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OATH OR AFFIRMATION

I, I bhn Hu [ OQ‘U ' , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statenien_t and supporting schedules pertaining to the firm of

UMTB Securities Tne. ., , as
of D!—L&mbu 3' ’ , 20 Qﬂ , are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

Signature

Title

MADELINE WARNER
Notary Public, State of New York
No. 01WA6022547
Qualified in New York County
Commission Expires April 5, 2011

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

(a) Facing Page.
B4 (b) Statement of Financial Condition.
Rl (c) Statement of Income (Loss).
X (d) Statement of Changes in Financial Condition.
§ (¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
K (g) Computation of Net Capital. :
[J (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requiremients Under Rule 15¢3-3.
O () AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
- Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,
O (k) A Reconciliation between the audited and unaudited Statements of Financia] Condition with respect to methods of
consolidation. ‘
(1) An Oath or Affirmation.

-0 (m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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CERTIFIED PUBLIC ACCOUNTANTS

Independent Auditor’s Report

To the Stockholder
UMTB Securities Inc.
New York, New York

We have audited the accompanying statement of financial condition of UMTB Securities Inc.
(the “Company™) as of December 31, 2008, and the related statement of operations, cash flows
and changes in stockholder’s equity and liabilities subordinated to claims of general creditors for
the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financizl statements based on
our audit.

We conducted our audit 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 raaterial misstatement.
We were not engaged to perform an audit of the Company’s internal control over financial
reporting. Our audit included consideration of internal control over financial reporting as a basis
for designing audit procedures that are appropriate in circumstances, but not for purposes of
expressing an opinion on the effectiveness of the Company’s internal control over financial
reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial sta:ements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of UMTB Securities Inc. as of 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
‘taken as a whole. The supplemental information contained in Schedule I 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 Exchange Act of 1934.



Such information has been subjected to the auditing procedures applied in our 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 a whole.

%%%y/,LL

METIS GROUP CERTIFIED PUBLIC ACCOUNTANTS LLC

January 29, 2009
New York, N.Y.



UMTB Securities Inc.

Statement of Financial Condition
December 31, 2008

December 31 2008
ASSETS
Cash and cash equivalents $ 515,543
Due from clearing broker _ 299,902
Furniture and equipment, net 58,661
Other assets 20,806
TOTAL ASSETS $ 894,912
LIABILITIES AND STOCKHOLDER’S EQUITY
Liabilities
Accounts payable and accrued expenses $ 217,377
Due to Parent 11,630
Interest payable, subordinated borrowings from Parent 206,792
435,799
Subordinated borrowings from Parent 2,875,000
TOTAL LIABILITIES 3,310,799
Stockholder’s Equity
Common stock - $0.01 par value: 1,000 shares authorized, 10
shares issued and outstanding -
Additional paid-in capital 600,000
Accumulated deficit (3,015,887)
TOTAL STOCKHOLDER’S EQUITY (2,415,887)
TOTAL LIABILITIES AND STOCKHOLDER'’S
EQUITY $ 894,912

The accompanying notes are an integral part of the financial statements.
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UMTB Securities Inc.

Statement of Operations
For the Year Ended December 31, 2008

2008
REVENUES
Commissions $ 1,244,759
Interest income 37,153
Total Revenue 1,281,912
EXPENSES
Employee compensation and benefits 979,855
Floor brokerage, exchange and clearance fees 330,799
Interest expense 162,691
Occupancy expense 218,234
Professional fees 263,684
Other operating expense 508,865
Total Expenses 2,464,128
Loss before income taxes (1,182,216)
Provision for income taxes 605
Net Loss $ (1,182,821)

The accompanying notes are an integral part of the financial statements.



UMTB Securities Inc.

Statement of Cash Flows
For the Year Ended December 31, 2008

2008

Cash flows from operating activities:
Net loss $ (1,182,821)
Adjustments to reconcile net loss to net cash provided by
(used in) operating activities:

Depreciation 42,260
Net changes in:
Due from clearing broker 67,246
Receivable from affiliate 5,027
Other assets (3,306)
Accounts payable and accrued expenses 20,619
Due to parent 3,808
Interest payable, subordinated borrowings from Parent 139,917
Total adjustments 275,571
Net cash used in operating activities (907,250)
Cash flows from investing activities:
Purchase of equipment (1,200)
Net cash used in investing activities (1,200)
Cash flows from financing activities:
Subordinated borrowings from Parent 750,000
Net cash provided by financing activities 750,000
Net decrease in cash and cash equivalents (158,450)
Cash and cash equivalents, beginning of year 673,993

Cash and cash eﬂuivalents, end of year $ 515,543

Supplementary disclosure of cash flow information:
Cash payments for income taxes $ 605
Cash payments for interest $ 22,774

The accompanying notes are an integral part of the financial statements.



UMTB Securities Inc.

Statement of Changes in Stockholder’s Equity
For the Year Ended December 31, 2008

Common Additional Accumulated
Stock Paid-in Capital Deficit Total
Beginning Balance, $ 0.10 $ 600,000 $ (1,833,066) $ (1,233,066)
January 1, 2008
Net loss (1,182,821) (1,182,821)
Ending Balance, $ 010 § 600,000 $ (3,015,887) $ (2,415,887

December 31, 2008
L " "]

The accompanying notes are an integral part of the financial statements.
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UMTB Securities Inc.

Statement of Changes in Liabilities Subordinated to Claims of
General Creditors
For the Year Ended December 31, 2008

Total
Beginning Balance, January 1, 2008 $ 2,191,875
Issuance of subordinated loans 750,000
Accrued interest on subordinated loans 139,917
Ending Balance, December 31, 2008 $ 3,081,792

The accompanying notes are an integral part of the financial statements.
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UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008

1. Nature of Business UMTB Securities Inc. (“UMTB Securities” or the “Company”)
was incorporated in the State of Delaware on June 9, 2006.
UMTB Securities is a wholly owned subsidiary of Mizrahi
Tefahot Bank Ltd., an Israeli commercial bank (the “Parent”).
UMTB Securities was registered as an introducing broker-dealer
with the Securities and Exchange Commission (SEC) and became
a member of the National Association of Securities Dealers, Inc.
(NASD), now the Financial Industry Regulatory Authority
(FINRA), on March 28, 2007.

The Company’s customer through December 31, 2008, consists of
the Parent, including customers of the Parent. Currently the
Company is dependent upon financial support from the Parent.

2. Significant Basis of Accounting
Accounting The Company operates under the provisions of paragraph
Policies (k)(2)(ii) of rule 15¢3-3 of the Securities and Exchange Act of

1934 and, accordingly, is exempt from the remaining provisions
of that rule. Essentially, the requirements of paragraph (k)(2)(ii)
provide that the Company clears all transactions on behalf of
customers on a fully disclosed basis with a clearing broker-dealer,
and promptly transmit all customer funds and securities to the
clearing broker-dealer. The clearing broker-dealer carries all of
the accounts of the customers and maintains and preserves all
related books and records as are customarily kept by a clearing
broker-dealer. The agreement between the Company and its
correspondent clearing broker went into effect in 2007. The
Company has agreed to indemnify its clearing broker for certain
losses that the clearing broker may sustain from the transactions
introduced by the Company.

Commissions
Commissions and reiated expenses are recorded on a trade-date
basis as securities transactions occur.



UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008

2, Significant Cash and Cash Equivalents
Accounting The Company considers money market accounts to be cash

Policies — cont’d equivalents. The Company maintains its cash balances in bank
accounts with one financial institution, which at times, may
exceed federally insured limits. The Company has not
experienced any losses in such accounts and believes it is not
subject to any significant credit risk on cash.

Depreciation
Depreciation of equipment is provided for by the straight-line
method over estimated useful lives.

Income Taxes

Deferred taxes are provided on a liability method whereby
deferred tax assets are recognized for deductible temporary
differences and operating loss and tax credit carryforwards and
deferred tax liabilities are recognized for taxable temporary
differences. Temporary differences are the differences between
the reported amounts of assets and liabilities and their tax bases.
Deferred tax assets are reduced by a valuation allowance when, in
the opinion of management, it is more likely than not that some
portion or all of the deferred tax assets will not be realized.
Deferred tax assets and liabilities are adjusted for the effects of
changes in tax laws and rates on the dates of enactment.

Use of Estimates

The preparation of financial statements in accordance 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 as well as the
reported amounts of revenues and expenses during the reported
period. Actual results could differ from those estimates.



UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008
T

2, Significant Fair Value
Accounting The financial instruments of the Company are reported in the
Policies — cont’d Statement of Financial Condition at market or fair value, or at

carrying amounts that approximate fair values.

3. Furniture and Furniture and equipment consists of the following at December
Equipment 31, 2008:
Furniture & Equipment $ 131,636
Less: Accumulated depreciation 72,975
$ 58,661
Depreciation expense for the year ended December 31, 2008
amounted to $42,260.
4. Subordinated In 2006, the Company entered into a Subordinated Loan
Borrowings from  Agreement in the principal amount of $350,000 with its Parent.
Parent As of December 31, 2007 and 2008, the subordinated loan

payable was increased to $2,125,000 and $2,875,000 respectively
under the same terms. The loans are scheduled to mature on April
30, 2012. The loans bear interest at the annual rate of 6%. Loan
interest payable as of December 31, 2008, was $206,792. The
loan and interest is subordinated in right of payment and subject
to the prior payments or provisions for payments in full of all
claims of all other present and future creditors of the Company
arising out of any matter, except claims which are the subject of
subordination agreements which rank on the same priority as or
are junior to the subordinated loan. The subordinated loan
payable of $2,875,000 has been approved by FINRA.
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UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008

4. Subordinated The subordinated loan and interest are allowable in computing net
Borrowings from  capital under the SEC’s uniform capital rule. To the extent that
Parent — cont’d such borrowings are required for the Company’s continued

compliance with minimum net capital requirements, they may not
be repaid.

5. Stockholder’s Stockholder’s equity consists of 1,000 shares common stock, par
Equity value one cent, authorized, with 10 shares issued and outstanding.

6. Related Party Service Agreement
Transactions Pursuant to a service agreement, the Company’s Parent will

provide various services and other operating assistance to the
Company. These include physical premises in Rockefeller
Center, New York City, utilities, the use of fixed assets, personnel
and other general and administrative services. The service
agreement came into effect on January 1, 2007. Total expenses
allocated by the Parent to the Company for the year ended
December 31, 2008 is $116,907, including $90,000 as rent.

7. Net Capital The Company became a member of the National Association of
Requirement Securities Dealers, now FINRA, on March 28, 2007, and is

subject to the Securities and Exchange Commission Uniform Net
Capital Rule 15¢3-1. This Rule requires the maintenance of
minimum net capital and that the ratio of aggregate indebtedness
to net capital, both as defined, shall not exceed 15 to 1 and that
equity capital may not be withdrawn or cash dividends paid if the
resulting net capital ratio would exceed 10 to 1. At December 31,
2008, the Company’s net capital was approximately $586,000,
which was approximately $486,000 in excess of its minimum
requirement of $100,000. The Company's ratio of aggregate
indebtedness to regulatory net capital at December 31, 2008 was
0.39to 1.
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UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008

8. Income Tax At December 31, 2008, the Company has cumulative net
operating losses of approximately $1,740,000 and unamortized
start up costs of approximately $1,020,000 and accrued interest to
its Parent of about $207,000, deducted for income purposes only
when paid, for a total net deferred tax asset of approximately
$1,350,000 (December 31, 2007, approximately $780,000). Net
operating losses expire from 2027 through 2028. Start-up costs
were deducted when incurred for financial statement purposes, but
were deferred and are being amortized over a fifteen year period
for income tax. A full valuation allowance is being for the taken
deferred tax asset, as management can not yet take the position
that it is more likely than not that the Company will generate
sufficient future taxable income to realize income tax benefits
from the deferred deductions. Current year income tax benefit is
approximately $531,000 (2007: $630,000), comprised of
$494,000 current and $37,000 deferred (2007: $275,000 and
$355,000), all of which is fully offset by a valuation allowance.

9. Commitments and The Company applies the provisions of the Financial Accounting
Contingencies Standards Board’s Interpretation No. 45, Guarantor’s Accounting

and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others (“FIN 45”), which provides
accounting and disclosure requirements for certain guarantees.
The Company introduces its customer transactions to a clearing
broker with whom it has a correspondent relationship for
execution and clearance in according with the terms of a fully
disclosed clearing agreement. In connection therewith, the
Company has agreed to indemnify the clearing broker for losses
that the clearing broker may sustain as a result of the failure of the
Company’s customers to satisfy their obligations in connection
with their normal delivery versus payment transactions. The
Company has placed a $250,000 deposit with such clearing
broker. In accordance with applicable margin lending practices,
customer balances are typically collateralized by customer
securities or supported by other types of recourse provisions.

12



UMTB Securities Inc.

Notes to Financial Statements
December 31, 2008

10. Employee Benefits The Company’s employees have become participants in a multi-
employer qualified 401(k) profit sharing plan (the “Plan”)
maintained by the Parent for the benefit of all eligible employees
in the United States. Employees may make tax deferred
contributions subject to limitations under U.S. tax laws. Under
the Plan, the Company may make matching contributions, non-
elective or discretionary contributions and other required
minimum contributions. For 2008, the Company’s contributions
to the Plan were approximately $59,000.
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UMTB Securities Inc.

Schedule | - Computation of Net Capital Under Rule 15¢3-1 of the Securities
and Exchange Commission

December 31, 2008
NET CAPITAL
Total Stockholder’s equity as of December 31, 2008 $ (2,415,887)
Add: subordinated loan & Interest: 3,081,792
~ Less non-allowable assets:
Fixed assets $ 58,661
Other assets 20,806
Total non-allowable assets 79,467
Net capital before haircuts on securities positions 586,438
Haircuts -
Net capital $ 586,438
COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Aggregate indebtedness ‘ $ 229,007
Greater of 6 2/3% of aggregate indebtedness or minimum dollar '
requirement of reporting broker dealer ($100,000) $ 100,000
Excess net capital $ 486,438
Ratio of aggregate indebtedness to net capital 0.39t0 1

There are no material differences between the net capital computation on the Company’s unaudited Focus
Report Part IIA and the computation reflected above.
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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL

Stockholder
UMTB Securities Inc.
New York, New York

In planning and performing our audit of the financial statements and the supplemental schedule
of UMTB Securities, Inc. (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 as a 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 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 such
practices and procedures that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under Rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule
15¢3-3. 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:

1. Making quarterly securities examinations, counts, verifications, and comparisons and
recordation of differences required by Rule 17a-13

2. Complying with the requirements for prompt payment for securities under Section 8
of Federal Reserve Regulation T 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 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 U.S. generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives of the practices and procedures listed in the preceding paragraph.

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 not 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, as described in the second paragraph of this report, were
adequate at December 31, 2008, to meet the SEC's objectives.

This report is intended solely for the information and use of the Board of Directors, management,
the SEC, FINRA, and 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.

| //mﬁf%g <

METIS GROUP CERTIFIED PUBLIC ACCOUNTANTS LLC

January 29, 2009
New York, N.Y.



