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OATH OR AFFIRMATION

I Scott W. Bamman , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Thornton Farish, Inc. , as

of December 31 ,20 08 aretrue 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 a customer, except as follows:

Signature
President
Title
Notary Puyblic g—37_.// ' - _—:
This report ** contains (check all applicable boxes): - ’~
(a) Facing Page. ___,’,-‘ .

=
®
a
&
a
A
O
a
0

&

%Ww%m/

{b) Statement of Financial Condition. -

{c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

{¢) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(D) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i} Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, 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.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(1) An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

{n) Areportdescribing 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(ej}(3}.
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Independent Auditors' Report

Board of Directors
Thornton Farish Inc.
Montgomery, Alabama

We have audited the accompanying statement of financial condition of Thornton Farish Inc., as of
December 31, 2008, and the related statements of income, stockholders' equity and cash flows for the
year then ended that you are filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934,
These financial statements are the responsibility of the Company's management. Qur responsibility is
to express an opinion on these financial 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 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 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 Thornton Farish 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 information contained in the supplementary schedules on pages 12 through 16 is
presented for the purpose of additional analysis and is not a required part of the basic financial
staternents, 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 a whole.

iy, P Poonss Bl ol mﬁ 7e.

Montgomery, Alabama
February 24, 2009




THORNTON FARISH INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2008

ASSETS

Cash

Fees receivable

Interest receivable

Other receivables

Other assets

Certificates of deposit and money market funds
Stockholder receivables

Property and equipment (at depreciated cost)

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES

Accounts payable and other liabilities
STOCKHOLDERS’ EQUITY

Common stock - $1 par value, 10,000 shares authorized and

1,500 shares issued and outstanding
Additional paid-in capital
Retained earnings

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

See independent auditors’ report and notes to financial statements.

$

60,833
193,184
260
15,008
22,133
179,731
150,192

25,890

647,231

18,701

1,500
509,552

117,478
628,530

647,231
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THORNTON FARISH INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2008

REVENUES
Investment banking $ 1,566,933
Interest and dividends 16,350
Commissions 6,354
Total revenues 1,589,637

EXPENSES
Compensation and benefits 845230
Communications 16,357
Dues, fees and assessments 5,068
Interest 16,000
Occupancy costs 95,763
Other operating expenses 112,465
Promotional costs and issue expenses 48,786
Total expenses 1,139,669
NET INCOME $ 449,968

See independent auditors’ report and notes to financial statements.
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THORNTON FARISH INC.
STATEMENT OF STOCKHOLDERS' EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2008

ADDITIONAL
COMMON PAID-IN RETAINED
STOCK CAPITAL EARNINGS TOTAL

BALANCE AT JANUARY 1, 2008 $ 1,500 $ 500,552 $ 4,260 $ 506,312

Net income - - 449,968 449,968

Capital contributions - 9,000 - 9,000

Dividend distributions - - (336,750) (336,750)
BALANCE AT DECEMBER 31, 2008 $ 1,500 $ 509,552 $ 117478 $ 628,530

See independent auditors’ report and notes to financial statements.
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THORNTON FARISH INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2008

INCREASE (DECREASE) IN CASH
CASH FLOWS FROM OFPERATING ACTIVITIES

Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Unrealized gains
Reinvested dividends on money market fund
Changes in assets and liabilities:
Receivables
Other assets
Accounts payable and other liabilities

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of furniture and fixtures
Purchase of certificates of deposit
Purchase of money market fund investrment
Money market fund redemptions

Matured certificates of deposit

Refund of deposit

Net cash provided by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES

Capital contributions
Dividend distributions

Net cash used by financing activities

NET INCREASE IN CASH

CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

SUPPLEMENTAL CASH FLOW DISCLOSURE
Cash paid during the year for:

Interest

See independent auditors’ report and notes to financial statements,

$

449,968

11,384
(167)
(1,431)

(186,881)
(13,040)

(65,679)
194,154

(5,681)
(140,000)
(452,648)

417,000
285,000

30,000
133,671

9,000

{336,750)
(327,750)

75

60,758
60,833

16,000
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THORNTON FARISH INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Thornton Farish Inc. (the Company) is a broker-dealer registered with the Securities and Exchange
Commission (SEC) and is a member of the Financial Industry Regulatory Authority (FINRA). The
Company is engaged in the business of brokering securities, underwriting securities issues, and remarketing
securities throughout the United States. The Company operates primarily in the municipal securities
markets.

Securities Transactions

Customers' securities transactions are reported on a settlement-date basis with related commission income
and expenses reported on a trade-date basis. Securities transactions of the Company are recorded on a
trade-date basis.

Marketable securities are valued at market value and securities not readily marketable are valued at fair
value as determined by the principals of the Company.

Investment Banking

[nvestment banking revenues include profits and fees arising from securities offerings in which the
Company acts as an underwriter or agent. Underwriting profits and fees are recognized on the closing date
of the issue. Investment banking fees also include fees earned from providing financial advisory and
remarketing services which are recognized when billed, generally on a quarterly basis.

Fees Receivable

Fees receivable in connection with remarketing contracts are recognized at net realizable value.
Management determines the allowance for doubtful accounts based on historical losses and current
economic conditions. On a continuing basis, management analyzes delinquent receivables, if any. If
determined to be uncollectible, the receivable is written off against the allowance account. Based on
historical activity with these agreements, management has determined that no allowance for doubtful
accounts is necessary.

Property and Equipment

Major additions to property and equipment are capitalized at cost. Maintenance and repairs are charged to
expense as incurred. The cost and accumulated depreciation of property and equipment disposed of are
removed from the related accounts and any gain or loss is reflected in income. Depreciation is provided
using the straight-line method over the estimated useful lives of the respective assets,




THORNTON FARISH INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2008

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Recently Issued Accounting Standards

In June 2006, the FASB issued FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes,
an interpretation of SFAS No. 109. This Interpretation clarifies the accounting for uncertainty in income
taxes recognized in an enterprise’s financial statements in accordance with SFAS No. 109, Accounting for
Income Taxes. This Interpretation prescribes a recognition threshold and measurement attribute for the
financial statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. On December 30, 2008, the FASB Staff issued FASB Staff Position [FSP] FIN 48-3, entitled
Effective Date of FASB Interpretation No. 48 for Certain Nonpublic Enterprises. As deferred by the
guidance in FSP FIN 48-3, the Company is not required to implement the provisions of FIN 48 until fiscal
years beginning after December 15, 2008. As such, the Company has not implemented those provisions in
the 2008 financial statements. The Company has elected not to implement FIN 48 prior to the deferred
implementation date. Therefore, the Company continues to follow the guidance in SFAS No. 5, Accounting
Jor Contingencies (SFAS 5), in its accounting for uncertain tax positions. Under SFAS 5, disclosure of a
loss contingency involving an unasserted claim or assessment is not required unless it is considered
probable that a claim will be asserted and there is a reasonable possibility that the outcome will be
unfavorable. As of December 31, 2008, the Company has no uncertain tax positions that qualify for either
recognition or disclosure in the financial statements.

2. PROPERTY AND EQUIPMENT

As of December 31, 2008, property and equipment consisted of the following:

Fumiture and equipment at cost $ 76,538
Less accumulated depreciation 50.648
Property and equipment at depreciated cost b 25,890

Depreciation expense totaled $11,384 for the year ended December 31, 2008.
3. FINANCING ARRANGEMENTS

As of December 31, 2008, the Company had a $25,000,000 credit facility available at Regions Bank to
handle presold bond issue closings. Each note bears interest at the bank’s prime rate and is secured by the
bonds creating each specific transaction and stockholder guarantees. As of December 31, 2008, there were
no balances outstanding with respect to this credit facility.

As of December 31, 2008, the Company had a $2,000,000 credit facility available at Regions Bank to
purchase bonds for resale. Each note bears interest at the bank's prime rate and is secured by the bonds
purchased and stockholder guarantees. This note amount is determined using a loan to cost ratio of 90%.
As of Decernber 31, 2008, there were no balances outstanding with respect to this credit facility.
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SUPPLEMENTARY INFORMATION



THORNTON FARISH INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

Total qualified ownership equity $ 628,530
Other allowable credits $ -
Total capital and allowable subordinated liabilities 628,530
Nonallowable assets 391,399
Total deductions and/or charges 391,399
Net capital before haircuts on securities positions 237,131

Haircuts on securities (computed, where applicable,
pursuant to Rule 15¢3-1(f)):
Trading and investment securities:

Certificates of deposit 1,538
Other securities 1,091
Total haircuts 2,629
Net capital $ 234,502

No material differences exist between the above computation of net capital and the Company's corresponding
unaudited Focus Part II computation as of December 31, 2008.

See independent auditors’ report.
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THORNTON FARISH INC.

COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

Minimum net capital requirement

Minimum dollar net capital requirement of reporting broker

Greater of above amounts

Excess net capital

Excess net capital at 1,000%

COMPUTATION OF AGGREGATE INDEBTEDNESS UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION
AS OF DECEMBER 31, 2008

Total aggregate indebtedness

Ratio of aggregate indebtedness to net capital

See independent auditors’ report.

1,247

100,000
100,000
134,502

232,632

18,701

12.5t0 |
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THORNTON FARISH INC.

INFORMATION RELATING TO THE POSSESSION OR CONTROL REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2008

State the market valuation and the number of items of:

Customers' fully paid securities not in the respondent's possession or
control as of the report date (for which instructions to reduce to possession
or control had been issued as of the report date) but for which the required
action was not taken by respondent within the time frames specified under
Rule 15¢3-3

Number of items NONE

Customers’ fully paid securities for which instructions to reduce to
possession or control had not been issued as of the report date, excluding
items arising from "temporary lags which result from normal business
operations” as permitted under Rule 15¢3-3

Number of items NONE

See independent auditors’ report.
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL



Member
Alabama Society
of Certified Public

Accountants

Member
American Institute
of Certified Public

Accountants

Cerlified Public Accountants & Consultants

Independent Auditors' Report on Internal Control
Required by SEC Rule 17a-5

Board of Directors
Thomton Fanish Inc.
Montgomery, Alabama

In planming and performing our audit of the financial statements of Thomton Farish Inc. (the Company),
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 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 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 17a-3(a)(11) and the reserve required by Rule 15¢3-3(e)

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

3. 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

4, Obtaining and maintaining physical possession or control of all fully paid and excess margin

securities of customers as required by Rule 15¢3-3

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 preparation of
financial statements in conformity with accounting principles generally accepted in the United States of
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America. Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding
paragraph.

Because of inherent limitations in internal control or 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 no 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 likelthood 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, the New York Stock Exchange 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.

.

Montgomery, Alabmna)'V.Z,\al Bnur-uw !Waa‘l)ro g/ ’ | /. C .

February 24, 2009 /
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