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OATH OR AFFIRMATION
I, GEORGE H. WILLIAMS , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
CANNON SECURITIES, INC.

, as
of DECEMBER 31 s 2011 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

/uﬁMﬁM\

Signature

CEO
Title

This report ** contains (check all applicable boxes)/;

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition. _

(e) Statement of Changes in Stockholders’ Equity or Parm ¥ oie Proprietors’ Capital.

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

(g) Computation of Net Capital.

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

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

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

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OFRE O OEEEOCEEREEE

** For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITOR'S REPORT

To the Shareholder
Cannon Securities, Inc.
Athens, Georgia

We have audited the accompanying statement of financial condition of Cannon Securities,
Inc. (the “Company”) as of December 31, 2011, and the related statements of operations,
changes in shareholder’s equity, and cash flows for the year then ended that are filed
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 also includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances
but not for the purposes of expressing an opinion on the effectiveness of the Company’s
internal control over financial reporting. Accordingly, we express no such opinion. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, 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 Cannon Securities, Inc. as of December 31, 2011 and the
results of its operations and cash flows for the year then ended that are filed pursuant to
Rule 17a-5 under the Securities Exchange Act of 1934 in conformity with U.S. generally
accepted accounting principles.

Our audit was conducted for the purpose of forming an opinion on the basic financial
statements taken as a whole. The information contained in the Schedules I and II is
presented for purposes of additional analysis and is not a required part of the basic financial
statements, but is supplementary information required by Rule 17a-5 of the Securities and
Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated in
all material respects in relation to the basic financial statements taken as a whole.

/\/(m’ %‘*&7@“@ P

Marietta, Georgia
February 17,2012



CANNON SECURITIES, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2011

ASSETS

CURRENT ASSETS:
Cash
Accounts receivable

Other
TOTAL

LIABILITIES AND SHAREHOLDER'S EQUITY

CURRENT LIABILITIES:
Accounts payable

Commissions payable
Total current liabilities

SHAREHOLDER'S EQUITY:
Common stock
Additional paid-in capital
Retained earnings

Total shareholder's equity

TOTAL

See notes to financial statements and independent auditor's report.

-1 -

$ 191,563
111,865
5,552

$ 308,980

$§ 17,814
70,932

88,746

50,000
20,000

150,234
220,234

$ 308980



CANNON SECURITIES, INC.
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2011

REVENUES $ 565,834
OPERATING EXPENSES:
Commissions 271,332
Professional services 84,451
General and administrative expenses 53,640
Occupancy 18,339
Total expenses 427,762
NET INCOME $ 138,072

See notes to financial statements and independent auditor's report.

-2 -



CANNON SECURITIES, INC.
STATEMENT OF CHANGES IN SHAREHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2011

COMMON ADDITIONAL RETAINED SHARTE(I)-IT;DAEE)ER'S
STOCK PAID-IN-CAPITAL EARNINGS EQUITY
Balances at December 31, 2010 $ 50,000 $ 20.000 $ 12,162 $ 82,162
Net income - - 138,072 138,072
Balances at December 31, 2011 $ 50,000 $ 20,000 $ 150,234 $ 220,234

See notes to financial statements and independent auditor's report.

-3-



CANNON SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 138,072
Adjustments to reconcile net income to net cash provided
by operating activities:

Accounts receivable (55,387)
Other current assets (4,039)
Accounts payable 12,576
Commissions payable 59.157
NET CASH PROVIDED BY OPERATING ACTIVITIES 150,379

CASH FLOWS FROM INVESTING ACTIVITIES E—

CASH FLOWS FROM FINANCING ACTIVITIES —

NET INCREASE IN CASH 150,379
CASH, BEGINNING OF THE YEAR 41,184
CASH, END OF THE YEAR $§ 191,563

See notes to financial statements and independent auditor's report.

- 4-



CANNON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

A.

Nature of Business

Cannon Securities, Inc. (“the Company”) was incorporated in the state of Georgia in
2009. The Company is a broker-dealer registered with the Securities Exchange
Commission (the “SEC”) and has been a member of the Financial Industry Regulatory
Authority (“FINRA”) since May 2010. The Company operates as an introducing broker,
does not hold funds or securities for customers, and does not carry customer accounts.

Estimates

Management uses estimates and assumptions in preparing these financial statements in
accordance with accounting principles generally accepted in the United States of
America. Those estimates and assumptions affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities, and reported revenues and
expenses. Actual results could vary from the estimates that were used.

Cash

The Company considers deposits in banks and highly liquid investments with original
maturities of 90 days or less to be cash.

Accounts Receivable

The Company uses the allowance method to account for uncollectible accounts
receivable. Management continually monitors the collectability of its customer accounts;
when indications arise that an amount is not likely to be collected, it is charged to the
allowance for doubtful accounts. Accounts are considered past due when they are 30 days
old. As of December 31, 2011, management has reviewed the status of accounts
receivable and determined that an allowance for doubtful accounts is not necessary.

Revenue Recognition

The Company’s revenue consists of commissions earned on customer balances or
investments made. Revenue is recognized as services are provided. Related commissions
expense to registered representatives is recognized in the same period in which revenue is
recognized.



CANNON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
F. Income Taxes

The Company has elected to be taxed as an S corporation whereby the income or losses of
the Company flow through to its shareholder. Therefore, no income tax provision has
been recorded in the accompanying financial statements.

G. Subsequent Events

The Company has evaluated subsequent events through February 17, 2012, which is the
date the financial statements were available to be issued.

RELATED PARTY TRANSACTIONS

In 2010 the Company entered into agreements with Cannon Financial Strategies, Inc. for certain
services and office space. Cannon Financial Strategies provides the Company with certain
administrative support, occupancy, and office equipment. Expenses related to these agreements
totaled approximately $52,400 for the year ended December 31, 2011 and is included in general and
administrative expenses in the accompanying statement of operations. Accounts payable related to
these agreements totaled approximately $9,400 as of December 31, 2011.

The Company entered into a management agreement with its sole shareholder in 2011. The
shareholder is compensated based upon the aggregate net income of the Company and Cannon
Financial Strategies, Inc. Expenses related to this agreement totaled approximately $31,000 for the
year ended December 31, 2011 and is included in general and administrative expenses in the
accompanying statement of operations. Accounts payable related to this agreement totaled
approximately $3,000 as of December 31, 2011.

CONCENTRATIONS

For the year ended December 31, 2011, all revenues were derived from commissions earned on
customer accounts held at two financial institutions. All accounts receivable as of December 31,
2011 was due from these two financial institutions. For the year ended December 31, 2011,
revenues earned from three customers’ accounts totaled approximately $345,000 or 61% of the
Company’s total revenue.



CANNON SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2011

COMMON STOCK

At December 31, 2011, the Company has 100,000 shares of $-1- par value common stock
authorized, with 50,000 shares issued and outstanding.

NET CAPITAL REQUIREMENT

As a registered broker-dealer under the SEC and member of the FINRA, the Company is subject
to the SEC's Uniform Net Capital Rule 15¢3-1 under the Securities Exchange Act of 1934. The
Company is required to maintain minimum net capital of the greater of $5,000 or 6.67% of total
aggregate indebtedness and requires that the ratio of aggregate indebtedness to net capital shall
not exceed 15 to 1.

Net capital and aggregate indebtedness change from day to day, but as of December 31, 2011, the
Company had net capital of $158,746 which exceeded the minimum net capital requirement of
$5,916 by $152,830. At December 31, 2011, the Company's ratio of aggregate indebtedness to
net capital was 0.56 to 1.



SUPPLEMENTARY INFORMATION



CANNON SECURITIES, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
OF THE SECURITY AND EXCHANGE ACT OF 1934
DECEMBER 31, 2011

SCHEDULE I

COMPUTATION OF NET CAPITAL:
Total shareholder’s equity

Deduct nonallowable assets:
Accounts receivable
Other current assets

Net capital

COMPUTATION OF AGGREGATE INDEBTEDNESS:
Accounts payable
Commissions payable

Total aggregate indebtedness

COMPUTATION OF MINIMUM NET CAPITAL REQUIREMENT:
Net capital

Minimum net capital to be maintained
(greater of $5,000 or 6%:% of total aggregate indebtedness)

Net capital in excess of requirement

$ 220234
55,936

5.552

$ 158,746
$ 17814
— 70.932
$ 88746
$ 158,746
5.916

$ 152.830

Schedule of Reconciliation of Net Capital per unaudited FOCUS Report with Audit Report:

Pursuant to Rule 17a-5(d)(4), there are no material differences between net capital as reported in
Form X-17A-5 and net capital as computed above; therefore, a reconciliation is not considered

necessary.

See accompanying independent auditor’s report.

-8-



CANNON SECURITIES, INC.
OTHER INFORMATION
DECEMBER 31, 2011

SCHEDULE I

The following statements and computations are not applicable at December 31, 2011 and for the
year then ended and, accordingly, are not included herein:

Statement of changes in liabilities subordinated to claims of creditors.
. Computation for determination of the reserve requirements pursuant to SEC Rule 15¢3-3.

1
2
3. Information relating to the possession or control requirements under SEC Rule 15¢3-3.
4

Schedule of segregation requirements and funds in segregation for customers’ regulated
commodity futures and options accounts.

The Company qualifies for exemption of 2 and 3 above under subparagraph (k) (1) of Rule
15¢3- 3.

See accompanying independent auditor’s report.

-9.-
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REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a5(g)(1) FROM A
BROKER-DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

To the Shareholder
Cannon Securities, Inc.

In planning and performing our audit of the financial statements of Cannon Securities, Inc.
(the “Company”) as of and for the year ended December 31, 2011, we considered the
Company’s internal control over financial reporting (internal control) as a basis for
designing our audit procedures for the purpose of expressing our opinion on the financial
statements but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission (SEC),
we have made a study of the practices and procedures followed by the Company
including consideration of control activities for the safeguarding of securities. This study
included tests of such practices and procedures that we considered relevant to the
objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a)(11) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating to customer
securities, we did not review the practices and procedures followed by the Company in
any of the following:

1. Making quarterly securities examinations, counts, verifications and comparisons
and recordation of differences required by Rule 17a-13.
2. Complying with the requirements for prompt payment for securities under

Section 8 of Federal Reserve Regulation T of the Board of Governors of the
Federal Reserve System.

The management of the Company is responsible for establishing and maintaining internal
control and the practices and procedures referred to in the preceding paragraph. In
fulfilling this responsibility, estimates and judgments by management are required to
assess the expected benefits and related costs of controls and of the practices and
procedures referred to in the preceding paragraph and to assess whether those practices
and procedures can be expected to achieve the SEC’s above-mentioned objectives. Two
of the objectives of internal control and the practices and procedures are to provide
management with reasonable but not absolute assurance that assets for which the

p 770 989.0028
f 770 989.0201
1640 powers ferry road
governor's ridge
building 11
suite 300
marietta, ga 30067
-10 -
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REPORT ON INTERNAL CONTROL REQUIRED BY SEC RULE 17a5(g)(1) FROM A BROKER-
DEALER CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3 (Continued)

Company has responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management’s authorization and recorded properly to
permit preparation of financial statements in conformity with U.S. generally accepted accounting
principles. Rule 17a-5(g) lists additional objectives 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,
errors or fraud may occur and not be detected. Also, projection of any evaluation of them to future
periods is subject to the risk that they may become inadequate because of changes in conditions or that
the effectiveness of their design and operation may deteriorate.

A deficiency in internal control 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 than 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 that we consider to be a material weakness, as defined previously.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the SEC to be adequate for its purposes in accordance with the
Securities Exchange Act of 1934 and related regulations and that practices and procedures that do not
accomplish such objectives in all material respects indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Company’s practices and procedures,
as described in the second paragraph of this report, were adequate at December 31, 2011, to meet the
SEC’s objectives.

This report is intended solely for the use of the shareholder, management, the SEC, FINRA, and other
regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their
regulation of registered brokers and dealers, and is not intended to be and should not be used by anyone

other than these specified parties.
(e ) A
/V( oL (olprn ¥ o ! '

-11 -

Marietta, Georgia
February 17, 2012
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INDEPENDENT ACCOUNTANT’S REPORT ON APPLYING AGREED-UPON
PROCEDURES RELATED TO AN ENTITY’S SIPC ASSESSMENT RECONCILIATION

To the Shareholder
Cannon Securities, Inc.
Athens, Georgia

In accordance with Rule 17a5(e)(4) under the Securities Exchange Act of 1934, we have
performed the procedures enumerated below with respect to the accompanying 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 Cannon Securities,
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 Cannon
Securities, Inc.’s compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7). Cannon Securities, Inc.’s management is responsible for the
Cannon Securities, 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 to the listed assessment payments in Form SIPC-7 with respective cash
disbursement records noting no differences; there were no payments during the
year ended December 31, 2011 (See S below);

2. Compared the amounts reported on the audited Form X-17 A-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. Compared any adjustments report in Form SIPC-7 with supporting schedules and
working papers noting no differences; there were no adjustments for the year
ended December 31, 2011;

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and
in the related schedules and working papers supporting the adjustments noting no
differences; and

5. Compared the amount of any overpayment applied to the current assessment with
the Form SIPC-7 on which it was originally computed noting no differences.



To the Shareholder
Cannon Securities, Inc.
Page 2

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.

MM,W*[”M'M"

Marietta, Georgia
February 17, 2012



SECURITIES INVESTOR PROTECTION CORPORATION
Box 82185 Z\'O%sg%gtgé\ooD .C. 20090-2185

General Assessment Reconclllation

SIPG-7

(33-REV 7/10)

SIPC-7

(33-REV 7/10)

For the liscal year ended DECEMBER 31 , 20 11
(Read carelully the insiructions in your Working Copy bejore compleling this Form)
TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS
1, Name of Member, address, Desighated Examining Authorlty, 1934 Act reglstration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

I | Note: If any of the information shown on the malling label
068437 requires cotrection, please e-malil any correctlons to
CANNON SECURITIES, INC. form@slpo.org and so indlcate on the form flled.

649 SOUTH MILLEDGE AVE.

SUITE 6 ’ Name and telephone number of person to contact

ATHENS, GA 30605 respecting this form,

' RICK ALVAREZ (770) 263-7300
2. A. General Assessment (Item 26 from page 2) $ 0
B. Less payment made with SIPC-8 flled (sxclude Interest) ( )
Date Pald

C. Less prlor overpayment applied ( 150 )
D. Assessment balance due or (overpayment) (180)
E. Interest computed on late payment (see Instruction E) for______days al 20% per annum
F. Total assessment balance and Interest due (or overpayment carrled forward) $ (150)
G. PAID WITH THIS FORM:

Check enclosed, payable to SIPC
Total {must be same as F above) $

H. Overpayment carrled forward $( 160 )

3. Subslidiaries (S) and predecassors (P) Included In this form (glve name and 1934 Act reglstration number):

The SIPC member submitting this torm and the
person by whom {t s executed represent thereby
that all informatlon contained hereln is true, correct
and complete.

CANNON SECURITIES, INC.
mesol:f ‘o;a;_qn.JPallnsuhlp orzoIhol 0T geBIzANISR)

(Aflhofl204 Sluntics)
, 20 12100 Ccco

faney
This form and the assessment payment 18 due 60 days after the end of the {lscal year, Retaln the Working Copy of this form
for a perlod of not less than 6 years, the latest 2 years In an saslly accessibie place,

DalEg e 7. Ty of Ftwse

E Dales:

E Postmarked Recelved Reviewed

E Calculations e Documentation . Forward Copy
=

c> Exceptions:

o

w

Disposition of exceptlons:

WORKING COPY




DETERMINATION OF “SIPC NET OPERATING REVENUES”
AND GENERAL ASSESSMENT
Amounts for the flscal period

beginning JAN1 ., 20 11,
and ending DEC31___, 2044
Ellminate cents
1tem No.
2a, Tolal revenue (FOCUS Line 12/Part ||A Line 8, Code 4030) $ 565,834
2b, Additions:

(1) Total revenuss {rom the securities business of subsidiarles (excepl foreign subsldlarles) and
predecessors not included above.

{2) Net loss from principal transactions in securilies In trading accounts.

{3) Net loss from principal transacllons in commodities In trading accounts,

(4) Interest and dividend expense deducted In determining ltem 2a.

(5) Net loss from management of or participation in the underwriting or distribution of secutities.

(8) Expenses other than advartising, printing, registrallon fees and legal fees deducted In determining net
profit from management of or parlicipation in underwriting or distributlon of securllies.

(7) Not loss from securities in invesimeni accounts.

Total additions

2c. Deductlons:
(1) Revenues from the distribution of shares of a registered open end invesimen| company or unil
Invesimenl trust, from the sale of variable annuilles, from the business of Insurance, {rom Invesiment
advisory services rendered lo registered Invesiment companies or Insurance company separale 565 834
accounts, and from transactions In securlly futures products. !

(2) Revenues from commodiiy transacilons.

(3) Commissions, lloor brokerage and clearance pald to other SIPC members In connectlon with
seouthles fransactions,

(4) Reimbursements for postage in connectlon with proxy solicliation,

(6) Nel gain from securities [n Investment accounls.

(6) 100% of commissions and markups earned from fransactlons In (i) certiffalss of deposit and
(1) Troasury bills, bankers acceplances or commerclal paper that mature nine months or jess
from issuance date.

(7) Direct expenses of printlng advertising and legal fees Incurred In connaction wilh other revenue
related lo the securities business (revenus defined by Section 16{9){L} of the Acl).

{8) Other revenue not related either diractly or Indlrectly to the seciritles business.
{See Instructlon C):

(8) (1) Tolal Interest and dividend expense (FOCUS Line 22/PART 1IA Line 13,
Code 4075 plus line 2b{4) above) but not in excess
of tolal Interes! and dividend income.

(i1) 40% of margin interes! earned on customers securilles

accounts (40% of FOCUS line 5, Code 3960). $

Enter the greater of line (1) or (i)

Total deductions 565,834
2d. SIPC Nel Operaling Revenues $ 0
26. General Assessment @ 0025 : $ 0

(‘o page 1, line 2,A.)



