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OA:I'H OR AFFIRMATION

I, STEVEN H. GENDLER, swear (or afﬁrm) thqt, to the best of my,knowledge and belief the
accompanying financial statemerits dnd supﬁorﬂng schodules pertaining to the firm of
ALLIANCE FINANCIAL GROUP, INC. as of DECEMBER 31, 2008, are true and cormrect. ! further
swear ( or affirm) neither the company nor any partner, proprietor, principal officer or director
has proprietary interest in any account sg!gly gg.;‘!l},ﬂt of a customer, except as follows:

VA / 2 2
, Slgnoture
Wi, JEREMY J, GRANT .
S Notary Public, State of Texas ﬁe
B i.§ My Commission Expires %%/4 / ém/
(. AT January 27, 2010

"/ (tlodyy Rdbiic”

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

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financlal Condition.

(e) Statement of Changes in Stockholder's Equity or Partners or Sole Proprietor's
Capital.

() Statement of Change in Liabilities Subordlnated to Clolms of Creditors.

(g) Computation of Net Capital.

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

() Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconclliation, including appropriate oxplanatlon, of the Computation of Net
Capital Under Rule 15¢c3-1 and the Computation for Determination of the Reserve
Requirements Under Exhibit A of Rule 15¢3-3. ‘

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

() An Oath of 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

(o) Independent Auditors’ Report on Internal Accounting Control.

OOXXN RKXXX

X

X 00O

** For conditions of confidential treatment of certain portions of this filing, see
section 140.17a-5(e)(3)
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INDEPENDENT AUDITORS’ REPORT

BOARD OF DIRECTORS
ALLIANCE FINANCIAL GROUP, INC.
DALLAS, TEXAS

We have audited the accompanying statement of financial condition
of ALLIANCE FINANCIAL GROUP,INC. as of December 31, 2008, and the related
statements of income, changes in stockholder's equity, changes in
liabilities subordinated to claims of general creditors, and cash flows
for the vyear 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 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 ALLIANCE

FINANCIAL GROUP, INC. as of December 31, 2008, and the results of their
operations and their cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of
America.

Bontheods, Haveatnd Frostiss

Hendricks, Graves and Associates, LLP

February 18, 2009

Members. Americarn Tnstitule and. Fexas: Jéa‘c‘(ly

({)/ @a;/ca’ Lubtie Accountants



ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2008 -

ASSETS
y
Cash $ 157,574
Deposits with clearing organizations 67,003
Receivable from broker-dealers 54,329
Other receivables 12,000
Prepaid expenses 2,693

Equipment and leasehold improvements, at cost,
less accumulated depreciation and amortization

of $25,782 29,589
$.323,188
LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES:
Accounts payable $ 16,859
Commissions payable 51,070
Accrued expenses 37,473
Federal income taxes payable 8,200
Franchise tax liability 9,400
Total labilities $ 123,002
STOCKHOLDERS’ EQUITY:
Common stock, 10,000 shares of $1.00
par value authorized, 1,935 shares
issued and outstanding 1,935
Additional capital 202,565
Accumulated deficit ( 4,314)
Total stockholders’ equity 200,186
$ 323,188

The accompanying notes are an integral part of the financial statement.
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ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF INCOME

YEAR ENDED 2ECEMBER 31, 2008

REVEMUES:

Commissions
Other

Total revenues

COSTS AND EXPENSES:

Salaries, commissions and payroll taxes
Clearance

Communications

Occupancy costs

Other operating expenses

Total costs and expenses

NET INCOME BEFORE PROVISION FOR INCOME TAXES

Provision for income taxes:
State franchise tax

Federal income taxes

Total provision for income taxes

NET INCOME

The accompenying notes are an integral part of the financial statenent

-3-

$1,689,907

357,556

1,253,580
143,158
112,741
102,644

418,458

8,177

5,656

$2,047,463

2,030,581

l

16,882

$___ 3,049



ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2008

L

RETAINED

COMMON ADDITIONAL EARNINGS
STOCK CAPITAL (DEFICIT) TOTAL
Balances at
December 31, 2007 $ 1,935 $ 202,565 $( 7,363) $ 197,137
Net income 3,049 3,049
Balances at
December 31, 2008 S 1,935 $___ 202,565 $( 4,314) $ 200,186

The sccompanying notes are un integral part of the financial statement. '~

-4-



ALLIANCE FINANCIAL GROUP, INC.
STATEMENT OF CHANGES IN LIABILITIES SURORDINATED
TO CLAIMS OF GENERAL CREDITORS

 YEAR ENDED DECEMBER 31, 2008

Balance at December 31, 2007
Increases

Decreases

Balance at December 31, 2008

The ancompanying rotes are an integral part of the Tnancle! stater ot

-5.



ALLIANCE FINANCIAL GROUP, INC.

" 'STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2008

OPERATING ACTIVITIES . S EEREE RIS BRI R IR BRI LI
Net income ‘h B T T T s 3,089
Adjustments to reconcile net income to net
cash provided by operating activities: o
Depreciation 11,578

Changes in operating assets and liabilities:
Increase in accounts receivable ( 10,000)
Decrease in deposits with } . .
clearing organizations ' ’ S 30
Decrease in receivable from broker-dealer - .3,719
Decrease in other receivable ‘ 19,269
Increase in prepaid expenses ( 2,693)
Increase in accounts payable 8,353
Increase in accrued liabilities 4,742
Decrease in income taxes payable ( 1,897)
Increase 'in franchise tax liability 1,301
Net cash provided by operating activities $ 37,451
INVESTING ACTIVITIES
Equipment acquisitions (_1,563)
Increase in cash during year - 35,888
Cash at December 31, 2007 , 121,686
Cash ot December 31,2008 =~~~ . $_157,574
SUPPLEMENT INFORMATION:
State franchise tax paid o f" ‘ ) if $ 6,876
Federal incomé‘téx‘paid" B j"ﬁ o $ 7,553

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

-6-



ALLIANCE FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

A. COMPANY:

ALLIANCE FINANCIAL GROUP, INC., incorporated on November 147 1986 -in TeXas,
is a member of the Financial Industry Regulatory Authority (FINRA). The
original name of the Corporation was EGV Securities, Inc. On May 13,

1991, the Company name was changed to ALLIANCE FINANCIAL GROUP, INC.

The Company operates as a broker-dealer in securities. All customers'
securities, funds and accounts are processed and carried by correspondent
broker-dealers. '

B. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

1. Customers’ Securities and Commoditles - Transactions are recorded on a
settlement date basis with related commission income and expenses
recorded on a trade date Dbasis. Securities and commodities
transactions of the Company are recorded on a trade date basis.

2. Cash-The Company considers all short-term investments with an coriginal
maturity of three months or less to be cash.

3. Accounts Receivable - The Company evaluates the collectability of accounts
receivable. Amounts considered uncollectable or doubtful of collection
are written off and charged against income when such determinations are
made .

4. Securities - Marketable securities are valued at market value and
securities not readily marketable are valued at fair wvalue as
determined by the Board of Directors. The resulting difference between
cost and market (or fair value) is included in income.

5. Income Taxes — Income taxes are provided for the tax effects of
transactions reported in the financial statements and consist of taxes
currently due plus deferred taxes. Deferred tax payable primarily

arises from the differences between the accrual basis of accounting
used for financial statement purposes and the cash basis of accounting
used for federal income tax reporting. The Company incurs state
franchise taxes, which are, in part, based on certain income and
expense items, and the financial statements include a provision for the
state tax effect of transactions reported in the financial statements.

{Continued) .
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ALLIANCE FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEAR ENDED DECEMBER 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLIGIBS (Cuntd):. - - *7 i v &

6. Use of Estimates - The preparation of. financial statéments in conformity
with generally accepted accounting principles requires management to
make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could
differ from these estimates.

FAIR VALUES OF FINANCIAL INSTRUMENTS:

The carrying amounts of assets in the balance sheet approximate fair
value.

NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform
Net Capital Rule (rule 15c¢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. At December 31,
2008, the Company had net capital of $157,403, which was $107,403 in
excess of its required net capital of $50,000. The Company's ratio of

aggregate indebtedness to net capital was 0.78 to 1.

LEASING ARRANGEMENTS:

For the year ended December 31, 2008, rental payments on operating leases
for office facilities totaled $86,742. At December 31, 2008, minimum
annual rental commitments are:

Years ended December 31: 2009 S 85,816
2010 87,539
2011 89,061
2012 62,159
S_ 324,575
(Continued)



ALLIANCE FINANCHAL GROUF, INC.

NOTES TO FINALICliE STATEMENTS (CONTINUED)

YEAR EMEED DECEMBER 33, 2203

AFFILIATED ENTITIES TRAMCACT RS

An entity affiliated through common ownership and nanayement prcvides
management and consulting services to the Company. During the year ended
December 31, 2008, payments to the affiliated entity totaled $30,000.

Office facilities are leased from an entity, affiliated through common
ownership and management. Rent payments to the affiliated entity during
the year ended December 31, 2008, totaled $120,000.
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Dallas, Tewas [SE240-42585 Jwavauﬁﬂ@%%gwbémbuw

INDEPENDENT AUDITOR’S REPORT OF SUPPLEMENTARY INFORMATION

REQUIRED BY RULE 17a-5 OF THE SECURITIES AND EXCHANGE COMMISSION

BOARD OF DIRECTORS
ALLIANCE FINANCIAL GROUP, INC.
DALLAS, TEXAS

We have audited the accompanying financial statements of ALLIANCE
FINANCIAL GROUP,INC. as of and for the year ended December 31, 2008, and have
issued our report thereon dated February 18, 2009. Our audit was conducted
for the purpose of forming an opinion on the basic financial statements taken
as a whole. The information contained in Schedules I and II 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
of the Securities and Exchange Commission. 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.

Hendricks, Graves and Assocliates, LLP

February 18, 2009

Members American Tnstitute and %al&c_féa'c{y
M @/{%40/ Poublic Accowuntants



ALLIANCE FINANCIAL GROUP, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15c¢3-1,

OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31,2008
(See Independent Auditors’ Report On Supplementary Information.)

COMPUTATION OF NET CAPITAL:

Total stockholders' equity qualified for net capital
Add:

Other deductions or allowable credits
Total capital and allowable subordinated liabilities

Deductions and/or charges:
Non-allowable assets

Net capital before haircuts on securities positions

Haircuts on securities (computed, where applicable,
pursuant to rule 15c¢3-1(f))

Net Caplital

Aggregate indebtedness

(Continued)

-11-

Schedule |

$ 200,186

200,186

42,783

157,403

$_157,403

$.123,002



ALLIANCE FINANCIAL GROUP, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

Schedule |

OF THE SECUGRITIES AND EXCHANGE CImMISSION (CONTINUED[

DLECEMBER 31, 2008

(See Independant Auditors’ weport On Suppiementary information.)

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT:

Minimum net capital required (6 2/3% of total
aggregate indebtedness)

Minimum dollar net capital requirement of
reporting broker or dealer

Net capital requirement (greater of above two
minimum requirement amounts)

Net capital in excess of required minimum

Excess net capital at 1000%

Ratio of aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY’S COMPUTATION:

Net capital, as reported in Company's Part II (Unaudited)
Focus report

Audit adjustments

Net caplital

-12-

$ 8,204

$ 50,000

$___50,000

$_ 107,403

$__ 145,103

$ 163,332

( 5,929)

$__ 157,403



Schedule I

ALLIANCE FINANCIAL GROUP, INC.

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS UNDER RULE 15c¢3-3

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2008

(See Independent Auditors’ Report On Supplementary Information.)

EXEMPTIVE PROVISIONS

The Company has claimed an exemption from Rule 15¢3-3 under section
(k) (2) (i1), in which all customer transactions are cleared through other
broker-dealers on a fully disclosed basis.

Company's clearing firms: First Southwest Company
Southwest Securities, Inc.
RBC Capital Markets Corporation

-13-



ALLIANCE FINANCIAL GROURP, INC.
REPORT PURSUANT TO RULE 17a-5(d)

YEAR ENDED DECEMBER 31, 2008
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INDEPENDENT AUDITORS’ REPORT DN INTERNAL CONTROL

STRUCTURE REQUIRED BY SEC RULE 17a-5

BOARD OF DIRECTORS
ALLIANCE FINANCIAL GROUP, INC.
DALLAS, TEXAS

In planning and performing our audit of the financial statements and supplemental schedules of
ALLIANCE FINANCIAL GROUP, INC,, for the year ended December 31, 2008, we considered its internal
control, including control procedures for safe-guarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide assurance on the
internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC), we had made a
study of the practice and procedures followed by the Company including 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 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.

3. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customer 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 the 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.

Mernbers Americar Fnsticate and Fexas u%a'c(é//
(o/‘ 62/([///6‘/ Fublic Accountants



PAGE 2
INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL

STRUCTURE REQUIRED BY SEC RULE 17a-5

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.

Our consideration of internal control would not necessarily disclose all matters in internal control that might
be material weaknesses under standards established by the American Institute of Certified Public Accountants. A
material weakness is a condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by errors or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. However, we noted no matters involving
internal control, including 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 Commission's objectives.

This report is intended solely for the information and use of the Board of Directors, management, the SEC,
the Financial Industry Regulatory Authority (FINRA), the New York Stock Exchange and other regulatory agencies
which 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 used by anyone other than these specific parties.

ﬁM&WM%JM&é

Hendricks, Graves and Associates, LLP
February 18, 2009
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CERTIFIED PUBLIC ACCOUNTANTS
DALLAS, TEXAS
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