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OATH OR AFFIRMATION

1, RICHARD WARNER , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
WARNER FINANCIAL INTERNATIONAIL INCORPORATED , as

of DECEMBER 31 , 20 13 , 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:
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MY COMMISSION EXPIRES:0502/15
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Notary Public

This report ** contains (check all applicable boxes):
(a) Facing Page.

2} (b) Statement of Financial Condition.

A (c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

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

(1) 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) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.
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**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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WARNER FINANCIAL INTERNATIONAL INCORPORATED

ANNUAL AUDITED REPORT
For the Years Ended
December 31, 2013 and 2012



Camelot Tower « [415 East State Street » Suite 608 « Rockford, fliinofs 61104 - Fhone (815) 964-9955 + Fax (815) 964-3601

o

Certified Public Accountants and Consultants

o

Report of Independent Registered Public Accounting Firm

Board of Directors
Warner Financial International Incorporated
Rockford, Illinois

We have audited the accompanying financial statements of Warner Financial International
Incorporated, which comprise the statements of financial condition as of December 31, 2013 and
2012, and the related statements of income, cash flows, and changes in stockholder’s equity
for the years then ended, and the related notes to the financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting principles generally accepted in the United States of
America; this includes the design 1mp;cm@ntaticu and maintenance of internal control
relevant t and Fa“r presentation of financial statements that are free from
mate 1 whether due ro fraud or erroxr.
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Auditor's Responsibility

Our responsibility is to express an copinion on =se financial statements based on our audits.
We conducted our audits 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 from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Warner Financial International Incorporated as of December
31, 2013 and 2012, and the results of their operations and their cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of
America

Rockford, Illinois )
March 3, 2014



WARNER FINANCIAL INTERNATIONAL INCORPORATED

STATEMENTS OF FINANCIAL CONDITION
December 31, 2013 and 2012

ASSETS 2013 2012
CURRENT :

Cash $ 340 $ 411

Marketable equity securities,
available for sale 43 510 43 494
Accounts receivable 484 10
TOTAL CURRENT ASSETS 44 334 43 915
FURNITURE AND FIXTURES 13 003 13 003
Less accumulated depreciation 13 003 13 003

NET FURNITURE AND FIXTURES - -

TOTAL ASSETS S 44 334 $ 43 915

LIABILITIES AND STOCKHOLDER’S EQUITY

CURRENT LIABILITY,
Income tax payable S 21 S 88

STOCKHOLDER’S EQUITY
Common stock, no par value,
10,000 shares authorized,

1,000 shares issued 1 000 1 000
Additional paid-in capital 19 886 19 886
Retained earnings 14 734 21 788
Accumulated other comprehensive

income 8 693 1 153

TOTAL STOCKHOLDER'S EQUITY 44 313 43 827

TOTAL LIABILITIES AND
STOCKHOLDER'’ S EQUITY S 44 334 S 43 915

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



WARNER FINANCIAL INTERNATIONAL INCORPORATED

STATEMENTS OF INCOME
For the Years Ended December 31, 2013 and 2012

2013 2012
REVENUE,
Commissions (net of refunds) S 9 916 $ 11 756
EXPENSES:
Audit 5 775 4 200
Office repairs and maintenance - 85
Licenses, dues and fees 2 851 1 065
Advertising - 325
Contributions 180 200
8 806 5 875
Operating Income 1 110 5 881
OTHER INCOME:
Gain on sale of investments 269 -
Income before income taxes 1 379 5 881
INCOME TAXES 21 89
NET INCOME S 1 358 S 5 792

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



WARNER FINANCIAL INTERNATIONAL INCORPORATED

STATEMENTS OF CASH FLOWS
2013 and 2012

For the Years Ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustment to reconcile net income to net
cash provided by operating activities:
Changes in assets and liabilities:

Accounts receivable
Income taxes
Gain on sale of investments

Net cash provided by operating activities

CASH FLOWS USED FROM INVESTING ACTIVITIES,
Proceeds from the sale of investments

CASH FLOWS USED FOR FINANCING ACTIVITIES,
Shareholder distributions

Increase (decrease) in cash
CASH, beginning of vear

CASH, end of year

2013 2012
] 1 358 ] 5 792
(474) -
(67) 8
(269) -
548 5 800
7 793 -
(8 412) (5 523)
(71) 277
411 134
S 340 S 411

The accompanying notes are an integral part of the financial

statements.



Accumulated

Other
Compre-
Compre- hensive
hensive Income
Income (Loss) Total
$ - $ (5 897) 8 36 508
5 792 - 5 792
7 050 7 050 7 050
S 12 842 - 49 350
- (5 523)
S 1 153 S 43 827
1 358 - 1 358
7 540 7 540 7 540
S 8 898 - 52 725
- (8 412)
S 8 693 S 44 313

The accompanying notes are an integral part of the financial

statements.



WARNER FINANCIAL INTERNATIONAL INCORPORATED

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Operations
The Company operates as a registered securities broker-dealer, located in Rockford,

Illineis. The Company’'s primary sources of income are commissions on sales of mutual
funds and other financial products.

Basis of Presentation

The accompanying financial statements have been prepared on the accrual basis of
accounting whereby revenue is recognized when earned and expenses are recognized when
incurred.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain
reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Accounts Receivable

Accounts receivable is recorded at the amount the Company expects to ceollect on balances
outstanding at year-end. Management closely monitors outstanding balances and writes
off, as of year-end, all balances that are considered uncollectable at the time the
financial statements are issued.

Comprehensive Income

Accounting principles generally require that recognized revenue, expense, gains and
losses be included in net income. Although certain changes in assets and liabilities,
guch as unrealized gains and losses on availlable-for-sale securities, are reported as a
separate component of the equity section of the balance sheet, such items, along with
net income, are compenents of comprehensive income.

Furniture, Equipment, and Depreciation

Furniture and equipment contributed as capital at date of incorporation are valued at
estimated fair market value, in the amount of $10,000. Furniture and equipment acquired
after this date are accounted for at cost. Depreciation of furniture and eguipment are
calculated using the accelerated method over estimated useful lives of five to seven
vears, for finmancial statement and income tax reporting purposes.

Repairs and maintenance are charged to expense when incurred and renewals and
betterments are capitalized. When fixed assets are retired or otherwise disposed of,
the cost and related accumulated depreciation are removed from the accounts with any
resulting gain or loss reflected in income.

Income Taxes

The Company, with the consent of its sole shareholder, has elected under the Internal
Revenue Code to be an § Corporation. In lieu of federal corporate income taxes, the
shareholder of an S Corporation is personally taxed on the Company’s taxable income.
Therefore, no provision or liability for federal income taxes has been included in the
financial statements. The Company is subject to Illinois corporate income tax.



WARNER FINANCIAL INTERNATIONAL INCORPORATED

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 2 - MARKETABLE EQUITY SECURITIES

ASC Topic 820, "Falr Value Measurements", establishes a framework for measuring fair
value, That framework provides a failr value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest
priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1 measurements) and the lowest priority to unobservable inputs (level
3 measurements). The three levels of the fair value hierarchy under ASC Topic 820 are
described as follows:

Level 1

Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that the Organization has the ability to access as of the
measurement date.

Level 2

Inputs to the valuation methodology include: quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets or
liabilities in inactive markets; inputs other than quoted priceg that are observable for
the asset or liability; or inputs that are derived principally from observable or
corrcborated by observable market data by correlation or other means.

Level 3

Significant unobservable inputs that reflect the Organization’s own assumptions that
market participants would use in pricing an asset or liability (including assumptions
about risk). Unobservable inputs shall be developed based on the best information
available in the circumstances, which might include the reporting of the Organization's
own data.

The asset’s or liability’s fair value measurement level within the fair value hierarchy
is based on the lowest level of any input that is significant to the fair value
measurement. Valuation techniques used need to maximize the use of observable inputs
and minimize the use of uncobservable inputs.

Marketable equity securities held by the Company at December 31, 2013 and 2012, consist
of actively traded mutual funds which are valued at the net asset value of the shares
held by the Company at year end (level 1). These mutual fund investments totaled
543,510 and $43,494 at December 31, 2013 and 2012, respectively,

The net change in the unrealized gain for the vears ended December 31, 2013 and 2012 was
$7,540 and $7,050, respectively.

~10-



WARNER FINANCIAL INTERNATIONAL INCORPORATED

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 3 - REGULATORY CAPITAL REQUIREMENT

Regulatory agencies require the Company to maintain a minimum net capital of $5,000.
"Allowable" assets for the regulatory computation exclude the net book value of
furniture and equipment and also exclude 15 percent of the estimated market value of
certain marketable securities. At December 31, 2013 and 2012, the Company’s regulatory
net capital was $37,786 and $37,303 and exceeded the minimum amount by $32,786 and
$32,303, respectively. The ratio of aggregate indebtedness to net capital at December
31, 2013 and 2012, was .01 to 1 and .2 to 1, respectively.

NOTE 4 - INCOME TAXES

The Company follows the recognition requirements for uncertain income tax positions as
required by generally accepted accounting principles. Income tax benefits are
recognized for income tax positions taken or expected to be taken in a tax return, only
when it is determined that the income tax position will more-likely-than-not be
sustained upon examination by taxing authorities. The Company has analyzed tax
positions taken for filing with the Internal Revenue Service and all state jurisdictions
where it operates. The Company believes that income tax filing positions will be
sustained upon examination and does not anticipate any adjustments that would result in
a material adverse effect on the Company’s financial condition, results of operations or
cash flows. Accordingly, the Company has not recorded any reserves or related accruals
for interest and penalties for uncertain income tax positions at December 31, 2013 or
2012.

The Company is subject to routine audits by taxing jurisdictions; however, there are
currently no audits in progress for any tax periods. The Company believes it is no

longer subject to income tax examinations for years prior to 2009.

The Company’s policy is to classify income tax related interest and penalties in
interest expense and other expenses, respectively.

The Company did not incur any interest expense or penalties related to its income tax
obligations during either of the years ended December 31, 2013 or 2012,

NOTE 5 - SUBSEQUENT EVENTS

The Company has evaluated subsequent events for potential recognition and disclosure
through March 3, 2014, the date the financial statements were available to be issued.

-11-
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Report of Independent Accountants on
Supplementary Information Reguired by Rule 17a-5
of the Securities and Exchange Commission

Board of Directors
Warner Financial International Incorporated
Rockford, Illinois

We have audited the accompanying financial statements of Warner Financial
International Incorporated as of and for the years ended December 31, 2013 and 2012,
and have issued our report thereon dated March 3, 2014. Our audit was conducted for
the purpose of forming an opinion on the basic financial statements taken as a whole.
The information contained in Schedules I and II, is presented for purposes of
additional analysis and is not a required part of the basic financial statements, but
is supplementary information required by Rule 17a-5 of the Securities and Exchange
Commission. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated, in
all material respects, in relation to the basic financial statements taken as a whole.

WM*G.

Rockford, Illinois
March 3, 2014

-12-



SCHEDULE T

WARNER FINANCIAL INTERNATIONAL INCORPORATED

COMPUTATION OF NET CAPITAL
AND BASIC NET CAPITAL REQUIREMENT
December 31, 2013

COMPUTATION OF NET CAPITAL
Total stockholder’s equity

Less nonallowable assets from statement of
financial condition

Net capital before haircuts on securities
positions

Less haircuts on mutual funds at 15%

NET CAPITAL

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Minimum dollar net capital requirement of

reporting broker or dealer

Excess net capital:
Net capital as above
Net capital reguirement

Excess net capital at 100%

COMPUTATION OF AGGREGATE INDERTEDNESS
Total A.I. liabilities

Percentage of aggregate indebtedness to
net capital

$ 44,313

44,313

6,527

$ 37,786

$ 5,000

S 37,786

5,000

g 32 786

~13-



SCHEDULE II

WARNER FINANCIAL INTERNATIONAL INCORPORATED

SUMMARY OF AUDIT ADJUSTMENTS
TO COMPUTATION OF NET CAPITAL REQUIREMENT
December 31, 2013

Net capital as previously reported in the
Financial and Operation Combined Uniform
Single Report - Part IIA (unaudited)

Audit adjustments:
Cash
Accounts receivable
State taxes

Total adjustments

Net capital as currently reported on Schedule I

$ 37,322

484
(21)

464

5 37,786

-14 -
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Report of Independent Accountants on Internal Control Structure
Required by Rule 17a-5 of the Securities and Exchange Commission

Board of Directors
Warner Financial International Incorporated
Rockford, Illinois

In planning and performing our audit of the financial statements of Warner
Financial Internatiocnal Incorporated for the vear ended December 31, 2013, we
considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements
and not to provide assurance on the internal control structure.

We also made a study of the practices and procedures followed by Warner Financial
International Incorporated in making the periodic computations of aggregate
indebtedness and net capital under Rule 17a-3(a) (11) . The management of the
Company has indicated that the Company was in compliance with the exemptive
provisions of Rule 15¢3-3 and no facts came to our attention indicating that the
exemptive provisions have not been complied with during the yvear ended December
31, 2013. We did not review the practices and procedures followed by the Company
in making the guarterly securities examinations, counts, verifications and
comparisons, and the recording of differences required by Rule 17a-13 or in
complying with the requirements for prompt payment for securities under Section 8
of Regulation T of the Board of Governors of the Federal Reserve System, because
the Company does not carry security accounts for customers or perform custodial
functions relating to customer securities.

The management of the Company is responsible for establishing and maintaining an
internal control structure 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
internal control structure policies and procedures 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 Commission’s above-
mentioned objectives. Two of the objectives of an internal control structure and
the practices and procedures are to provide management with reasonable, but not
absolute, assurance that assets for which the Company has responsibility are
safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management’s authorization and
recorded properly to permit preparation of financial statements in conformity with
generally accepted accounting principles. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.

-15-



Because of inherent limitations in any internal control structure of the practices
and procedures referred to above, errors or irregularities may occur and not be
detected. Also, projection of any evaluation of them to future periods is subject
to the risk that they may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose
all matters in the internal control structure that might be material weaknesses
under standards established by the American Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation
of the specific internal control structure elements does not reduce to a
relatively low level the risk that errors or irregularities in amounts that would
be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of
performing their assigned functions. However, we noted no matters involving the
internal control structure that we consider to be material weaknesses as defined
above.

We understand that practices and procedures that accomplish the objectives
referred to in the second paragraph of this report are considered by the
Commission to be adequate for its purposes in accordance with the Securities
Exchange Act of 1934 and related regulations, and that practices and procedures
that do not accomplish such objectives in all material respects indicate a
material inadequacy for such purposes. Based on this understanding and on our
study, we believe that the Company’s practices and procedures were adequate at
December 31, 2013, to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and
Exchange Commission, and other regulatory agencies which rely on Rule 17a-5(g)

under the Securitieg Exchange Act of 1923 and should not be used for any other
purpose.

WM4 o .

Rockford, Illinois
March 3, 2014
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WARNER FINANCIAL INTERNATIONAL, INCORPORATED

INDEPENDENT ACCOUNTANTS’ STATEMENT ON EXCLUSION FROM SIPC MEMBERSHIP
December 31, 2013

Warner Financial International Incorporated is excluded from

SIPC membership under
section 78ccc(a) (2) (A) (ii)

of the Securities Investor Protection Act (SIPA) which

excludes broker-dealers that exclusively sell variable annuities and mutual funds.
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