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AFFIRMATION

Martin Palmeri affirm that to the best of my knowledge and belief the accompanying financial

statements and supplemental schedules pertaining to BTMU Securities Inc BTMTJS wholly owned

subsidiary of The Bank of Tokyo-Mitsubishi UFJ Ltd as of and for the year ended March 31 2014 are true

and correct further affirm that neither BTMUS nor any partner proprietor principal officer or director has

any proprietary interest in any account classified solely as that of customer
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INDEPENDENT AUDITORS REPORT
MV LU

To the Board of Directors and Stockholder of

BTMU Securities Inc WaahInton DC
New York New York 124

We have audited the accompanying statement of financial condition of BTMU Securities Inc

the Company wholly owned subsidiary of The Bank of Tokyo-Mitsubishi UFJ Ltd as of

March 31 2014 and the related notes the financial statement that you are filing pursuant to

Rule 7a-5 under the Securities Exchange Act of 1934

Managements Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in

accordance with accounting principles generally accepted in the United States of America this

includes the design implementation and maintenance of internal control relevant to the

preparation and fair presentation of the financial statement that is free from material

misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is free from material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and

disclosures in the financial statement The procedures selected depend on the auditors judgment

including the assessment of the risks of material misstatement of the fmancial statement whether

due to fraud or error In making those risk assessments the auditor considers internal control

relevant to the Companys preparation and fair presentation of the financial statement in order to

design audit procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control Accordingly we

express no such opinion An audit also includes evaluating the appropriateness of accounting

policies used and the reasonableness of significant accounting estimates made by management as

well as evaluating the overall presentation of the financial statement

We believe that the audit evidence we have obtained is sufficient and appropriate to provide

basis for our audit opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects

the financial position of BTMU Securities Inc as of March 31 2014 in accordance with

accounting principles generally accepted in the United States of America

Member of

Deloitte Touche Tohmatsu Limited



Emphasis of Matter

As described in Notes and the Companys financial condition may not necessarily be

indicative of the conditions that would have existed or the results of operations if the Company

had been operated as an unaffiliated company

Lt

May 28 2014



BTMU SECURITIES INC

Statement of Financial Condition

As of March 31 2014

Assets

Cash

Fees receivable from affiliate

Prepaid fees

Current tax assets

Deferred tax assets

Total assets

Liabilities and Stockholders Equity

Liabilities

Accrued expenses

Total Liabilities

Stockholders Equity

Common stock $1 par value 250000 shares

authorized 1000 shares issued and outstanding

Additional paid-in capital

Retained earnings

Total stockholders equity

Total liabilities and stockholders equity

See notes to statement of financial condition

35509121

10391602

18324

4688819

3223456

53831322

15759060

15759060

1000

8182798

29888464

38072262

53831322
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BTMU SECURITIES INC

Notes to Statement of Financial Condition

As of March 31 2014

ORGANIZATION AND NATURE OF OPERATIONS

BTMU Securities Inc BTMUS or the Company is subsidiary of The Bank of Tokyo-Mitsubishi

UFJ Ltd BTMU The Company is registered broker-dealer with the Securities and Exchange

Commission SEC and member of the Financial Industry Regulatory Authority FINRA The

Company primarily refers corporate institutions seeking to raise capital through the debt or equity capital

markets as potential issuers to other broker-dealers who are authorized to conduct underwriting activities

The Company is also approved to conduct corporate advisory services and private placements

SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation The accounting and reporting policies of the Company conform to accounting

principles generally accepted in the United States of America GAAP The preparation of the

Statement of Financial Condition in conformity with GAAP requires management to make estimates and

assumptions that affect the amounts reported in the Statement of Financial Condition and notes to the

Statement of Financial Condition These estimates include but are not limited to certain personnel

expenses and the determination of deferred tax assets Actual results could differ from those estimates

Cash As of March 31 2014 the balance is only cash held at major money center bank There are no

restrictions on cash

Fees receivable from affiliate The Company offers to Mitsubishi UFJ Securities USA Inc MUS
the opportunity to engage in underwriting and other activities for corporate clients for which the Company

covers from relationship management standpoint At March 31 2014 the fees receivable include referral

fees from MUS The referral fees are generally received by the Company by the following month after

MUS receives all applicable net compensation The Company expects that all outstanding fees receivable

at March 31 2014 will be collected and as result no reserves are required

Income taxes Income tax is calculated and determined using the asset and liability method under which

deferred tax assets and liabilities are determined based upon temporary differences between the financial

statement and income tax bases of assets and liabilities using currently enacted tax rates Deferred tax

assets are required to be reduced by valuation allowance to the extent that based on the weight of

available evidence it is more likely than not that the deferred tax assets will not be realized It is the

Companys policy to record interest and penalties related to income tax as part of the current tax liabilities

in the Statement of Financial Condition The Company files its federal taxes as standalone company its

state and local filings include both separate
and group filings depending on the state There is no formal

tax sharing agreement in place Nonetheless the Company believes the method for allocating income tax

expense is systematic rational and consistent with the broad principles of ASC 740 Income Taxes

Accrued expenses Accrued expenses are comprised of personnel expenses including bonuses and

deferred compensation costs service charges professional accounting fees and regulatory assessments

-4-



Recent Accounting Development In December 20 13 the Financial Accounting Standards Board issued

Accounting Standards Update 2013-12 Definition of Public Business Entity ASU 2013-12 The

Accounting Standards Codification includes multiple definitions of the terms nonpublic entity and public

entity The amendment in ASU 2013-12 improves GAAP by providing single definition of public

business entity for use in future financial accounting and reporting guidance There is no actual effective

date for this ASU The Company is considered as public business entity under ASU 20 13-12

TRANSACTIONS WITH AFFILIATES

The Statement of Financial Condition includes significant transactions with affiliates and is not

necessarily indicative of the conditions that would had existed if the Company has operated as an

unaffiliated business

During the year ended March 31 2014 the Company referred corporate institutions to MUS As

discussed in Note the Company earns referral fees on each referral to MUS for certain underwriting and

issuer repurchase transactions As of March 31 2014 total referral fees receivable from MUS was $10.4

million

The Companys employees are dual-hat employees who provide services for both the Company and

BTMU The personnel expense apportionment for these employees is based on systematic rational and

consistent approach which identifies the employees business commitment and support provided to the

Company

The Company receives services from various affiliates including management and professional services

computer operations and administrative support financial reporting compliance monitoring

infrastructure and other support functions As of March 31 2014 service charges payable to affiliates

was $7.6 million and is included in Accrued expenses in the Statement of Financial Condition

branch of BTMU has entered into an operating lease for office space and allocates all direct costs

incurred on the lease to other affiliates occupying the space including the Company The expense

apportionment for these affiliates is based on systematic rational and consistent approach which

identifies the square footage occupied by each individual employee

COMPENSATION COSTS

Personnel expenses as discussed in Note include the Companys allocated match of employee

contributions under the BTMU 401k Savings and Investment Plan 401k Plan and the BTMU Cash

Balance Pension Plan Pension Plan

The employees of the Company are eligible to participate in the 40 1k Plan on the first day of the month

following the date of hire and after attainment of age 21 Employees are able to make maximum

allowable contribution of $17500 in calendar years
2013 and 2014 with an additional $5500 catch-up

contribution for anyone who became age 50 or older in calendar years 2013 and 2014 of their pre-tax

compensation as defined subject to certain Internal Revenue Service limitations BTMU will match an

employees contributions on dollar for dollar basis up to three percent of participants base salary and

bonus paid during the annual bonus cycle Employee contributions over three percent but no more than

five percent of base salary and bonus paid during the annual bonus cycle are matched at the rate of fifty

percent Employee contributions over five percent of base salary and bonus are not matched Employer

-5-



matches are subject to Internal Revenue Service limitations All employee and employer contributions are

100% vested immediately

The employees of the Company are also eligible to participate in the Pension Plan on the first day of the

month following their date of hire if they are at least age 30 If the employees age is under 30 the

employee becomes eligible on the first day of the month following the date on which he or she has

completed one year of eligible service provided the employee is at least age 21 The Pension Plan is

noncontributory defined benefit pension plan covering eligible employees of BTMU as defined by the

Pension Plan that is administered by BTMU The Companys allocated accrued pension expense of

$0.1 million is included in Accrued expenses in the accompanying Statement of Financial Condition

Certain employees of the Company are eligible to participate in the BTMU Deferred Compensation Plan

DCP and Stock Bonus Plan SBP Eligible employees vest on graded vesting basis over the three

year period ending June 2014 2015 and 2016 The Companys allocated accrued expense is included in

Accrued expenses in the Statement of Financial Condition

iNCOME TAXES

The Company files its federal taxes as standalone company its state and local filings include both

separate
and group filings depending on the state

The tax effects of temporary differences that give rise to deferred tax assets and liabilities are as follows

March 31 2014

Deferred tax assets

Personnel bonuses 2409682

Deferred compensation costs 681667

Accrued professional fees 95211

Pension expenses 60623

Gross deferred tax assets 3247183

Deferred tax liabilities

Accrued state tax refunds 23727

Gross deferred tax liabilities 23727

Net deferred tax assets 3223456

No valuation allowance was required for the deferred tax assets as of March 31 2014 as the Company

believes it is more likely than not that all deferred tax assets will be realized

There were no uncertain tax positions as of or during the fiscal year ended March 2014

-6-



NET CAPITAL REQUIREMENTS AND RESERVE REQUIREMENTS

The Company is registered broker-dealer with the SEC and is subject to the Uniform Net Capital Rule

pursuant to Rule 15c3-1 under the Securities Exchange Act of 1934 which requires the maintenance of

minimum net capital as defined equal to the greater of $5000 or 6-2/3% of total aggregate indebtedness

At March 31 2014 the Companys net capital and minimum required net capital were $19.8 million and

$1.1 million respectively and its ratio of aggregate indebtedness to net capital was approximately

0.7979 to

The Company does not carry customer accounts or otherwise hold customer funds and accordingly is

exempt from the provisions of SEC Rule 5c3-3 pursuant to section K2i

COMMITMENTS AND CONTINGENCIES

In accordance with ASC 450 Accounting for Contingencies the Companys policy regarding legal and

other contingencies is to accrue liability when it is probable that loss has been incurred and the

amount of the loss can be reasonably estimated At March 31 2014 there were no outstanding

commitments and contingencies and therefore no accrual is necessary

SUBSEQUENT EVENT

Management of the Company has evaluated subsequent events through May 28 2014 the date the

financial statements were available to be issued

Management did not identi1y any subsequent events requiring adjustments or disclosures to the financial

statements

-7-
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May 28 2014

To the Board of Directors and Stockholder of

BTMU Securities Inc

New York New York

In planning and performing our audit of the financial statements of BTMU Securities Inc the Company
wholly owned subsidiary of The Bank of Tokyo Mitsubishi UFJ Ltd the Parent as of and for the year

ended March 31 2014 on which we issued our report dated May 28 2014 and such report expressed an

unmodified opinion on those financial statements and included an explanatory paragraph regarding significant

transactions with affiliates 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 an 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 periodic computations of aggregate

indebtedness and net capital under Rule 7a-3a 11 and for 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 making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 17a-13 or in 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 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

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

Member of

Deloitte Touche Tohmatsu Limited



deficiency in internal control 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 and correct

misstatements on timely basis sign ficant deficiency is deficiency or combination of deficiencies in

internal control that is less severe than material weakness yet important enough to merit attention by those

charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be prevented or

detected and corrected on timely basis

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 material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures as described in the second paragraph of this

report were adequate at March 31 2014 to meet the SECs objectives

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

the SEC Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on Rule 7a-5g

under the Securities Exchange Act of 1934 in their regulation of registered broker-dealers and is not intended to

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

Yours truly


