il

- i

i OMB Number: 3235-0123
17008460 Expires: May 31,2017
oeC Estimated average burden

ANNUAL AUD!TED R%@B{ECBSSMJMWSpe”esmnse ...... 12.00

FORM X-17A-5  Section SEC FILE NUMBER

PARTIL  rg 2820 |o35379

. . FACING PAGE ‘%,ashmgton DC
Information Required of Brokers and Dealers Puisiian !{ﬁ Section 17 of the
h

t
Securities Exchange Act of 1934 and Rule 17a-5 Thereunder

REPORT FOR THE PERIOD BEGINNING 01/01/2016 AND ENDING 12/31/2016
MM/DD/YY MM/DDIYY

A. REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER:  Hankerson Financial, Inc. OFFICIAL USE ONLY

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) | FIRMID. NO.
2929 N. 44th Street, Suite 200

(No. and Street)

Phoenix AZ 85018
(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
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OATH OR AFFIRMATION

William Hankerson
, » swear (or affirm) that, to the best of

my knowledge and belief the accompanying fi nancml statement and supporting schedules pertaining to the finm of
Hankerson Financial, Inc. 8

of December 31 ,2016 , ave true and coivect. 1 further swear (or affinm) that
neither the company nor any partner, propsictor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Y Sigualwre

President

Title

Hotary Public Amona
Malicopa Counly

Qmaﬂmyﬂﬁﬁhmm@ﬂ Hoveng

his 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.
(¢) Statement of Changes in Stockholders® Equity or Partners' or Sele 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,
() Iuformation Relating to the Possession or Conirol Requircments Under Rule 15¢3-3.
() ARecounciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirenients Under Bxhibit A of Rule 15¢3-3.
[_] (&) A Reconciliation between the andited and unaudited Statements of Financial Condition with respect to methods of
consolidation.
E (1) An OQath or Affinmation,
(m) A copy of the SIPC Supplemental Report,
[_—_] (") A report describlng any material inadequacies found to exist or found to have exisied since the date of the previous audit.
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*¢For conditions of coufidential freatment of ceriain portions of this filing, see section 240.17a-5(e)(3).




(> BREARD & ASSOCIATES, INC.
CERTIFIED PUBLIC ACCOUNTANTS

Report of Independent Registered Public Accounting Firm

Board of Directors
Hankerson Financial, Inc

We have audited the accompanying statement of financial condition of Hankerson Financial, Inc
as of December 31, 2016, and the related statement of operations, changes in stockholder's
equity, changes in liabilities subordinated to the claims of general creditors, and cash flows for the
year then ended. These financial statements are the responsibility of Hankerson Financial, Inc's
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). 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 examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of Hankerson Financial, Inc as of December 31, 2016, and the results of its
operations and its cash flows for the year then ended, in conformity with accounting principles
generally accepted in the United States.

The information contained in Schedule I, IT and I1I (supplemental information) has been subjected
to audit procedures performed in conjunction with the audit of Hankerson Financial, Inc's
financial statements. The supplemental information is the responsibility of Hankerson Financial,
Inc's management. Qur audit procedures included determining whether the supplemental
information reconciles to the financial statements or the underlying accounting and other records,
as applicable, and performing procedures to test the completeness and accuracy of the information
presented in the supplemental information. In forming our opinion on the supplemental
information, we evaluated whether the supplemental information, including its form and content,
is presented in conformity with 17 C.F.R. § 240.17a-5. In our opinion, Schedules I, Il and 11 are
fairly stated, in all material respects, in relation to the financial statements taken as a whole.

CB P Mﬁﬁc

Breard & Associates, Inc.
Certified Public Accountants

Oakland, California
February 24, 2017
9221 Corbin Avenue, Suite 170, Northridge, California 91324
phone 818.886.0940 fax B358.886.1924 web www. baicpa.com
Los ANGELES  CHICAGO NEW YORK  OAKLAND SEATTLE WE FOCUS & CARE™



Hankerson Financial, Inc.

Statement of Financial Condition
December 31, 2016

Assets

Cash

Commissions receivable
Investments, at market value

Other receivables
Prepaid expenses
Total assets

Liabilities and Stockholder's Equity
Liabilities

Commissions payable
Accounts payable
Accrued payroll tax liability

Total liabilities

Stockholder's equity

Common stock, no par value, 100,000 shares authorized,

15,000 shares issued and outstanding
Retained earnings

Total stockholder's equity
Total liabilities and stockholder's equity

$ 85,776

4,095
7,141
3,639

3.363

$ 104,014

$ 2,754
2,975

1,583

7,312

15,000

81.702
96,702

$ 104,014




Hankerson Financial, Inc.
Statement of
Operations
For the Year Ended December 31, 2016

Revenues
Commissions $ 22,156
Interest & dividend income 134

Net investment gains (losses)

1,762

Total revenues 24,052
Expenses
Employee compensation and benefits 13,004
Commission expense 17,377
Occupancy and equipment rental 9,000
Other operating expenses 26,186
Total expenses 65,567
Net income (loss) before income tax provision (41,515)
Income tax provision -0-
Net income (loss) ] 41,515




Hanlkerson Financial, Inc.
Statement of Changes in Stockholder's Equity
For the Year Ended December 31, 2016

Common Stock g:::’;g_;_ Total
Balance at December 31,2015 15,000 $ 123,217 $ 138,217
Net Loss (41,515) (41,515)
Balance at December 31,2016  $ 15,000 $ 81,702 $ 96,702




Hankerson Financial, Inc.

Statement of Cash Flows
For the Year Ended December 31, 2016

Cash flow from operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to net
cash provided by (used in) operating activities:

Mark to market of investments, at market value (1,834)

(Increasc) decrease in assets:

Commissions receivable 4,111
Other receivables 2,293
Prepaid expenses 1,937
Increase (decrease) in liabilities:
Commissions payable (3,426)
Accounts payable 2.975

Total adjustments
Net cash provided by (used in) operating activities
Net cash provided by (used in) in investing activities
Net cash provided by (used in) financing activities
Net increase (decrease) in cash
Cash at beginning of year
Cash at end of year
Supplemental disclosure of cash flow information:
Cash paid during the year for:

Interest $
Income taxes $

$ (41,515)

6,056

(35,459)

(35,459)

121,235

$ 85,776




Hankerson Financial, Inc.

Notes to Financial Statements
December 31, 2016

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Hankerson Financial, Inc. (the "Company") was incorporated in the State of Arizona on December
23,1985. The Company is a registered broker-dealer in securities under the Securities and
Exchange Act of 1934, a member of the Financial Industry Regulatory Authority (“FINRA”), and
the Securities Investor Protection Corporation (“SIPC”).

The Company forwards client transactions to direct participation programs and mutual funds, which
carry such accounts; therefore, no customer accounts arc reflected in the financial statements. The
Company earns commissions for introducing investors to various investment projects, such as
direct participation programs and mutual funds. Commission revenue and commission expense are
recognized on the date the investment is funded by the investor.

Under its membership agreement with FINRA and pursuant to Rule 15¢3-3(k)(2)(i), the Company
conducts business on a fully disclosed basis and does not execute or clear securities transactions for
customers. Accordingly, the Company is exempt from the requirement of Rule 15¢3-3 under the
Securities Exchange Actof 1934 pertaining to the possession or control of customer assets and reserve
requirements.

Summary of Significant Accounting Policies

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses
during the reporting period. Actual results could differ from those estimates.

Commissions receivable are stated at face amount with no allowance for doubtful accounts. An
allowance for doubtful accounts is not considered necessary because probable uncollectible
accounts are immaterial,

Securities transactions are recorded on a trade date basis with related commission income and
expenses also recorded on a trade date basis.




Hankerson Financial, Inc.

Notes to Financial Statements
December 31, 2016

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

With the consent of its shareholders, the Company has elected to be trcated as an S Corporation
under Subchapter S of the Internal Revenue Code. Subchapter S of the Code provides that in lieu
of corporate income taxes, the stockholders are individually taxed on the Company's taxable
income; therefore, no provision or liability for Federal Income Taxes is included in these financial
statements.

The Company has evaluated events subsequent to the balance sheet date for items requiring
recording or disclosure in the financial statements. The evaluation was performed through the date
the financial statements were available to be issued. Based upon this review, the Company has
determined that there were no events which took place that would have a material impact on its
financial statements.

Note 2: INVESTMENTS, AT MARKET VALUE

Investments, at market value are comprised of an investment in a mutual funds. The Company
recorded an unrealized loss of $1,762 in net investment gains and losses for the mark to market for
this investment for the year ended December 31, 2016. As of December 31, 2016, the fair market
value of this investment was $7,141.

Note3: INCOME TAXES

As discussed in Note 1 the Company has elected the S Corporate tax status; therefore, no federal
income tax provision is reported.




Hankerson Financial, Inc,

Notes to Financial Statements
December 31,2016

Note4: FAIR VALUE MEASUREMENT - ACCOUNTING PRONOUNCEMENT

On January 1, 2009, the Company adopted FASB ASC 820, Fair Value Measurements and
Disclosures, which defines fair value, establishes a framework for measuring fair value, and
establishes a fair value hierarchy which prioritizes the inputs to valuation techniques. Fair value is
the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. A fair value measurement
assumes that the transaction to sell the asset or transfer the liability occurs in the principal market
for the asset or liability or, in the absence of a principal market, the most advantageous market.
Valuation techniques that are consistent with the market, income, or cost approach, as specified by
FASB ASC 820, are used to measure fair value.

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

Level 1 - Quoted prices in an active market for identical assets or liabilities;

Level 2 - Observable inputs other than Level 1, quoted prices for similar assets or liabilities
in active markets, quoted prices for identical or similar assets and liabilities in markets that
are not active, and model derived prices whose inputs are observable or whose significant
value drivers are observable;

Level 3 - Assets and liabilities whose significant value drivers are unobservable.

The following table presents the Company’s fair value hierarchy for thosc assets and liabilities
measured at fair value on a recurring basis as of December 31, 2016:

Assets Fair Value  Level I Inputs  Level 2 Inputs  Level 3 Inputs

Investiments, at market value $ 7,141 $ 7,41 $ - $ -

Total $ 7,141 $§ 7,141 3 - $ -




Hankerson Financial, Inc.

Notes to Financial Statements
December 31,2016

Note 5: RELATED PARTY TRANSACTIONS

The Company's sole shareholder is also the sole shareholder of a related entity. William
Hankerson, Ltd ("LTD"). LTD provides research services to the Company. The Company leases
its office space from LTD pursuant to a month-to-month lease agreement, which includes rent,
secretarial services and other office expenses.

A summary of related parity transaction is as follows:

Rent and related office expenses ~ $9,000

It is possible that the terms of certain of the related party transactions are not the same as those that
would result for transactions among wholly unrelated parties.

Note 6: CONCENTRATIONS OF CREDIT RISK

The Company is engaged in various trading and brokerage activities in which counter-parties
primarily include broker-dealers, banks, and other financial institutions. In the event counter-
parties do not fulfill their obligations, the Company may be exposed to risk. The risk of default
depends on the creditworthiness of the counter-party or issuer of the instrument. It isthe
Company’s policy to review, as necessary, the credit standing of each counter-party.

Note 7: RECENTLY ISSUED ACCOUNTING STANDARDS

The Company management has reviewed the accounting standards updates issued by the FASB that
were either newly issued or had effective implementation dates that would require these provisions to
be reflected in the financial statements for the year ending December 31, 2016. Based upon this
review, the Company has implemented the prounouncements that require adoption (if any). They have
also concluded that the the remaining pronouncements have either limited or no application to the
Company and in all cases implementation would not have a material impact on the financial comments
taken as a whole.




Haunlkerson Financial, Inc.

Notes to Financial Statements
December 31, 2016

Note 8: NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Rule 15¢3-

1 also provides that equity capital may not be withdrawn or cash dividends paid if the resulting net
capital ratio would exceed 10 to 1. Net capital and aggregate indebtedness change day to day, but
on December 31, 2016, the Conpany had net capital of $87,288 which was $82,288 in excess of its
required net capital of $5,000; and the Company's ratio of aggregate indebtedness ($7,312) to net
capital was 0.0838 to 1, which is less than the 15 to 1 maximum allowed.




Hankerson Financial, Inc.
Schedutle I - Computation of Net Capital Requirements

Pursuant to Rule 15¢3-1
As of December 31,2016

Computation of net capital

Common stock

$ 96,702

(8.343)

$ 15,000
Retained earnings 81,702
Total stockholder's equity
Less: Non-allowable assets
Other receivables (3,639)
Commission receivable, in excess of payable (1,341)
Prepaid expenses (3.363)
Total non-allowable assets
Net capital before haircuts
Less: Haircuts on securities
Haircut on marketable securities (1,071)
Total haircuts on securities
Net Capital
Computation of net capital requirements
Minimum net capital requirements
6 2/3 percent of net aggregate indebtedness $ 487
Minimum dollar net capital required $ 5,000
Net capital required (greater of above)
Excess net capital
Ratio of aggregate indebtedness to net capital 0.0838: 1

88,359

(1,071)

87,288

(5,000)
82.288

There was no material difference between net capital computation shown here and the net capital
computation shown on the Company's unaudited Form X-17A-5 report dated December 31, 2016.

See independent auditor’s report




Hankerson Financial, Inc.
Schedule II- Computation for Determining of Reserve
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2016

A computation of reserve requirements is not applicable to Hankerson Financial, Inc. asthe
Company qualifies for exemption under Rule 15¢3-3(k)(2)(i).

See independent auditor’s report




Hankerson Financial, Inc.,

Schedule II - Information Relating to Possession or Control
Requirements Pursuant to Rule 15¢3-3
As of December 31, 2016

Information relating to possession or control requirements is not applicable to Hankerson
Financial, Inc. as the Company qualifies for exemption under Rule 15¢3-3(k)(2)(D).

See independent auditor's report




Hankerson Financial, Inc
Report on Exemption Provisions
Report Pursuant to Provisions of 17 C.F.R. § 15¢3-3(k)
For the Year Ended December 31, 2016
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4 BREARD & ASSOCIATES, INC.
4/ CERTIFIED PUBLIC ACCOUNTANTS

Report of Independent Registered Public Accounting Firm

We have reviewed management's statements, included in the accompanying Assertions Regarding
Exemption Provisions, in which (1) Hankerson Financial, Inc identified the following provisions of 17
C.F.R. § 15¢3-3(k) under which Hankerson Financial, Inc claimed an exemption from 17 CF.R. §
240.15¢3-3(k)(2)(1) (the "exemption provisions") and (2) Hankerson Financial, Inc stated that Hankerson
Financial, Inc met the identified exemption provisions throughout the most recent fiscal year without
exception. Hankerson Financial, Inc's management is responsible for compliance with the exemption
provisions and its statements.

Our review was conducted in accordance with the standards of the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about Hankerson Financial, Inc's compliance with the exemption provisions. A review is
substantially less in scope than an examination, the objective of which is the expression of an opinion on
management's statements. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to
management's statements referred to above for them to be fairly stated, in all material respects, based on
the provisions set forth in paragraph (k)(2)(i) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

S~
(it Il =
Breard & Associates, Inc.
Certified Public Accountants

QOakland, California
February 24, 2017

9221 Corbin Avenue, Suite 170, Northridge, California 91324
phone 818,886.0940 fax 818.886.1924 web www.baicpa.com

LOS ANGELES CHICAGO NEW YORK OAKLAND SEATTLE WE FOCUS & CARE"



Assertions Regarding Exemption Provisions

We, as members of management of Hankerson Financial, Inc. (“the Company™), are responsible
for compliance with the annual reporting requirements under Rule 17a-5 of the Securities
Exchange Act of 1934. Those requirements compel a broker or dealer to file annuals reports
with the Securities Exchange Commission (SEC) and the broker or dealer’s designated
examining authority (DEA). One of the reports to be included in the annual filing is an
exemption report prepared by an independent public accountant based upon a review of
assertions provided by the broker or dealer. Pursuant to that requirement, the management of
the Company hereby makes the following assertions:

Identifiecd Exemption Provision:

The Company claims exemption from the custody and reserve provisions of Rule 15¢3-3 by
operating under the exemption provided by Rule 15¢3-3, Paragraph (k)(2)(1).

Statement Regarding Meeting Exemption Provision:

The Company met the identified exemption provision without exception for the year ended
December 31, 2016.

Hankerson Financial, Inc.

By:

M{é‘}é&z;&mm___
Williafh Hankerson, President

2/a4/11

{Date)




