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I, Lowell S. Wilson

OATH OR AFFIRMATION

. swear (or affirm) that, to the best of

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

Alluvion Securities, LLC

, as

of December 31 ,2008 , are true and correct. | further swear (or affirm) that

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

classified solely as that of a customer, except as follows:
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report ** contains (check all applicable boxes):

Notary Public / /2/

(a) Facing Page.

(b)
(c)
(d)
(e)
(H)
(&)
(h)
(i)

G)

(k)
()

Statement of Financial Condition.

Statement of Income (Loss).

Statement of Changes in Financial Condition.

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

Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Computation of Net Capital.

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

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.

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

An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n)

A report describing 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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Board of Governors
Alluvion Securities, LLC

We have audited the accompanying statement of financial condition of Alluvion Securities, LLC,
as of December 31, 2008, and the related statements of income, members’ equity, changes in
liabilities subordinated to claims of general creditors, 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. Our 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 Alluvion Securities, LLC at December 31, 2008, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The 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 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.

Cordova, Tennessee .
February 20, 2009 W , W £ Q/ywu.zéol e



Alluvion Securities, LLC

STATEMENT OF FINANCIAL CONDITION

December 31, 2008

ASSETS

Cash
Receivables from broker-dealers
and clearing organizations
Receivables from noncustomers
Securities owned, at market value
Furniture and equipment, at cost, less
accumulated depreciation of $16,515
Other assets

LIABILITIES AND MEMBERS’ EQUITY

Payable to broker-dealers and clearing
organizations

Accrued commissions

Accounts payable and accrued expenses

Commitments and contingencies

Members’ equity

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

-6-

$ 186,926
45,767
45,000

903,896

64,461
62,886

$1,308,936

$ 917,302
4,600
17,406
939,308

369,628

$1.308,936



Alluvion Securities, LL.C
STATEMENT OF INCOME
For the Year Ended December 31, 2008

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

.7-

REVENUES:
Losses from trading activity $(122,425)
Concession income 124,443
Underwriting fees 19,582
Interest income 85,940
Other income 88.165
195,705
EXPENSES:
Employee compensation and benefits 445,968
Floor brokerage, exchange and clearance fees 66,553
Communications and data processing 14,757
Occupancy 59,236
Interest and dividends 94,125
Other expenses 105.481
786.120
NET LOSS $(590,415)



Alluvion Securities, LLC
STATEMENT OF MEMBERS’ EQUITY
For the Year Ended December 31, 2008

Members’ equity, January 1, 2008 $ 335,043
Member contribution 625,000
Net loss (590.415)
Members’ equity, December 31, 2008 $ 369.628

The accompanying notes are an integral part of these financial statements.
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Alluvion Securities, LLC
STATEMENT OF CHANGES IN LIABILITIES
SUBORDINATED TO CLAIMS OF GENERAL CREDITORS
For the Year Ended December 31, 2008

Subordinated borrowings at January 1, 2008
Increases
Decreases

Subordinated borrowings at December 31, 2008

The accompanying notes are an integral part of these financial statements.
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Alluvion Securities, LL.C
STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2008

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to
cash used in operating activities:
Depreciation
(Increase) decrease in operating assets:
Net receivable from broker-dealer and clearing
organizations
Receivable from noncustomers
Other assets
Increase (decrease) in operating liabilities:
Accounts payable and accrued expenses

Accrued commissions
NET CASH USED IN OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of furniture and equipment
NET CASH USED IN INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:
Member contributions
NET CASH PROVIDED BY FINANCING ACTIVITIES
DECREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF YEAR

SUPPLEMENTAL DISCLOSURE OF CASH FLOWS INFORMATION:

Cash paid during the year for:
Interest
Income taxes

The accompanying notes are an integral part of these financial statements.
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$(590,415)

10,131

(12,614)

(45,000)

(34,965)
9,673

4.600
(658,590)

(17.291)
(17,291)

625,000
625.000
(50,881)
237.807

$ 186,926

§ 94,125
3 -



Alluvion Securities, LLC
NOTES TO FINANCIAL STATEMENTS

NOTE A - NATURE OF BUSINESS

The Company is a securities broker dealer operating under the provisions of the Securities
Exchange Act of 1934 and is a member of the Financial Industry Regulatory Authority
(FINRA). The Company operates as a registered limited liability company organized in the
State of Delaware conducting business through its Memphis, Tennessee office.

The Company primarily transacts business with banks and other financial institutions, private
organizations and individuals in a principal capacity of buying and selling various types of debt
securities, which include obligations of the United States government, government agencies
and state and local governments. The Company also acts as an agent for customers in
acquiring certificates of deposits and private placement loans. In addition, the Company works
directly with state and local governments as financial advisor and underwriter of new issues of
municipal debt.

The Company operates under the provisions of Paragraph (k)(2)(ii) of Rule 15¢3-3 of the SEC
and, accordingly, is exempt from the remaining provisions of that Rule. Essentially, the
requirements of Paragraph (k)(2)(ii) provide that the Company clear 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 Company has contracted with Southwest Securities, Inc. to act in the capacity of its
clearing broker and all customer funds and securities are safe kept with that institution in
accordance with the Securities and Exchange Commission regulations. The customer’s funds
and securities are protected to limits provided by the Securities Investor Protection Corporation
(SIPC) with additional protection provided by a third party to cover the entire account net
equity up to an aggregate of $100 million.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Securities Transactions
Securities transactions are recorded on a trade date basis, as if they had settled. Profit and
loss arising from all securities transactions entered into for the account and risk of the
Company are recorded on a trade date basis.

Amounts receivable and payable for securities transactions that have not reached their
contractual settlement date are recorded net on the statement of financial condition.

Marketable securities are valued at market value, and securities not readily marketable are
valued at fair value as determined by management.

-11-



Alluvion Securities, LLC
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Collateral

The Company continues to report assets it has pledged as collateral in secured borrowing and
other arrangements when the secured party cannot sell or repledge the assets.

Underwriting Fees
Underwriting fees include gains, losses and fees, net of syndicate expenses, arising from
securities offerings in which the Company acts as an underwriter or agent. Sales concessions
and underwriting fees are recorded at the time the underwriting is completed and the income
is reasonably determinable.

Commissions
Commissions and related clearing expenses are recorded on a trade date basis as securities
transactions occur.

Income Taxes
The Company is treated as a partnership for income tax purposes and as such, each member
is taxed separately on their distributive share of the Company’s income whether or not that
income is actually distributed.

As a result, no provisions for income taxes or deferred income taxes have been made.

Depreciation
Depreciation is provided on a straight-line basis using estimated useful lives of five to ten
years.

NOTE C - RECEIVABLE FROM AND PAYABLE TO BROKER-DEALERS AND
CLEARING ORGANIZATIONS

Amounts receivable from and payable to broker-dealers and clearing organizations at
December 31, 2008, consist of the following:

Receivable Payable

Clearing deposit $25,344 $ -

Fees and commissions - 13,406
Due to maintenance clearing organization

for inventory - 903,896

Other 20,423 -

$45.767 $917,302

-12-



Alluvion Securities, LLC
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE D - SECURITIES OWNED

Marketable securities owned consist of trading and investment securities at market values, as
follows:

State and municipal obligations $903.896
NOTE E - CONCENTRATIONS OF CREDIT RISK

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

As discussed in Note A, the Company’s customers securities transactions are introduced on a
fully-disclosed basis with its clearing broker-dealer. The clearing broker-dealer carries all of
the accounts of the customers of the Company and is responsible for execution, collection of
and payment of funds and, receipt and delivery of securities relative to customer transactions.
Off-balance-sheet risk exists with respect to these transactions due to the possibility that
customers may be unable to fulfill their contractual commitments wherein the clearing broker-
dealer may charge any losses it incurs to the Company.

NOTE F - COMMITMENTS AND CONTINGENCIES
The Company has obligations under operating leases with initial noncancelable terms in excess

of one year. Aggregate annual rentals for office space and equipment at December 31, 2008
are approximately as listed below:

Year Ending Amount
2009 $39,149
2010 25.174

$64.323

Certain leases contain renewal options and escalation clauses. Rent expense for 2008
aggregated to $46,941 and is included in the Occupancy expense line item in the Statement of
Income.

In the normal course of business, the Company enters into underwriting commitments. There
were no open commitments as of December 31, 2008.
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Alluvion Securities, LL.C
NOTES TO FINANCIAL STATEMENTS - CONTINUED

NOTE G - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (SEC Rule 15¢3-1), which requires the maintenance of minimum net capital and requires
that the ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1.
Rule 15¢3-1 also provides that equity capital may not be withdrawn or cash distributions of
equity paid if the resulting net capital ratio would exceed 10 to 1. At December 31, 2008, the
Company had net capital and net capital requirements of approximately $152,968 and
$100,000, respectively. The Company’s ratio of aggregate indebtedness to net capital was .14
to 1.

NOTE H - COLLATERAL

Amounts that the Company has pledged as collateral, which are not reclassified and reported
separately, at December 31, 2008, consist of the following:

Financial
Statement Carrying
Classification Amount
Cash $178,337
Securities owned $903,896

NOTE I - RELATED PARTIES

The Company is a special purpose entity of The Harbor Bank of Maryland. The Harbor Bank
of Maryland is a state charted commercial bank that has provided commercial and retail
banking services in Baltimore, Maryland since 1982.

Included in Other Assets on the statement of financial condition, is a receivable of $44,000 due
from a member. The amount includes interest charged at $566.

NOTE J - OTHER MATTERS

The Company has sustained recurring losses and negative cash flows from operations as a
result of the current economic conditions and lack of sufficient underwriting opportunities. As
of December 31, 2008, the Company has unrestricted net cash of $186,926 and excess net
capital of $52,968. In February, 2009, the Company raised an additional $150,000 in
members’ equity. Based upon the Company’s history of support from its ownership group,
management believes that any additional capital necessary in order to maintain the Company’s
cash flow or regulatory requirements would be made available. As a result, management
believes these actions are sufficient to enable the Company to continue as a going concern.

-14-
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Alluvion Securities, LLC
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITIES AND EXCHANGE COMMISSION

As of December 31, 2008
Schedule 1
Net capital:

Total members’ equity $369,628
Deductions and/or changes:

Receivables from noncustomers $45,000

Furniture and equipment, net 64,461

Other assets 62.886 172,347
Net capital before haircuts on securities positions 197,281
Haircuts on securities positions:

Municipal securities 36,394

Undue concentration 7.919 44,313

NET CAPITAL $152,968

Aggregate indebtedness:
Items included in statement of financial condition:

Accrued commissions $ 4,600
Accounts payable and accrued expenses 17.406
AGGREGATE INDEBTEDNESS 22.0
Computation of basic net capital requirement:
Minimum net capital required $100,000
Excess net capital at 1000% 150,767
Ratio of aggregate indebtedness to net capital Jd4to1l

There are no material differences between the Company’s computation of net capital under Rule
15¢3-1 included in Part II of Form X-17A-5 as of December 31, 2008 and the computation
above; therefore, no reconciliation of the computation of net capital under Rule 15¢3-1 is
included.
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Board of Governors

Alluvion Securities, LLC

Memphis, Tennessee

In planning and performing our audit of the financial statements and supplementary schedule of
Alluvion Securities, LLC (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 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 procedure
followed by the Company in any of the following:

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

2. Complying with the requirements of prompt payment for securities under Section 8 of
Federal Reserve Regulation T of the Board of Governors of the Federal Reserve System.

3. 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 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 subjected 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 objectives.



This report is intended solely for the information and use of the Board of Governors,
management, the Securities and Exchange Commission, the Financial Industry Regulatory
Aurthority, and other regulatory agencies which would 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.

Cordova, Tennessee ' . )/ ’
February 20, 2009 , W f W fﬁ
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