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OATH OR AFFIRMATION

I, STEVEN H. GENDLER, swear (or affirm) that, to the best of my knowledge and belief the
accompanying financial statements and supporting schedules pertaining to the firm of
ALLIANCE FINANCIAL GROUP, INC. as of DECEMBER 31, 2011, are true and correct. | further
swear ( or affirm) neither the company nor any partner, proprietor, principal officer or director
has proprietary interest in any account solely as that of a customer, except as follows:
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This report** contains (check all applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s
Capital.

() Statement of Change in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital for brokers and dealers pursuant to Rule 15¢3-1.

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

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

(i) 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.

() 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.

(p) Schedule of segregation requirements and funds in segregation-customers’ regulatec
commodity futures account pursuant to Rule 171-5. |
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** 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, 2011, and the related
statements of income (lossg), cash flows, changes in stockholders’ equity
and changes in liabilities subordinated to claims of general creditors,
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 ALLIANCE

FINANCIAL GROUP, INC. as of December 31, 2011, 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.

/J-M , Fapa gL
Hendricks, Graves and Associates, LLP

February 21, 2012
Q/GW-% Accourtants



ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2011

ASSETS
Cash S 64,946
Deposits with clearing organizations 110,031
Receivable from broker-dealers 32,232
Other receivables 3,175
Prepaid expenses 15,181

Equipment and leasehold improvements, at
cost, less accumulated depreciation

and amortization of $46,301 18,150
$ 243,715
LIABILITIES AND STOCKHOLDERS’ EQUITY
LIABILITIES:
Accounts payable S 20,012
Commissions payable 23,045
Payable to affiliated entity 40,000
Accrued expenses 20,059
Franchise tax liability 3,960
Total liabilities $ 107,076
STOCKHOLDERS’ EQUITY:
Common stock, 11,000 shares of $1.00
par value authorized, 1,935 shares
issued and outstanding 1,935
Additional capital 223,565
Accumulated deficit ( 88,861)
Total stockholders’ equity 136,639
$. 243,715

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

STATEMENT OF INCOME (LOSS)

YEAR ENDED DECEMBER 31, 2011

REVENUES:

Commissions
Other

Total revenues

COSTS AND EXPENSES:

Salaries, commissions and payroll taxes
Clearance

Communications

Occupancy costs

Other operating expenses

Total costs and expenses

NET LOSS BEFORE PROVISION FOR INCOME TAXES

Provision for income taxes:
State franchise tax

NET LOSS

The accompanying notes are an integral part of the financial statement.
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$1,138,405

192,243

772,699
117,425

93,959
107,067

261,903

$1,330,648

1,353,053

( 22,405)

3,791

$(  26,196)



ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2011

OPERATING ACTIVITIES

Net loss $( 26,196)

Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 6,387
Changes in operating assets and liabilities:
Increase in deposits with

clearing organizations ( 10)
(Increase) decrease in accounts receivable:
Broker-dealer ( 524)
Affiliated entity 10,000
Other receivable ( 1,626)
Increase in prepaid expenses ( 10,025)
Increase in accounts payable 3,657
Increase in payable to affiliated entity 20,000
Increase in commissions payable 3,218
Decrease in accrued liabilities ( 3,564)
Decrease in franchise tax liability ( 495)
Net cash provided by operating activities $ 822
INVESTING ACTIVITY
Equipment acquisitions ( 5,497)
FINANCIAL ACTIVITY
Stockholders’ contributions 21,000
increase in cash during year 16,325
Cash at December 31, 2010 48,621
Cash at December 31, 2011 $___ 64,946
SUPPLEMENT INFORMATION:
State franchise tax paid $ 4,624

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

STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY

YEAR ENDED DECEMBER 31, 2011

RETAINED
COMMON ADDITIONAL EARNINGS
STOCK CAPITAL (DEFICIT) TOTAL
Balances at
December 31, 2010 S 1,935 § 202,565 $( 62,665) S 141,835
Stockholders’ contribution 21,000 21,000
Net loss ( 26,196) ( 26,196)
Balances at
December 31, 2011 $ 1,935 $_ 223,565 $( 88,861) $ 136,639

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



ALLIANCE FINANCIAL GROUP, INC.

STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED

TO CLAIMS OF GENERAL CREDITORS

YEAR ENDED DECEMBER 31, 2011

Balance at December 31, 2010
Increases

Decreases

Balance at December 31, 2011

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

NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2011

COMPANY:

ALLIANCE FINANCIAL GROUP, INC., incorporated on November 14, 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.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

1. Customers’Securities - Transactions and related commissions are recorded on
a trade date basis.

2. Cash-The Company considers all short-term investments with an original
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. Equipment and Leasehold Improvements are stated at cost less accumulated
depreciation and amortizations, which is provided by charges to income
over estimated useful lives using the straight-line method.

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

6. Use of Estimates - The preparation of financial statements 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.

{Continued)
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ALLIANCE FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

FAIR VALUES OF FINANCIAL INSTRUMENTS:

Fair Value Measurement - FASB ASC 820 defines fair value, establishes a
framework for measuring fair value, and establishes a fair value hierarchy
which prioritizes the inputs to valuation techniques. Fair value is the
price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the
measurement date. A fair value measurement assumes that the transaction
to sell the assets or transfer the liability occurs in the principal
market for the asset or liability or, in the absence of a principal
market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach, as specified by FASB

ASC 820, are used to measure fair value

The fair value hierarchy prioritizes the inputs to valuation techniques
used to measure fair value into three broad levels:

Level one inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities the Company has the ability to access.

Level two inputs are inputs (other than quoted prices included within
level one) that are observable for the asset or liability, either directly
or indirectly.

Level three inputs are unobservable inputs for the asset or liability and
rely on management’s own assumptions about the assumptions that market
participants would use in pricing the asset or liability.

The carrying amounts of assets and liabilities 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,
2011, the Company had net capital of $94,020, which was $44,020 in excess
of its required net capital of $50,000. The Company's ratio of aggregate
indebtedness to net capital was 1.14 to 1.

(Continued)



ALLIANCE FINANCIAL GROUP, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEAR ENDED DECEMBER 31, 2011

LEASING ARRANGEMENTS:

For the year ended December 31, 2011, rental payments on operating leases
for office facilities totaled $106,819. At December 31, 2011, minimum
annual rental commitments were $59,966 for the year ended December 31,
2012.

AFFILIATED ENTITIES TRANSACTIONS:

Management and consulting services and office facilities are provided to
an entity, affiliated through common ownership and management. During the
year ended December 31, 2011, income from the affiliated entity totaled
$120,000.

Office facilities are leased from an entity, affiliated through common
ownership and management. Rental payments to the affiliated entity during
the year ended December 31, 2011 totaled $106,819.



Jerving the Dallas area since (974 979-987-8358
7807 Gateway Blod, Judte 272, Facsimile, 9 79-254-35S57
Richardson, Jewas 75080 graves.dor/Qatt.net

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, 2011, and our report
thereon dated February 21, 2012, which expressed an unqualified opinion on
those financial statements, appears in a preceding section of this report.
Our audit was conducted for the purpose of forming an opinion on the 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 under the Securities and Exchange act of 1934. Such information is
the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the information is fairly stated in
all material respects in relation the financial statements as a whole.

Narducdas, ot anph OdbressTes
Hendricks, Graves and Associates, LLP

February 21, 2012
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ALLIANCE FINANCIAL GROUP, INC.

COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2011

(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

Other deductions
Net capital before haircuts on securities positions
Haircuts on securities (computed, where applicable,
pursuant to rule 15c¢c3-1(f))

Net Capital

Aggregate indebtedness

(Continued)
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$ 136,639

136,639

( 35,619)
( 5,000)

96,020

( _2,000)

$__94,020

$_107,076
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ALLIANCE FINANCIAL GROUP, INC.

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

Schedule |

OF THE SECURITIES AND EXCHANGE COMMISSION (CONTINUED)

DECEMBER 31, 2011

(See Independent Auditors’ Report On Supplementary 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 1100%

Ratio of aggregate indebtedness to net capital

RECONCILIATION WITH COMPANY’S COMPUTATION:

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

-12-

S 7,142

$ 50,000

$ 50,000

$ 44,020

$ 83,312

1.14 to 1

S 94,020



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, 2011

(See Independent Auditors’ Report On Supplementary Information.)

The Company has claimed an exemption from Rule 15c3-3 under section
(k) (2) (ii), in which all customer transactions are cleared through other
broker-dealers on a fully disclosed basis.

Company's clearing firms: First Clearing, LLC
Southwest Securities, Inc.

-13-
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ALLIANCE FINANCIAL GROUP, INC.

REPORT PURSUANT TO RULE 17a-5(g)(1)

YEAR ENDED DECEMBER 31, 2011
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INDEPENDENT AUDITORS’ REPORT ON 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 of ALLIANCE FINANCIAL GROUP, INC. zs

of and for the year ended December 31, 2011, 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 interna! 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. The 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 pract1ces 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 previously mentioned objectives.

(g( ﬁe/W .% V/{ccoa/zéa/ztzf/



PAGE 2
INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
STRUCTURE REQUIRED BY SEC RULE 17a-5

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 generally accepted accounting principles. Rule 17a-5(g) lists additional obj ectives 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

At A aner avrn

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 deficiency, or a combination of deficiencies, in internal control that is less severe then a
material weakness, yet important enough to merit attention by those charged with governance.

A material weakness is a deficiency, or combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the Company’s financial statements will not be prevented or
detected and corrected on a 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 previously.

We understand that practices and procedures that accomplish that 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, 2011, to meet the SEC’S objective.

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.

;J.M D Reind b perilas
'
Hendricks, Graves and Associates, LLP

February 21, 2012



ALLIANCE FINANCIAL GROUP, INC.
REPORT PURSUANT TO RULE 17a-5(e)(4)

YEAR ENDED DECEMBER 31, 2011
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INDEPENDENT ACCOUNTANTS’ REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S SIPC
ASSESSMENT RECONCILIATION

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

In accordance with Rule 17a-5(e) (4) under the Securities Exchange Act of
1934, we have performed the procedures enumerated below with respect to the
accompanying Schedule of Assessment and Payments [General Assessment
Reconciliation (Form SIPC-7)] to the Securities Investor Protection
Corporation (SIPC) for the year ended December 31, 2011, which were agreed

to by ALLIANCE FINANCIAL GROUP, INC. and the Securities and Exchange
Commission, Financial Industry Regulatory Authority, Inc. and SIPC solely

to assist you and the other specified parties in evaluating ALLIANCE
FINANCIAL GROUP, INC.’s compliance with the applicable instructions of the
Transitional Assessment Reconciliation (Form SIPC-7). °~ ALLIANCE FINANCIAL
GROUP, INC’s management is responsible for the ALLIANCE FINANCIAL GROUP,INC’s

compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants. The sufficiency of these
procedures is solely the responsibility of those parties specified in this
report. Consequently, we make no representation regarding the sufficiency of
the procedures described below either for the purpose for which this report
has been requested or for any other purpose. The procedures we performed and
our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective
cash disbursement records including cancelled checks and associated
endorsements noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year
ended December 31, 2011, as applicable, with the amounts reported in
Form SIPC-7 for the year ended December 31, 2011, noting no
differences;

3. Proved the arithmetical accuracy of the calculations reflected in Form
SIPC-7 and in the related schedules, noting no differences.

g" @,P/W Public ./{ccowzta/z&f/



Page 2
Independent Accountants’ Report on Applying Agreed-upon
Procedures Related to an Entity’s SIPC Assessment Reconciliation

We were not engaged to, and did not conduct an examination, the objective of
which would be the expression of an opinion on compliance. Accordingly, we
do not express such an opinion. Had we performed additional procedures,
other matters might have come to our attention that would have been reported
to you.

This report is intended solely for the information and use of the specified

parties listed above and is not intended to be and should not be used by
anyone other than these specified parties.

/
Hendricks, Graves and Associates, LLP

February 21, 2012
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