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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15(d) othe Securities Exchange Act of 193
For the quarterly period ended September 30, 2009.
OR
O Transition Report Pursuant to Section 13 or 15(d) bthe Securities Exchange Act of 193
For the transition period from to

Commission file number 1-31234

WESTWOOD HOLDINGS GROUP, INC.

(Exact name of registrant as specified in its chaetr)

DELAWARE 75-2969997
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

200 CRESCENT COURT, SUITE 1200
DALLAS, TEXAS
75201

(Address of principal executive office)
(Zip Code)

(214) 756-6900

(Registrant’s telephone number, including area code

(Former name, former address and former fiscal yearif changed since last report)

Indicate by check mark whether the registrant € filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementshe past 90 days. Ye&l No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of ttiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥es [ No [

Indicate by check mark whether the registrantle&rge accelerated filer, an accelerated filer, accelerated filer, or a smaller
reporting company. See definition of “large accafed filer”, “accelerated filer” and “ smaller ratiag company” in Rule 12b-2 of the
Exchange Act.

Large accelerated fill O Accelerated filel

Non-accelerated file [0 (Do not check if a smaller reporting compa Smaller reporting compar [
Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exgle Act). Yes[] No
The number of shares of the issuer’s common sfukyalue $0.01 per share, outstanding as of Oc&he2009: 7,129,037.
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PART | - FINANCIAL INFORMATION
ITEM 1. UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS
As of September 30, 2009 and December 31, 2008
(in thousands, except par value and share amounts)

ASSETS
Current Assets
Cash and cash equivalel
Accounts receivabl
Investments, at market val
Prepaid income taxce
Deferred income taxe
Other current asse
Total current asse
Goodwill
Deferred income taxe
Property and equipment, net of accumulated depreciaf $1,254 and $1,2:
Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:

Accounts payable and accrued liabilit

Dividends payabli

Compensation and benefits paya

Income taxes payab

Other current liabilitie:

Total current liabilities
Deferred ren

Total liabilities
Stockholder Equity:

Common stock, $0.01 par value, authorized 25,0@0sb@res, issued 7,286,377 and outstanc
7,129,037 shares at September 30, 2009; issued, 7d¥b5and outstanding 6,958,238 share
December 31, 200

Additional paic-in capital

Treasury stock, at cost — 157,340 shares at SepteBbh 2009; 94,489 shares at December 3
2008

Retained earning

Total stockholder equity
Total liabilities and stockholde’ equity

See notes to interim consolidated financial stateme

1

September 3C

2009
(unaudited)

$ 3,49t
5,64
34,37
1,482

1,47:

491

46,96
2,30z

47€

634

$ 50,37¢

$ 1,65¢
2,14(
3,80¢

11
7,61¢F
317
7,932

73
44,90(

(6,026)
3,50¢
42,44;

$ 50,37

December 31

2008

$ 3,49¢
12,63¢
28,15:

1,781
70C
46,76
2,30z
934
842

$ 50,84

$ 1,10¢
2,08
7,052
1,35¢

11,61
441
12,05

71
37,45¢

(3,500)
4,76¢
38,79«

$ 50,84
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

REVENUES:

Advisory fees
Asse-basec
Performanc-basec

Trust fees

Other revenues, n
Total revenue

EXPENSES
Employee compensation and bene
Sales and marketir
WHG mutual funds
Information technolog
Professional service
General and administrati

Total expense

Income before income tax

Provision for income taxe

Net income

Earnings per shar
Basic
Diluted

CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)
(unaudited)

See notes to interim consolidated financial statéme

2

Three months ended

Nine months ended

September 30, September 30,
2009 2008 2009 2008
$ 8,77 $ 7,381 $22,11¢ $20,37:

— — — 80
2,642 2,84t 7,36¢ 8,27(
22€ (134) 34¢€ 142
11,647 10,09:  29,83( 28,87(
6,381 5,49¢ 16,96¢ 15,51:
154 263 44¢ 59t
14¢& 94 42t 23t
30¢ 29¢€ 92t 822
37€ 45C 1,13( 1,337
67¢& 727 1,90¢ 1,99:
8,04: 7,32¢ 21,79¢ 20,49t
3,59¢  2,76¢ 8,031 8,37t
1,28¢ 1,02¢ 2,857 2,95:
$ 2314 $1,73¢ $517¢ $ 5,42¢
$ 03¢ $ 026 $ 0.8z $ 0.8¢
$ 03¢ $ 027 $ 07¢ $ 0.84
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BALANCE, January 1, 200
Net income

WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY
For the Nine Months Ended September 30, 2009
(in thousands, except share amounts)
(unaudited)

Westwood Holdings Additional
Group, Inc. Treasury
Common Stock, Par .
Paid-In

Shares Amount Capital Stock

Retained
Earnings Total

6,958,23 $ 71 $37,45¢ $(3,500)

$4,765  $38,79¢
5,174 5,174

Issuance of restricted stock, | 233,15( 2 2 —

Dividends declared ($0.90 per she (6,439 (6,439
Restricted stock amortizatic 5,694 5,69/
Tax benefit related to equity compensal 1,74: 1,74:%
Stock options exercise 50C — 7 7
Purchase of treasury sto (62,857) (2,526) (2,526

BALANCE, September 30, 20(

7,129,03 $ 73 $44,90C $(6,02¢)

$ 3,500 $42,44:

See notes to interim consolidated financial statéme

3
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)
(unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net caskigeal by (used in) operating activitie
Depreciation and amortizatic
Unrealized (gains) and losses on investm
Restricted stock amortizatic
Deferred income taxe
Excess tax benefits from stc-based compensatic
Net sales (purchases) of investme- trading securitie
Change in operating assets and liabilit
Accounts receivabl
Other asset
Accounts payable and accrued liabilit
Compensation and benefits paya
Income taxes payab
Other liabilities

Net cash provided by (used in) operating activi

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of money market fur— available for sali
Sales of money market fun— available for sali
Purchase of property and equipm

Net cash provided by investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES:
Purchase of treasury sto
Excess tax benefits from stc-based compensatic
Cash dividend
Proceeds from exercise of stock opti

Net cash used in financing activiti

NET DECREASE IN CASH
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Supplemental cash flow informatic
Cash paid during the period for income ta
Issuance of restricted stock, 1
Tax benefit allocated directly to equ

See notes to interim consolidated financial statéme

4

For the nine months
ended September 30,

2009 2008
$ 517¢ $ 5420
18C 172
(52¢) 50%
5,692 4,927
764 15¢
(1,504) (2,185
(5,955 (13,510
6,991 1,81¢
21C 247

554 17¢
(3,247 (1,50€)
(1,099) (1,370)
(41) 27)
7,19¢ (5,189)
(46,739 (20,099
46,99¢ 29,71(
(54) (125)
204 9,481
(2,526) (2,430)
1,50¢ 2,18¢
(6,38€) (5,884)
7 20¢
(7,401) (5,916
@) (1,619
3,49¢ 4,56(
$ 349 $ 2,941
$ 3191 $ 4,17C
7,26¢ 7,03:
1,747 2,43(
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. DESCRIPTION OF THE BUSINESS:

Westwood Holdings Group, Inc. (“Westwood,” the “Caamy,” “we,” or “our”) was incorporated under tranls of the State of
Delaware on December 12, 2001. Westwood managestiment assets and provides services for its sltanbugh two subsidiaries,
Westwood Management Corp. (“Westwood Management)\Westwood Trust (“Westwood Trust”). Westwood Mgeraent provides
investment advisory services to corporate and pubtirement plans, endowments and foundationamaly of mutual funds, which we call
the WHG Funds, mutual funds and clients of Westwbagst. Westwood Trust provides institutions anghtmet worth individuals trust and
custodial services and participation in commonttfuisds that it sponsors. Revenue is largely dependn the total value and composition of
assets under management (“AUM"). Accordingly, fuations in financial markets and in the compositdAUM impact revenue and results
of operations.

Westwood Management is a registered investmensadunder the Investment Advisers Act of 1940. Wesd Trust is chartered and
regulated by the Texas Department of Banking.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Basis of Presentation

The accompanying consolidated financial statemieste been prepared without an audit and reflectdillstments that, in the opinion
of management, are necessary to present fairljirmamcial position as of September 30, 2009, asdlte of operations and cash flows for the
periods presented. All such adjustments are noamélrecurring in nature. The accompanying constaiifinancial statements are presented
using the accrual basis of accounting and have pesppared in accordance with the instructionstiergresentation of interim financial
information as prescribed by the Securities anchBrge Commission (“SEC”) and, therefore, as peeahitty SEC rules, do not contain
certain information and footnote disclosures reggiipy accounting principles generally acceptetiénUnited States of America. The
accompanying consolidated financial statementsldimiread in conjunction with our consolidatedhficial statements, and notes thereto,
included in our Annual Report on Form 10-K for trear ended December 31, 2008. Refer to the accmuptilicies described in the notes to
our annual financial statements, which were coestit followed in preparing this interim financiaformation. Operating results for the th
and nine months ended September 30, 2009 are cessarily indicative of the results for the yeadiag December 31, 2009 or any future
period.

Use of Estimates

The preparation of consolidated financial statesmé@ntonformity with accounting principles geneyalkccepted in the United States of
America requires management to make estimatessmuaigtions that affect the reported amounts oftsssal liabilities, the disclosure of
contingent assets and liabilities at the date efdbnsolidated financial statements and the reg@t@ounts of revenues and expenses during
the reporting period. Actual results could diffesrh those estimates.

Revenue Recognition

Investment advisory and trust fees are recognizeskevices are provided. These fees are deterrmiremtordance with contracts
between our subsidiaries and their clients andjanerally based on a percentage of AUM. A limitechber of our clients have a
performance-based fee component in their contvdtth would pay us an additional fee if we outperfa specified index over a specific
period of time. We would record revenue from pearfance-based fees at the end of the measuremeod pilost advisory and trust fees are
payable in advance or in arrears on a calendatarbabasis. Advance payments are deferred andyrézed over the periods services are
performed. Since most of our advance paying clidmiliing periods coincide with the calendar quarte which payment relates, the revenue
related to those clients is fully recognized wittiie quarter.
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)

Consequently, there is not a significant amourtdedérred revenue contained in these financial staes. Deferred revenue is showr
the balance sheet under the heading of “Other ruliehilities”. Other revenues generally consistiorealized gains and losses on our
investments and interest and investment incomesd hevenues are recognized as earned or as theesesve performed.

Cash and Cash Equivalents
Cash and cash equivalents consist of short-temghlyhliquid investments with maturities of three mtias or less.

I nvestments

Money market securities are classified as availfsisale securities and have no significant flating values. All other marketable
securities are classified as trading securitiessédurities are carried at quoted market valutheraccompanying balance sheet. Net
unrealized holding gains or losses on investmdassified as trading securities are reflected esnaponent of other revenues. We measure
realized gains and losses on investments usingptieific identification method.

Goodwill

During the third quarter of 2009, we completed annual impairment assessment as required by tlaaéial Accounting Standards
Board (“FASB”) Accounting Standards Codificatio®ASC") No. 350. No impairment loss was required. péeform our annual impairment
assessment in the third quarter as of July 1 anddweassess if circumstances indicated a potdntjzirment between our annual
assessment dates. We assess the fair value ofisimels units with goodwill using a market multipfgoroach. No events occurred since our
last assessment that indicated that these assetisl die retested for impairment.

Federal Income Taxes

We file a Federal income tax return as a consdaitlgroup for Westwood and its subsidiaries. Detkimeome tax assets and liabilities
are determined based on the differences betwedintreial statement and income tax bases of aaset$iabilities as measured at enacted
income tax rates. Deferred income tax expenserisrgély the result of changes in the deferred t&sets and liabilities and relates primaril
stock-based compensation expense.

Fair Value of Financial Instruments

The estimated fair values of our financial instrusehave been determined by us using availablenrgtion. The fair value amounts
discussed in Note 3 are not necessarily indicathwather the amounts we would realize upon digfmsbf these instruments or our intent or
ability to dispose of these assets. The estimatedélue of cash and cash equivalents, as weltesunts receivable and payable,
approximates their carrying value due to their stenm maturities. The carrying amount of investisedesignated as “trading” securities,
primarily U.S. Government and Government agencyjgalibns as well as mutual funds and common twsd Shares, equals their fair value,
which is equal to prices quoted in active markets, avith respect to funds, the net asset valuaethares held as reported by the fund. The
carrying amount of investments designated as “albklfor sale” securities, primarily money market@unts, equals their fair value, which is
equal to the net asset value of the shares helkepasted by the fund. The market values of our iganarket holdings generally do not
fluctuate.

Effective January 1, 2008, we adopted the provissmfiFASB ASC No. 820, Fair Value Measurementsisdlosures, which defines
fair value, establishes a framework for measuraigvalue and requires additional disclosures miggrcertain fair value measurements. #
No. 820 establishes a three tier hierarchy for mmeag fair value as follows: level— quoted market prices in active markets, levelirpdts
other than quoted prices that are directly or imctly observable and level 3 — unobservable inptisre there is little or no market activity.
The fair value of our investments in “Note 3. Invesnts” were determined using quoted prices frotivacnarkets (level 1).

6
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)

Earnings per Share

Basic earnings per common share is computed bygidiyinet income available to common stockholdertheyweighted average
number of shares outstanding for the periods eSdgdember 30, 2009 and 2008, respectively. Dilatedings per share for these periods is
computed based on the weighted average numbeagdsbutstanding plus the effect of the dilutivpaet of shares of restricted stock and
stock options granted to employees and non-empldiyeetors. Diluted earnings per common share ismgded using the treasury stock
method.

The following table sets forth the computation asiz and diluted shares (in thousands, excepthaee and share amounts):

Three months ended Nine months ended
September 30, September 30,
2009 2008 2009 2008

Net income $ 2,31« $ 1,73¢ $ 5,17« $ 5,42
Weighted average shares outstan( basic 6,402,79i 6,190,63! 6,314,32. 6,077,34
Dilutive potential shares from stock optic 27,42 33,62« 27,33 35,48%
Dilutive potential shares from restricted she 232,08: 288,46t 303,73 325,30(
Weighted average shares outstanc diluted 6,662,30: 6,512,722 6,645,39: 6,438,12!
Earnings per shan

Basic $ 0.3¢€ $ 0.2¢ $ 0.82 $ 0.8¢

Diluted $ 0.3t $ 0.27 $ 0.7¢ $ 0.84

Stock-Based Compensation

We account for stock-based compensation in accosdaith FASB ASC No. 718, Compensation-Stock Corspéan. Under ASC
No. 718, stoc-based compensation expense reflects the fair wdla®ck-based awards measured at grant daecagmnized over the
relevant service period, and is adjusted each gidoioanticipated forfeitures. The compensatiort easrecord for these awards is based on
their grant-date fair value as required by ASC Ri8.

We have issued restricted stock and stock optimasdordance with our Third Amended and RestatestWémd Holdings Group, Inc.
Stock Incentive Plan (the “Plan”). We valued stogkions issued based upon the Black-Scholes optimiitg model and recognized this
value as an expense over the periods in whichlkiers vested. Implementation of the Black-Scholgson-pricing model required us to
make certain assumptions, including expected Vityatiisk-free interest rate, expected dividendlgliand expected life of the options. We
utilized assumptions that we believed to be mopt@riate at the time of the valuation. Had we udi#f@drent assumptions in the pricing
model, the expense recognized for stock options maag been different than the expense recognizedrifinancial statements. We must :
apply judgment in developing an expectation of alsanf restricted stock and stock options that mejobfeited. If actual experience differs
significantly from these estimates, stock-basedpmamsation expense and our results of operatiorld beumaterially affected.

7
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)

3. INVESTMENTS:

Investment balances are presented in the tablevif@idhousands). All of these investments areiedrat market value. The money
market funds are accounted for as available f@& saturities. The other investments are accounteakftrading securities.

Gross Gross Estimated
Unrealized Unrealized
Market
Cost Gains Losses Value
September 30, 200
U.S. Government and Government agency obliga $30,44¢ $ 19 $ — $30,46°
Funds:
Money marke 1,341 — — 1,341
Equity 2,80¢ 28 (269) 2,56¢
Marketable securitie $34,59: $ 47 $ (263 $34,37:
December 31, 200t
U.S. Government and Government agency obliga $22,14: $ 83 $ — $22,22¢
Funds:
Money marke 1,84: — — 1,84:
Equity 4,91( — (82¢6) 4,08¢
Marketable securitie $28,89: $ 83 $ (826 $28,15:
4. EQUITY:

On July 23, 2009, we declared a quarterly cashddid of $0.30 per share on common stock payab@atober 1, 2009 to stockholders
of record on September 15, 2009.

On July 23, 2009, we granted an aggregate of 10s686es of restricted stock to non-employee dirscithese shares are subject to
vesting conditions as described in “Note 5. Stoekd Compensation”.

On July 1, 2009, we purchased 39,551 shares af@umon stock from employees of Westwood to satesfyobligations related to
vested restricted shares. The shares were purcht$dd.89, the closing price of our common statlth@t date and are shown as treasury
shares at cost in the equity section of our balaheet.

On April 21, 2009, we declared a quarterly castdaind of $0.30 per share on common stock payabliribynl, 2009 to stockholders of
record on June 15, 2009.

On February 27, 2009, we purchased 23,300 shamsr @ommon stock from employees of Westwood tsaesr employees in
satisfying their tax obligations related to vestestricted shares. The shares were purchased 29%3fe closing price of our common stock
on that date, and are shown as treasury sharks equity section of our balance sheet at cost.

On February 5, 2009, we declared a quarterly castieshd of $0.30 per share on common stock payablapril 1, 2009 to
stockholders of record on March 13, 2009.

On February 5, 2009, we granted an aggregate g0@82hares of restricted stock to certain empley€kese shares are subject to
vesting conditions as described in “Note 5. Stoas®l Compensation”.

5. STOCK-BASED COMPENSATION

We have issued stock options and restricted shamsr employees, non-employee directors and aemoployee consultant. The Plan
reserves shares of Westwood common stock for issutaneligible employees,

8
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)

directors and consultants of Westwood or its sulséas in the form of restricted stock and stockaps. The total number of shares that may
be issued under the Plan (including the predecgsans to the Plan) may not exceed 2,648,100 shiaréise event of a change in control of
Westwood, the Plan contains provisions providingtiie acceleration of the vesting of restricteatlstand stock options. At September 30,
2009, approximately 699,000 shares remain avail@blessuance under the Plan.

The following table presents the total stock-basmupensation expense we recorded and the totahiet¢ax benefit recognized for
stock-based compensation arrangements (in thousands

Nine months ended
September 30,

2009 2008
Total stocl-based compensation expel $5,69¢  $4,92%
Total income tax benefit recognized related tok-based compensatic 3,681 4,067

Restricted Stock

Under the Plan, we have granted restricted stoekployees, non-employee directors and aemployee consultant, which are sub
to a service condition, and to our Chief Executdféicer and Chief Investment Officer, which are gab to a service condition and
performance goals. Until the shares vest, theyesieicted from sale, transfer or assignment iretance with the terms of the agreements
under which they were issued. We calculate compiemseost for restricted stock grants by usingfdiemarket value of our common stock
at the date of grant, the number of shares issnedua estimate of shares that will not vest duertieitures. This compensation cost is
amortized on a straight-line basis over the apble&esting period. As of September 30, 2009, tivare approximately $15.5 million of
unrecognized compensation cost, which we expesdognize over a weighted-average period of 2.¥syda order to satisfy tax liabilities
employees will owe on their vested shares, we mighhwld a sufficient number of vested shares franplyees on the date vesting occurs.
For 2009, we expect the number of shares withtalthis purpose to total 62,851 shares. Our twesyqf restricted stock grants are
discussed below.

Employee and non-employee director restricted share grants

Restricted shares granted to employees vest oueéars and the non-employee directors’ shardsowes one year. For the nine
months ended September 30, 2009, we recorded apyatety $4.8 million of expense for these grantse Tollowing table details the status
and changes in our restricted stock grants thaswgect only to a service condition for the ninentins ended September 30, 2009:

Weighted Average

Grant Date Fair

Restricted shares subject only to a service condiin: Shares Value

Non-vested, January 1, 20! 507,45( $ 29.7¢
Granted 242,50( 31.1¢
Vested (191,45() 26.0€
Forfeited (9,350 31.1¢
Non-vested, September 30, 20 549,15( 31.62

CEO and CIO performance-based restricted share grants

Under the Plan, we granted restricted shares t&€higf Executive Officer and Chief Investment Odfichat vest over four years and
years, respectively, provided annual performan@sgestablished by the Compensation Committee aftWmd s board of directors are m
In each year during the applicable vesting perilod, Compensation Committee will establish a spegifial for that year’s vesting of the
restricted shares, which will be based in all cages Westwood'’s adjusted pre-tax income, as defimeJanuary 2009, the Compensation

9
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES

NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)

Committee established the goal for 2009 as adjystedax income of at least $12,075,000, represgraticompound annual growth rate of
7% over the adjusted pre-tax income for the ye@42@ in any year during the vesting period thef@enance goal is not met, the
Compensation Committee may establish a goal fobaexjuent vesting period, which if achieved or edeel may result in full or partial
vesting of the shares that did not otherwise beceasted in a prior year. However, in no event thi# maximum number of shares, which
may become vested over the vesting period, exce@@dQ0 shares in the case of our Chief Executifie&@fand 300,000 shares in the case of
our Chief Investment Officer. If a portion of therformance-based restricted shares do not vespmpensation expense is recognized for
that portion and any previously recognized compgms&xpense related to the shares that do now@dtl be reversed.

Weighted Average

Grant Date Fair

Restricted shares subject to service and performaecconditions: Shares Value
Non-vested, January 1, 20! 175,00( $ 18.81
Granted — —
Vested — —
Forfeited — —
Non-vested, September 30, 20 175,00( 18.81

Because the performance goal was met in 2008 hdres subject to vesting were vested in substéteequired certification by the
Compensation Committee, at which time a share pvece determined for tax purposes. On February @39 2the 2008 shares, which were
expensed in 2008, were certified as vested antbthefair value of the shares was determined t62&97,000, utilizing a share price of
$37.29, the closing price of our common stock athefday of certification. In the second quartdrg@9 and 2008, we concluded that it was
probable that we would meet the performance geajsired in order for the applicable percentagéefgerformance-based restricted shares
awarded to our Chief Executive Officer and Chiefdstment Officer to vest in each year. As a resudtrecognized expense of approxima
$470,000 in both the current and prior year se@ndithird quarters related to these performanceebeestricted stock grants.

Stock Options

Options granted under the Plan have a maximuméan4grm and vested over a period of four yeansofAdur stock options are vested
and exercisable and became fully expensed in Z0@&following table sets forth the summary of optaxtivity under our stock option
program for the nine months ended September 3®:200

Weighted Weighted
Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Price Term (years) Value
Options outstanding, January 1, 2( 57,40( $12.9:
Granted — —
Exercisec (500) 14.8(
Forfeited/expirec — —
Options outstanding, September 30, 2 56,90( 12.92 2.7¢ $1,239,00

The total intrinsic value of options exercised dgrthe nine month periods ended September 30, 2002008 was $11,000 and
$531,000, respectively. Options exercised representy issued shares.

10
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)
(Unaudited)
6. SUBSEQUENT EVENTS

There were no subsequent events to report betwegterSber 30, 2009, the date of these financiadistamts, and October 22, 2009, the
date these financial statements were issued.

7. SEGMENT REPORTING:

We operate two segments: the Westwood Managememtese and the Westwood Trust segment. These segmenimanaged
separately based on types of products and servftered and their related client bases. We evalthegerformance of our segments based
primarily on income before income taxes. Westwoaddihgs, the parent company of Westwood ManagemediVestwood Trust, does not
have revenues or employees and is the entity ictwiie record stock based compensation expense.

Westwood Management

Westwood Management provides investment advisamicsss to corporate retirement plans, public retieat plans, endowments,
foundations and the family of mutual funds for whi&/estwood Management serves as advisor (“WHG Fyraswell as investment
subadvisory services to mutual funds and client/e$twood Trust.

Westwood Trust
Westwood Trust provides trust and custodial sesvared participation in common trust funds thapdrssors to institutions and high net
worth individuals.

All segment accounting policies are the same asethlescribed in the summary of significant accagnpiolicies. Intersegment balanc
that eliminate in consolidation have been appl@éethe appropriate segment.

Westwooc Westwooc
Westwood
Managemen Trust Holdings Eliminations Consolidatec
(in thousands)
Three months ended September 30, 2
Net revenues from external souri $ 8,99¢ $ 2,64: $ — $ — $ 11,64:
Net intersegment revenu 87t 3 — (87¢) —
Income before income tax 4,96( 61C (1,972 — 3,59¢
Segment asse 40,41( 4,94¢ 5,02¢ — 50,37¢
Segment goodwil 1,79(C 51z — — 2,30z
Three months ended September 30, 2
Net revenues from external souri $ 7,22i $ 2,86¢ $ — $ — $ 10,09:
Net intersegment revenu 98¢ 2 — (98¢) —
Income before income tax 4,01¢ 524 (1,775 — 2,764
Segment asse 31,85¢ 4,50¢ 4,381 — 40,74¢
Segment goodwil 1,79(C 512 — — 2,30z
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WESTWOOD HOLDINGS GROUP, INC. AND SUBSIDIARIES
NOTES TO INTERIM CONSOLIDATED FINANCIAL STATEMENTS— (Continued)

Nine months ended September 30, 2
Net revenues from external souri
Net intersegment revenu
Income before income tax

Nine months ended September 30, 2
Net revenues from external sourt
Net intersegment revenu
Income before income tax

12

Consolidatec

(Unaudited)
Westwooc Westwooc

Westwood

Managemen Trust Holdings Eliminations
(in thousands)

$ 22,45¢ $ 7,371 $ — $ —
2,472 9 - (2,48))
12,17¢ 1,54¢ (5,699 —
$ 20,53¢ $ 8,33¢ $ — $ —
2,94( 6 — (2,94¢)
11,50¢ 1,79¢ (4,927) —

$ 29,83(

8,031

$ 28,87(

8,37¢
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
Forward-Looking Statements

Statements in this report that are not purely hisabfacts, including statements about our expkbtture financial position, results of
operations or cash flows, as well as other statésriroluding words such as “anticipate,” “believéptan,” “estimate,” “expect,” “i

intend,”
“should,” “could,” “goal,” “target,” “designed,” “a track,” “comfortable with,” “optimistic” and othiesimilar expressions, constitute forward-

looking statements within the meaning of SectioA &7the Securities Act of 1933, as amended, ardi®@e21E of the Securities Exchange
Act of 1934, as amended. Actual results and thangjrof some events could differ materially from skqorojected in or contemplated by the
forward-looking statements due to a number of factimcluding, without limitation, the risks dedmed under “Risk Factors” in our Annual
Report on Form 10-K for the year ended Decembe@a8 filed with the SEC, and those set forth below

» our ability to identify and successfully market\dees that appeal to our custome
» the significant concentration of our revenues irfof our customers
» our relationships with investment consulting firr
» our relationships with current and potential custost
e our ability to retain qualified personn
e our ability to successfully develop and market rasset classe
e our ability to maintain our fee structure in ligiftcompetitive fee pressure
» our ability to realize potential performar-based advisory fee
* competition in the marketplac
* downturn in the financial market
» the passage of legislation adversely affectindfitrancial services industrie
* interest rates
« changes in our effective tax ra
e our ability to maintain an effective system of mi&l controls; an
» the other risks detailed from time to time in o&CSreports
You should not unduly rely on these forward-lookstgtements, which speak only as of the date sfréport. Except as required by

law, we are not obligated to publicly release aigions to these forward-looking statements tiectfevents or circumstances occurring
after the date of this report or to reflect thewrcence of unanticipated events.

Overview

We manage investment assets and provide servicesifelients through our two subsidiaries, Westd/dtanagement and Westwood
Trust. Westwood Management provides investmentsadyiservices to corporate and public retiremea@l endowments and foundations, a
family of mutual funds, which we call the WHG Fundgher mutual funds and clients of Westwood Trwéstwood Trust provides trust and
custodial services and participation in commonttfuisds that it sponsors to institutions and highworth individuals. Our revenues are
generally derived from fees based on a percenthgssets under management. We have been providiegtment advisory services since
1983 and, according to recognized industry souinekjding Morningstar, Inc., when measured ovettiay@ar periods ten years and longer,
our principal asset classes rank above the mediparformance within their peer groups. Percentatgsd in this section are rounded to the
nearest whole percent.
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Revenues

We derive our revenues from investment advisorg,feest fees, and other revenues. Our advisos/de= generated by Westwood
Management, which manages its clients’ accountguimestment advisory and subadvisory agreem@unigsory fees are calculated based
on a percentage of assets under management, apdidri@ accordance with the terms of the agreemékestwood Management’s advisory
fees are paid quarterly in advance based on tlegsassder management on the last day of the pregegiarter, quarterly in arrears based on
the assets under management on the last day qtiiveer just ended, or are based on a daily or nhoanhalysis of assets under management
for the stated period. Westwood Management recegnigvenues as services are rendered. A limitedeuaf our clients have a
performance-based fee component in their contvadtth would pay us an additional fee if we outperia specified index over a specific
period of time. We record revenue from performabased fees at the end of the measurement periock 8iost of our advance paying
clients’ billing periods coincide with the calendararter to which payment relates, the revenudeim those clients is fully recognized
within the quarter; consequently, our financiatestaents do not contain a significant amount of aeterevenue.

Our trust fees are generated by Westwood Trusuputdo trust or custodial agreements. Trust feesaparately negotiated with each
client and are generally based on a percentagesetsaunder management, which in turn is influegetthe complexity of the operations of
the trust and the services provided. Westwood Taisst provides trust services to a small numbetiefts on a fixed fee basis. Most trust
fees are paid quarterly in advance and are recedrég services are rendered. Since the majorityestwood Trusts’ advance paying clients’
billing periods coincide with the calendar quattewhich payment relates, the revenue relateddselelients is fully recognized within the
quarter; consequently, our financial statementsatacontain a significant amount of deferred revenu

Our other revenues generally consist of unrealgagds and losses on our investments and interdsnaastment income. We invest
most of our cash in U.S. Treasury Bills, althoughalso invest smaller amounts in money market famdsequity instruments.

Assets Under Management

Assets under management increased $1.2 billio® % [illion at September 30, 2009, compared wittB$llion at September 30,
2008. The average of beginning and ending asselesrumanagement for the third quarter of 2009 wa8 Blion compared to $8.0 billion fi
the third quarter of 2008, an increase of 11%. ilbeease in period ending assets under managenasrprncipally due to asset inflows fri
new and existing clients and was partially offsentarket depreciation of assets under managemertharwithdrawal of assets by certain
clients. The following table sets forth Westwoodridgement’s and Westwood Trisstissets under management as of September 30ag¢
2008:

As of September 30, Sept‘?m(:tjk(];ggoe, 20C
(in millions)
VS.
2009 2008 September 30, 20C
Westwood Managemen
Separate Accoun $4,57: $3,61: 27%
Subadvisory 1,892 1,75€ 8
WHG Funds 45¢ 322 42
Westwood Fund 292 33t (13
Managed Account 43C 484 (17)
Total 7,644 6,51( 17
Westwood Trust
Commingled Fund 1,427 1,362 5
Private Account: 34¢ 304 14
Agency/Custody Account 92 10¢€ (15)
Total 1,867 1,774 5
Total Assets Under Managemen $9,511 $8,28¢ 15%
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Westwood Management . In the preceding table, “Separate Accounts” regmé corporate pension and profit sharing plansligpu
employee retirement accounts, Taft Hartley plandpaments, foundations and individuals. “SubadyiSoepresents relationships where
Westwood Management provides investment manageseevites for funds offered by other financial ingtons. “WHG Funds” represent
the family of mutual funds for which Westwood Maeatent serves as advisor. “Westwood Funds” repreéseriamily of mutual funds for
which Westwood Management serves as subadvisomdlyied Accounts” represent relationships with bragerfirms and other registered
investment advisors who offer Westwood Managememtslucts to their customers.

Westwood Trust . In the preceding table, “Commingled Funds” repn¢gunds that have been established to facilitatestment of
fiduciary funds of multiple clients by combiningsass into a single trust for taxable and tax-exesmfities. “Private Accounts” represent
discretionary accounts where Westwood Trust acteuatee or agent and has full investment disanetidgency/Custody Accounts”
represent non-discretionary accounts in which WestivTrust provides agent or custodial servicesdbes not act in an advisory capacity.
For certain assets in this category, Westwood Tptestides limited custody services for a minimakero fee, but views these assets as
potentially converting to fee-generating managestss As an example, some assets in this categaosjst of low-basis stock that is being
held in custody for clients, but may transfer te-fienerating managed assets during an inter-gerebtransfer of wealth at some future
date.

Results of Operations

The following table (dollars in thousands) and dision of our results of operations for the thnee mine months ended September 30,
2009 is based upon data derived from the conselidstatements of income contained in our conselitihancial statements and should be
read in conjunction with these statements, whiehirazluded elsewhere in this quarterly report.

% Change
. Nine months ende(
Mot _MEmntesieed  mweemannoende T
September 30, 200! ‘
VS. VS.
2009 2008 2009 2008 September 30, 200 September 30, 20C
Revenues
Advisory fees
Asse-basec $8,77: $ 7,381 $22,11¢  $20,37" 19% 9%
Performanc-basec — — — 80 — (100
Trust fees 2,64z 2,84t 7,36¢€ 8,27( (7) (11
Other revenue 22€ (139 34¢€ 14z 26¢ 142
Total revenue 11,64: 10,09: 29,83( 28,87( 15 3
Expenses
Employee compensation and bene 6,381 5,49¢ 16,96~ 15,51: 16 9
Sales and marketir 154 263 44¢ 59t (47) (25)
WHG mutual fund 14~ 94 42k 23t 54 81
Information technolog 30¢ 29¢ 92t 822 4 12
Professional service 37¢€ 45( 1,13(C 1,33 (16) (15)
General and administrati\ 67¢ 727 1,90¢ 1,99: (7 (4
Total expense 8,04: 7,32¢ 21,79¢ 20,49¢ 10 6
Income before income tax 3,59¢ 2,76¢ 8,031 8,37¢ 30 (4)
Provision for income taxe 1,28¢ 1,02¢ 2,851 2,95: 25 3
Net income $ 2314 $ 1,73¢ $ 5172 $ 5,42% 33% (5)%

Three months ended September 30, 2009 compared to three months ended September 30, 2008

Total Revenues . Our total revenues increased by 15% to $11.6aniflor the three months ended September 30, 260%hared with
$10.1 million for the three months ended SeptemBe008. Assebased advisory fees increased by 19% to $8.8 mifbo the three montt
ended September 30, 2009 compared with $7.4 milbiothe three months ended September 30, 2008result of increased average assets
under management by Westwood Management due awisfirom new and existing clients, partially offegtmarket depreciation of assets
and the withdrawal of assets by certain clientsyelsas higher average fee realization. Trust lexgeased by 7% to $2.6 million for the
three months ended September 30, 2009 compared@million for the three months ended Septen3Be2008 as a result of lower assets
under management by Westwood Trust at the
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beginning of the quarter due to market depreciatiomssets. Net asset inflows partially offset thésrease. Other revenues, which generally
consist of interest and investment income, increé&ye269% to $226,000 for the three months end@teS@®er 30, 2009 compared with
$(134,000) for the three months ended Septembe2(BI8. Other revenues are presented net and iect@aisnarily due to an increase of
$436,000 in net realized and unrealized gains vestments, partially offset by a decrease of $8BiA0nterest and dividend income due to
lower interest rates and a shift into lower yietdld.S. Treasury Bills.

Employee Compensation and Benefits . Employee compensation and benefits costs gepa@tisist of salaries, incentive compensation,
equity based compensation expense and benefitdofegcompensation and benefits costs increasdé¥yto $6.4 million for the three
months ended September 30, 2009 compared withr§ilién for the three months ended September 3082The increase was primarily ¢
to increases of $572,000 in incentive compensatiqense as a result of higher pretax income, $0960restricted stock expense due to
additional employee restricted stock grants in Gaty 2009 as well as the higher price at whichelssres were granted compared to prior
grants and $92,000 in salary expense due primarilycreased average headcount. In the secondegsiaft2009 and 2008, we concluded
it was probable that we would meet the performayazds required in order for the applicable perogataf the performance-based restricted
shares awarded to our Chief Executive Officer ah@fdnvestment Officer to vest in each year. Agsult, we recognized expense of
approximately $470,000 in both the current andrprear second and third quarters related to thedfenmance-based restricted stock
grants. We expect to recognize a similar amouttiérfourth quarter of 2009 related to these peréorce-based restricted stock grants. We
had 63 full-time employees as of September 30, 20@BSeptember 30, 2008.

Sales and Marketing . Sales and marketing costs generally consist steassociated with our marketing efforts, inclgdiavel and
entertainment, direct marketing and advertisingcd3ales and marketing costs decreased by 41%bt @O0 for the three months ended
September 30, 2009 compared with $263,000 forttreetmonths ended September 30, 2008. The dedsgasmarily the result of decreased
travel and direct marketing expense.

WHG Mutual Funds . WHG Mutual Funds expenses generally consist sfscassociated with our marketing, distribution and
administration efforts related to the WHG Funds. @/Mutual Funds expenses increased by 54% to $1@5¢0Qhe three months ended
September 30, 2009 compared with $94,000 for tfeetmonths ended September 30, 2008 due to indrésgsa costs related to a planned
mutual fund acquisition. We have entered into aegurchase agreement with Baxter Financial Catjmor, the investment advisor to the
Philadelphia Fund (PHILX), to acquire substantialllyof the assets of Baxter related to its managerof the Philadelphia Fund. The asset
purchase agreement is subject to certain custooh@sing conditions. In connection with this acqtigsi, the Philadelphia Fund would be
reorganized into the WHG LargeCap Value Fund (WH@EGLaXmutual fund advised by Westwood. The relaggeée@ment and plan of
reorganization has been approved by both funds’dsoand is subject to approval by shareholderseftiladelphia Fund and other closing
conditions. The reorganization agreement has balemitted to Philadelphia Fund shareholders fortapproval at a special meeting during
the fourth quarter of 2009. As of September 3092B@ Philadelphia Fund had net assets of appra&iyjn@54 million and the WHG
LargeCap Value Fund had net assets of approxim&fe39 million.

Information Technology . Information technology expenses are generallyscassociated with proprietary investment resetials,
maintenance and support, computing hardware, sadti@enses, telecommunications and other relatstscinformation technology costs
increased by 4% to $309,000 for the three montbe@iSeptember 30, 2009 compared with $296,00héothiree months ended
September 30, 2008. The increase is primarily duerdreased expenses for support services andaeftpartially offset by a decrease in
research and hardware maintenance expenses.

Professional Services. Professional services expenses generally canfsiststs associated with subadvisory fees, awadjglland other
professional services. Professional services exgzethacreased by 16% to $376,000 for the three memithed September 30, 2009 compared
with $450,000 for the three months ended Septe®®e2008. The decrease is primarily due to growtimon trust funds sponsored by
Westwood Trust being temporarily invested in pasgiex funds. We expect to resume paying subagvfses to a newly hired active
growth manager in the fourth quarter 2009. We edsdized a decrease in legal expenses. An incisastber professional expenses partially
offset these decreases.
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General and Administrative . General and administrative expenses generallgisbof costs associated with the lease of oucefpace,
investor relations, licenses and fees, depreciatisurance, office supplies and other miscellase{penses. General and administrative
expenses decreased by 7% to $678,000 for the thwaths ended September 30, 2009 compared with @@ Tor the three months ended
September 30, 2008. The decrease is primarily @dedreases in custody expense, other expensésaanidg and seminar expense. These
decreases were partially offset by increases icetianeous and insurance expenses.

Provision for Income Tax Expense . Provision for income tax expenses increased 8% £6$1,284,000 for the three months ended
September 30, 2009 compared with $1,028,000 fothtlee2 months ended September 30, 2008. The efeteix rate was 35.7% for the three
months ended September 30, 2009 compared to 3028ef three months ended September 30, 2008.

Nine months ended September 30, 2009 compared to nine months ended September 30, 2008

Total Revenues . Our total revenues increased by 3% to $29.8anilfor the nine months ended September 30, 2009 acad with
$28.9 million for the nine months ended Septemife2B08. Asset-based advisory fees increased bio®22.1 million for the nine months
ended September 30, 2009 compared with $20.4 miliothe nine months ended September 30, 2008result of increased average assets
under management by Westwood Management due tmisifirom new and existing clients, partially offegtmarket depreciation of assets
and the withdrawal of assets by certain clientastfees decreased by 11% to $7.4 million for tlhe months ended September 30, 2009
compared with $8.3 million for the nine months esh@&eptember 30, 2008, as a result of decreasedgevassets under management by
Westwood Trust due to market depreciation of assadsthe withdrawal of assets by certain cliemtiows from new clients partially offset
these decreases. Other revenues increased by H4234,000 for the nine months ended Septembe2(8® compared with $143,000 for
the nine months ended September 30, 2008. Othenues increased primarily due to an increase of $88 in net unrealized and realized
gains on investments, partially offset by a dea@éasnterest and dividend income due to lowerrgderates, a shift into lower yielding U.S.
Treasury Bills and lower dividends from Teton Adbris, Inc. (“Teton”). Westwood Management owns shafeClass A Common Stock
representing a 15.3% economic interest in Tetanatlviser to the Westwood Funds. Westwood is thaduisor to three of the six Westwc
Funds.

Employee Compensation and Benefits . Employee compensation and benefits costs inaldas8% to $17.0 million for the nine months
ended September 30, 2009 compared with $15.5 miliothe nine months ended September 30, 2008irthease is primarily due to
increases of $768,000 in restricted stock expensdaaladditional employee restricted stock gramtsebruary 2009 as well as the higher
at which these shares were granted compared tograats, $449,000 in salary expense due primtrilgcreased average headcount,
$243,000 in incentive compensation expense and8$86n health insurance expense. These increagesoffeet by decreased profit sharing
expense. We had 63 full-time employees as of SdpeB0, 2009 and September 30, 2008.

Sales and Marketing . Sales and marketing costs decreased by 25% & @2 for the nine months ended September 30, 260®arec
with $595,000 for the nine months ended SeptemBeP308. The decrease is primarily the result afeiesed travel, direct marketing and
advertising expenses, partially offset by an insecia entertainment expense.

WHG Mutual Funds. WHG Mutual Funds expenses increased by 81% t6,$88 for the nine months ended September 30, 2009
compared with $235,000 for the nine months endedeBber 30, 2008 due to legal costs related tasket purchase agreement with Baxter
Financial and planned reorganization of the Phifgida Fund into the WHG LargeCap Value Fund.

Information Technology . Information technology costs increased by 12%385,000 for the nine months ended September 3@ 20
compared with $823,000 for the nine months endgdeBber 30, 2008. The increase is primarily duedoeased expenses for support
services, data fees and software.

Professional Services. Professional services expenses decreased byd$%1 million for the nine months ended Septen3er2009
compared with $1.3 million for the nine months esh@&eptember 30, 2008. The decrease is primarilytali@ver advisory fees paid to
external subadvisors due to decreased average asgksr management in international equity and dtimgrowth and decreased fees rel:
to growth common trust funds sponsored by Westwiodt. Increased legal expenses and other professiervice expenses partially offset
this decrease.
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General and Administrative . General and administrative expenses decreaséélbltp $1.9 million for the nine months ended
September 30, 2009 compared with $2.0 million figr iine months ended September 30, 2008. The decdieprimarily due to decreases in
miscellaneous expenses, training and seminar egpeastody expense and office supplies expensgalhaoffset by increases in insurance
and other expenses.

Provision for Income Tax Expense . Provision for income tax expenses decreased byo382,857,000 for the nine months ended
September 30, 2009 compared with $2,953,000 fonithe months ended September 30, 2008 as a résldteased income. The effective
tax rate was 35.6% for the nine months ended Sdqae80, 2009 compared to 35.3% for the nine moatited September 30, 2008.

Supplemental Financial Information

As supplemental information, we provide non-gergr@tcepted accounting principles (“non-GAAP”) merhance measures that we
refer to as cash earnings and cash expenses. \Wid@tbese measures in addition to, but not adbatisute for, net income and total
expenses, which are reported on a U.S. generalpéed accounting principles (“GAAP”) basis. Managat and our board of directors
review cash earnings and cash expenses to evaluatngoing performance, allocate resources aridwedividend policy. We believe that
these non-GAAP performance measures, while notisutes for GAAP net income and total expensesuaedul for both management and
investors to evaluate our underlying operating famahcial performance and our available resour®és do not advocate that investors
consider these non-GAAP measures without consigédimancial information prepared in accordance VGHAP.

In calculating cash earnings, we add to net inctimenon-cash expense associated with equity-basedensation awards of restricted
stock and stock options. We define cash expenstga®xpenses less non-cash equity-based contpeneapense. Although depreciation
on fixed assets is a non-cash expense, we do dat bdck when calculating cash earnings or delwghen calculating cash expenses
because depreciation charges represent a declihe iralue of the related assets that will ultihyatequire replacement. In addition, we do
not adjust cash earnings for tax deductions rel@mtedstricted stock expense.

Our cash earnings increased by 22% to $4.3 mifbothe three months ended September 30, 2009 aeahpéth $3.5 million for the
three months ended September 30, 2008 primarilytalaea increase in total revenues. For the ninethsoended September 30, 2009, cash
earnings increased by 5% to $10.9 million compavitd $10.3 million for the nine months ended SepgtenB0, 2008 primarily due to an
increase in total revenues.

The following tables provide a reconciliation oft ilcome to cash earnings and total expenses toecgeenses (in thousands):

Three Months Ended

September 30 %

2009 2008 Change
Net Income $ 2,314 $1,73¢€ 33%
Add: Restricted stock expen 1,97 1,77¢ 11
Cash earning $ 4,28¢ $ 3,511 22
Total expense $ 8,04: $ 7,32¢ 10
Less: Restricted stock exper (1,9772) (1,775 11
Cash expense $ 6,071 $ 5,55 9%
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Nine Months Ended

September 30 %

2009 2008 Change
Net Income $ 5,17¢ $ 5,427 (5)%
Add: Restricted stock expen 5,694 4,92 16
Cash earning $10,86¢ $10,34¢ 5
Total expense $21,79¢ $20,49¢ 6
Less: Restricted stock exper (5,699 (4,927%) 16
Cash expense $16,10¢ $15,56¢ 3%

Liquidity and Capital Resources

We fund our operations and cash requirements vaish generated from operating activities. As of &apeer 30, 2009, we had no long-
term debt. The changes in net cash provided byatipgractivities generally reflect the changesaméngs plus the effect of non-cash items
and changes in working capital. Changes in workimgjtal, especially accounts receivable and acequenyable, are generally the result of
timing differences between collection of fees hilend payment of operating expenses.

During the nine months ended September 30, 20@9, fimv provided by operating activities, princilyabur investment advisory
business, was $7.2 million. The cash we generated dperations was supplemented by collectiongcéivables, partially offset by the net
purchases of trading securities and incentive cosgt@on payments. At September 30, 2009, we hadimgpcapital of $39.4 million. Cash
flow provided by investing activities during theneimonths ended September 30, 2009 of $204,000els#ed to net sales of investments,
partially offset by purchases of fixed assets. Glsin used in financing activities during the nimenths ended September 30, 2009 of $7.4
million was due to cash dividends paid to our stmt#ters and the purchase of treasury shares. Tasseuses were partially offset by tax
benefits from stock-based compensation.

We had cash and investments of $37.9 million &Segftember 30, 2009 and $31.7 million as of Decer®be2008. Dividends payable
were $2.1 million as of September 30, 2009 and Beez 31, 2008, respectively. We had no liabilifesborrowed money at September 30,
20009.

Our future liquidity and capital requirements vdépend upon numerous factors, including our restiltgerations, the timing and
magnitude of capital expenditures and strategt@inies (if any) and our dividend policy. We bekethat current cash and short-term
investment balances and cash generated from opesatiill be sufficient to meet the operating angditzd requirements of our ordinary
business operations through at least the next ewmlenths. However, there can be no assurance &afill\not require additional financing
within this time frame. Our forecast of the perfdime through which our financial resources Wil adequate to support our operations is a
forward-looking statement that involves risks andertainties, and actual results could vary. Thlariato raise needed capital on attractive
terms, if at all, could have a material adverseafbn our business, financial condition and resafltoperations.

Contractual Obligations
There have been no significant changes in our aotual obligations since December 31, 2008.

Recent Accounting Pronouncements

In December 2007, the FASB amended ASC No. 805sitiass Combinations” (“ASC 805"). ASC 805 estal@isprinciples and
requirements for how an acquirer: (1) recognizesrarasures in its financial statements the idali# assets acquired, the liabilities
assumed, and any noncontrolling interest in theliaeg; (2) recognizes and measures the goodwillieed| in the business combination or
gain from a bargain purchase; and (3) determines wifiormation to disclose to enable users of tharfcial statements to evaluate the nature
and financial effects of the business combinath’®C 805 applies prospectively to business comhinatfor which the acquisition date is on
or after the beginning of the first reporting perfor fiscal years beginning on or after Decemld&r2D08 and will have no impact on our
transactions recorded to date.

In May 2009, the FASB issued ASC No. 855, “Subsati®wents” (“ASC 855"). ASC 855 establishes genstahdards of accounting
for and disclosure of events that occur after ilarce sheet date but before financial statemeatssued or available to be issued. We
adopted ASC 855 in the second quarter and it dicdhage an impact on our financial statements.
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In April 2009, the FASB issued further guidance endSC No. 825, “Financial Instruments” (“ASC 825The guidance requires
disclosures about fair value of financial instrutsefor interim reporting periods of publicly tradedmpanies as well as in annual financial
statements to improve the transparency and qualiimancial reporting and requires those disclesun summarized financial information at
interim reporting periods. This guidance was effecfor the second quarter of 2009 and did not leawmwaterial impact on our financial
statements.

In April 2009, the FASB issued further guidance endSC No. 820, “Fair Value Measurements and D&ales” (“ASC 820"). The
additional guidance addresses estimating fair viml@cordance with ASC 820 when the volume andllefactivity for the asset or liability
have significantly decreased along with providimgdance on identifying circumstances that indi@teansaction is not orderly. ASC 820
was effective for the second quarter of 2009 addhdt have a material impact on our financial stegets.

In June 2009, the FASB issued ASC No. 105, “Gehefaicepted Accounting Principles” (“ASC 105"). ASID5 established
Accounting Standards Codification as the sourcauttioritative GAAP recognized by the FASB and resggireferences to the codification in
place of references to previously issued and organaccounting pronouncements. We adopted ASC Widgdthe quarter just ended and it
did not have a material impact on our financialesteents.

Critical and Significant Accounting Palicies and Estimates
There have been no significant changes in ourkatitr significant accounting policies and estirsamce December 31, 2008.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

We utilize various financial instruments, whichahtertain inherent market risks. We do not cutfgeparticipate in any hedging
activities, nor do we currently utilize any derivatfinancial instruments. The following informatiaescribes the key aspects of certain
financial instruments that have market risks.

I nterest Rates and Securities Markets

Our cash equivalents and other investment instrisreme exposed to financial market risk due totflation in interest rates, which m
affect our interest income. These instruments atentered into for speculative trading purposes.dd not expect our interest income to be
significantly affected by a sudden change in mairkietrest rates.

The value of our assets under management is affegtehanges in interest rates and fluctuatiorseaurities markets. Since we deri
substantial portion of our revenues from investnaghtisory and trust fees based on the value ofsasseer management, our revenues may
be adversely affected by changing interest ratesdmcline in the prices of securities generally.

ITEM 4. CONTROLS AND PROCEDURES

Our disclosure controls and procedures are designedsure that information required to be disadsg us in the reports we file or
submit under the Securities Exchange Act of 1984mended, (i) is recorded, processed, summarimedeported within the time periods
specified in the SEG'rules and forms and (2) is accumulated and corwated to our management, including our Chief ExgeuOfficer, tc
allow timely decisions regarding required discl@sukn evaluation was performed under the supenviaiod with the participation of our
management, including our Chief Executive Officed £hief Financial Officer, of the effectivenesiod design and operation of our
disclosure controls and procedures (as definediie B3a-15(e) under the Securities Exchange AtB8#) as of the end of the period
covered by this report. Based on this evaluation,nsanagement, including our Chief Executive Offiaad our Chief Financial Officer,
concluded that,
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as of the end of the period covered by this repantdisclosure controls and procedures were éffetd ensure that information required to
be disclosed by us in the reports we file or sulhmder the Securities Exchange Act of 1934, as dedris recorded, processed, summarized
and reported within the time periods specifiechia $ecurities and Exchange Commission’s rules @masf.

For the quarter just completed, there were no absngour internal controls over financial repagtiias defined in Rule 13a-15(f) under
the Securities Exchange Act of 1934) that materiaffected, or are reasonably likely to materialffect, our internal control over financial
reporting.

PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

We are subject from time to time to certain claams legal proceedings arising in the ordinary cewfsour business. We do not belit
the outcome of these proceedings will have a nadtienpact on our financial position, operationsash flow.

ITEM 1A. RISK FACTORS

We face a number of significant risks and uncetigsnn our business, which are detailed underKRigctors” in our Annual Report on
Form 10-K for the year ended December 31, 2008santmarized in this report under “Management’s Disan and Analysis of Financial
Condition and Results of Operations.” These risid @ncertainties may affect our current positiod arture prospects and should be
considered carefully in evaluating us and an inwesit in our common stock.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

The following table displays information with respé#o the treasury shares we purchased durinchtke months ended September 30,
20009.

Maximum
number of
shares tha
Total number
of shares may yet be
purchased as
Total part of publicly purchased
number of Average
price paid announced under the
shares plans or plans or
Period purchasec per share programs programs
July 1 through July 31, 20( 39,55! $ 41.8¢ — —
August 1 through August 31, 20 — — — —
September 1 through September 30, 2 — — — —
Total 39,55! $ 41.8¢ — —

Note: The treasury shares were purchased from Vdestwmployees at the market close price on theafaterchase in order to assist «
employees in satisfying their tax obligations fraestricted shares that vested. We anticipate paichadditional treasury shares in
subsequent years for the same purpose.

ITEM 6. EXHIBITS

31.1 Certification of Chief Executive Officer Pursuant$ecurities Exchange Act Rule -14(a)

31.2 Certification of Chief Financial Officer Pursuant$ecurities Exchange Act Rules -14(a)

32.1* Certification of Chief Executive Officer PursuantX8 U.S.C. Section 1350, as Adopted Pursuantd¢tid®e906 of the Sarbanes-
Oxley Act of 200z

32.2* Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350, as Adopted Pursuantttd®e906 of the Sarbanes-
Oxley Act of 200z

* Pursuant to Iltem 601(b)(32) of SEC Regulati-K, these exhibits are furnished rather than filethwhis report.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdréport to be signed on its behalf

by the undersigned thereunto duly authorized.

Dated: October 22, 20(C

WESTWOOD HOLDINGS GROUP, INC

By: /s/ _BRIAN O. CASEY

Brian O. Casey
Chief Executive Officer

By: /s/ _WiLLaM R. HARDCASTLE, JR.

William R. Hardcastle, Jr.
Chief Financial Officer
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
SECURITIES EXCHANGE ACT RULE 13a-14(a)

I, Brian O. Casey, certify that:

1.
2.

| have reviewed this report on Form-Q of Westwood Holdings Group, Inc

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anafre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentgisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbptrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Dated: October 22, 2009

/sl Brian O. Casey
Brian O. Case
Chief Executive Office




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
SECURITIES EXCHANGE ACT RULES 13a-14(a)

I, William R. Hardcastle, Jr., certify that:

1.
2.

| have reviewed this report on Form-Q of Westwood Holdings Group, Inc

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant’s other certifying officer(s) anafre responsible for establishing and maintainiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the registrant and ha

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durithg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presentgisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

The registrant’s other certifying officer(s) anlgave disclosed, based on our most recent evafuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbptrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Dated: October 22, 2009

/s/ William R. Hardcastle, Jr.
William R. Hardcastle, J
Chief Financial Office




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Westwdtaldings Group, Inc. (the “Company”) on Form 10fe the period ended
September 30, 2009 as filed with the SecuritiesEx@hange Commission on the date hereof (the “R@parBrian O. Casey, Chief
Executive Officer of the Company, certify, pursuamil8 U.S.C. § 1350, as adopted pursuant to 9@t Sarbane®xley Act of 2002, tha
to the best of my knowledge:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgeAct of 1934 (15 U.S.C.78m or
780(d)); and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

October 22, 2009

/sl Brian O. Casey
Brian O. Case
Chief Executive Office

A signed original of this written statement reqdit®y Section 906 has been provided to WestwoodiRigédGroup, Inc. and will be
retained by Westwood Holdings Group, Inc. and fshied to the Securities and Exchange Commissiais staff upon request. The foregoing
certification is being furnished solely pursuani®U.S.C. Section 1350 and is not being filedars pf the Report or as a separate disclosure
document.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Westwdtaldings Group, Inc. (the “Company”) on Form 10fe the period ended
September 30, 2009 as filed with the SecuritiesEr@hange Commission on the date hereof (the “R@parWilliam R. Hardcastle, Jr.,
Chief Financial Officer of the Company, certify,rpuant to 18 U.S.C. § 1350, as adopted pursugh®@s of the Sarbanes-Oxley Act of
2002, that, to the best of my knowledge:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgeAct of 1934 (15U.S.C. 78m or
780(d)); and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and results of operations of
Company.

October 22, 2009

/s/ William R. Hardcastle, Jr.
William R. Hardcastle, J
Chief Financial Office

A signed original of this written statement reqdit®y Section 906 has been provided to WestwoodiRigédGroup, Inc. and will be
retained by Westwood Holdings Group, Inc. and fshied to the Securities and Exchange Commissiais staff upon request. The foregoing
certification is being furnished solely pursuani®U.S.C. Section 1350 and is not being filedars pf the Report or as a separate disclosure
document



