingly, the Company does not record a
provision for Federal income taxes.

Estimates — 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.

CASH

At both December 31, 2008 and 2007, the Company had cash amounting to $25,000
segregated in a special reserve bank account for the benefit of customers under Rule 15(c)3-3

of the Securities and Exchange Commission (See Note E).

NET CAPITAL REQUIREMENTS

In July 1994, the Company was approved by the FINRA to amend its restriction letter and
operate under a minimum capital requirement of $250,000 as set forth by the Securities and
Exchange Commission Rule 15¢3-1. Under Rule 15¢3-1, the Company must maintain at all
times a minimum net capital which consists of the greater of $250,000 or 6 2/3% of aggregate
indebtedness, and the Company’s ratio of aggregate indebtedness to net capital cannot

exceed 15 to 1.



TBT SECURITIES, L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

NOTE C

NOTE D

NOTE E

NET CAPITAL REQUIREMENTS (CONTINUED)

The following is a summary of the Company’s actual capital compared with required capital

amounts as of December 31, 2008.

Net Capital - Actuai (Schedule I) $ 990,137
Net Capital - Required (Schedule I) 250,000

Excess Net Capital $ 740,137
Aggregate Indebtedness to Net Capital 13to 1

The following is a summary of the Company’s actual capital compared with required capital
amounts as of December 31, 2007.

Net Capital - Actual (Schedule IIT) $ 749,378
Net Capital - Required (Schedule III) 250,000

Excess Net Capital $ 499,378
Aggregate Indebtedness to Net Capital d9to 1

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF GENERAL
CREDITORS

The basic financial statements do not include the Statement of Changes in Liabilities
Subordinated to Claims of General Creditors as there were no such liabilities during 2008 and

2007.

RELATED PARTY TRANSACTIONS

I

The Company has bank accounts with its Member, which are used for clearing customers
securities transactions and for operating expenses. At December 31, 2008 and 2007, these
accounts had a total balance of $32,832 and $59,943, respectively. Any balance in the
account used for clearing customers’ transactions is also reflected as a lability, “"Due to
Customers”, in the accompanying balance sheet. In addition, the Company must maintain a
special reserve bank account in the amount of 105% of the amount shown as “Due to
Customers.” This reserve account, which had a balance of $25,000 and $25,000, respectively
at December 31, 2008 and 2007, is also with the Member (See Schedule II and Note B).

The Company leases office space and equipment from the Member. Approximate lease costs
for each of the years ended December 31, 2008 and 2007 was $50,000.

Approximate bank charges incurred along with other charges from the Member for the years
ended December 31, 2008 and 2007 were $4,000 and $19,000, respectively.



TBT SECURITIES, L.C.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008 AND 2007

NOTE F

NOTE G

NOTE H

COMMITMENTS AND CONTINGENT LIABILITIES

The Company has a month to month operating lease with its Member (Note E) for office
space. Rentals are payable on a monthly basis, and are determined upon the volume of space
under lease for that month. At December 31, 2008, the Company estimates that its annual
rentals will approximate $50,000 for each of the next three years.

The Company has certain clients that purchased Auction Rate Securities, specifically preferred
shares of closed end funds, through the broker/dealer. Currently, the auctions for these
securities are failing and the liquidity of Auction Rate Securities has been impacted. The loss
of liquidity has existed in the marketplace since: February 2008 and the duration is unknown.
No legal action is pending or has been threatenad against the firm, but many investors across
the country have taken legal action against various broker/dealers for alleged misdeeds or
joined in class action lawsuits as a result of the lack of liquidity in the marketplace. The
Company is unable to estimate its exposure, if any, related to the sale of these securities.

PENSION PLAN

The Company’s employees participate in the Texas Bank and Trust Employee Profit Sharing
Plan which covers substantially all employees. Company contributions for the years ended
December 31, 2008 and 2007 were $28,814 and $31,911, respectively, and are included in the
statements of income as a component of employee compensation and benefits.

CONCENTRATION OF MARKET RISK
The Company provides securities brokerage services to customers located primarily in the

eastern and northeastern regions of Texas. The revenue of the Company is directly influenced
by the economy of these regions along with the overall health of the financial markets.



TBT SECURITIES, L.C.

SCHEDULE 1

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

TOTAL MEMBER'S EQUITY $ 1,074,963
LESS NONALLOWABLE ASSETS
Petty cash and deposit (581)
Accounts receivable -
Prepaid expenses (26,887)
Equipment (28,016)
Goodwiill (9,884)
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES
POSITIONS 1,009,595
HAIRCUTS ON SECURITIES POSITIONS (19,458)
NET CAPITAL 990,137

MINIMUM NET CAPITAL - GREATER OF:
6 2/3% aggregate indebtedness or

Minimum dollar requirements of $250,000 250,000
EXCESS OF NET CAPITAL $ 740,137
Ratio: Aggregate indebtedness to net capital A3to1l

RECONCILIATION WITH COMPANY'S COMPUTATION
(Included in Part II of Form X-17A-5 as of December 31, 2008)

NET CAPITAL, AS REPORTED IN COMPANY'S PART II
FOCUS Report (Unaudited) $ 990,137

RECONCILING ITEMS OR DIFFERENCES -

NET CAPITAL PER ABOVE $ 990,137

See independent auditor's report.
10



TBT SECURITIES, L.C.
SCHEDULE I1
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

CREDIT BALANCES
Free credit balances and other credit balances in customers' security

accounts $

Monies borrowed collateralized by securities carried for the accounts
of customers

Monies payable against customers' securities loaned

Customers' securities failed to receive

Credit balances in firm accounts which are attributable to principal
sales to customers

Market value of stock dividends, stock splits, and similar distributions
receivable outstanding over 30 calendar days

Market value of short security count differences over 30 calendar
days old

Market value of short securities and credits (not to be offset by "longs'
or by debits) in all suspense accounts over 30 calendar days -

Market value of securities which are in transfer in excess of 40
calendar days and have not been confirmed to be in transfer by
the transfer agent or the issuer during the 40 days

Total credit items

2,000

DEBIT BALANCES
Debit balances in the customers' cash and margin accounts excluding

unsecured accounts doubtful of collection net of deductions
pursuant to rule 15¢3-3

Securities borrowed to effectuate short sales by customers and
securities borrowed to make delivery on customers' securities

failed to deliver
Failed to delivery of customers' securities not older than

30 calendar days
Total debit items

RESERVE COMPUTATION
Excess of total credits over total debits $ 2,000

Amount required to be on deposit under rule 15¢3-3 $ 2,100

Amount held on deposit in reserve bank account $ 25,000
Amount of deposit

New amount in reserve bank account after deposit $ 25,000

RECONCILIATION WITH COMPANY'S COMPUTATION (INCLUDED IN
PART II OF FORM X-17A-5 AS OF DECEMBER 31, 2008)

Excess credits as reported in Company's Part IT FOCUS repert $ 2,000

Excess credits per this computation $ 2,000

See independent auditor's report.
i1



TBT SECURITIES, L.C.

SCHEDULE III

COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2007

TOTAL MEMBER'S EQUITY $ 856,979
LESS NONALLOWABLE ASSETS
Petty cash (829)
Accounts receivable (14,944)
Prepaid expenses (25,249)
Equipment (45,003)
Goodwiill (9,884)
NET CAPITAL BEFORE HAIRCUTS ON SECURITIES
POSITIONS 761,070
HAIRCUTS ON SECURITIES POSITIONS (11,692)
NET CAPITAL 749,378

MINIMUM NET CAPITAL - GREATER OF:
6 2/3% aggregate indebtedness or

Minimum dollar requirements of $250,000 250,000
EXCESS OF NET CAPITAL $ 499,378
Ratio: Aggregate indebtedness to net capital .19to 1

RECONCILIATION WITH COMPANY'S COMPUTATION
(Included in Part II of Form X-17A-5 as of December 31, 2007)

NET CAPITAL, AS REPORTED IN COMPANY'S PART II
FOCUS Report (Unaudited) $ 749,378

RECONCILING ITEMS OR DIFFERENCES -

NET CAPITAL PER ABOVE $ 749,378

See independent auditor's report.
12



TBT SECURITIES, L.C.
SCHEDULE 1V
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

UNDER RULE 15C3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2007

CREDIT BALANCES

Free credit balances and other credit balances in customers' security
accounts $ -

Monies borrowed collateralized by securities carried for the accounts
of customers

Monies payable against customers' securities ioaned

Customers' securities failed to receive

Credit balances in firm accounts which are attributable to principal
sales to customers

Market value of stock dividends, stock splits, and similar distributions
receivable outstanding over 30 calendar days

Market value of short security count differences over 30 calendar
days old

Market value of short securities and credits (not to be offsel: by "longs"
or by debits) in all suspense accounts over 30 calendar days -

Market value of securities which are in transfer in excess of 40
calendar days and have not been confirmed to be in transfer by
the transfer agent or the issuer during the 40 days

Total credit items

DEBIT BALANCES
Debit balances in the customers' cash and margin accounts exciuding
unsecured accounts doubtful of collection net of deductions
pursuant to rule 15¢3-3
Securities borrowed to effectuate short sales by customers and
securities borrowed to make delivery on customers' securities

failed to deliver
Failed to delivery of customers' securities not older than

30 calendar days
Total debit items

RESERVE COMPUTATION

Excess of total credits over total debits $ -
Amount required to be on deposit under rule 15¢3-3 $ -
Amount held on deposit in reserve bank account $ 25,000

Amount of deposit

New amount in reserve bank account after deposit $ 25,000
RECONCILIATION WITH COMPANY'S COMPUTATION (INCLUDED IN
PART II OF FORM X-17A-5 AS OF DECEMBER 31, 2007)
Excess credits as reported in Company's Part II FOCUS report $ -
Excess credits per this computation $ -

See independent auditor's report.
13



TBT SECURITIES, L.C.
SCHEDULE V
INFORMATION RELATING TO ADDITIONAL SCHEDULES NORMALLY

REQUIRED BY THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

Information Relating to the Possession or Control Requirements Pursuant to Rule 15¢3-3 of the S.E.C.

The Company does not take control or possession of customer securities. Accordingly, this schedule is not
presented.

Schedule of Segregation Requirements and Funds in Segregation for Customers' Regulated Commodity
Futures and Options Accounts

The Company does not maintain balances on behalf of its customers relating to commodity futures or options;
accordingly; this schedule is not presented.

See independent auditor's report.
14



E% HARPER & PEARSON

t:ﬂ COMPANY, P.C. eS0T

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17A-5(g)(1)

February 11, 2009

To the Member
TBT Securities, L.C.

In planning and performing our audit of the financial statements and supplemental schedules of TBT Securities,
L.C. (the 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 Company's internal control over financial
reporting (internal control) as a basis for desighing 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
Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the Company's

internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we have made a 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 17a-5(g) in the following:

1. Making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 173-3(a)(11) and the reserve required by rule 15c3-3(e).

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 SEC's 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 management's authorization and
recorded properly to permit the preparation of financial statements in conformity with generally accepted
accounting principles. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the

preceding paragraph.

One Riverway - Suite 1000 - Houston, Texas 77056-1973 - 713.622.2310 - 713.622.5613 fax

harperpearson.com




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.

A control deficiency exists when the design or operation of a control does not allow management or employees,
in the normal course of performing their assigned functions, to prevent or detect misstatements on a timely
basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that adversely
affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity's financial statements that is more than inconsequential will not be prevented or

detected by the entity's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote likelihood that a material misstatement of the financial statements will be prevented or detected

by the entity's internal control.

Our consideration of internal control was for the limited purpose described in the first and second 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 a material inadequacy for such purposes. Based on
this understanding and on our study, we believe that the Company's practices and procedures were adequate at
December 31, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Member, management, the SEC, and the other
regulatory agencies that rely on rule 17a-5(g) 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.
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