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HORAN SECURITIES, INC.

Notes to Financial Statements
December 31, 2001

Related parties

Horan Associates, Inc., which is owned by the majority shareholder of Horan Securities,
Inc., provides primarily all the facilities, equipment, and administrative support for the
Company. During 2001 the Company was charged $121,584 in management fees and
$76,348 in rent by Horan Associates, Inc. Approximately $47,335 of additional expenses
paid by Horan Associates Inc. were reimbursed by the Company.

Retirement plans

The Company has two qualified, defined contribution plans (a money purchase pension
plan and a profit sharing plan) covering substantially all of its employees. Contributions to
the money purchase pension plan are required annually based upon a defined formula.
Contributions under the profit sharing plan are determined annually by the Company.
Participants may contribute to the 401(k) feature up to the lesser of $11,000 or 13% of
compensation. Pension and profit sharing expense amounted to approximately $34,800 in
2001.

Net capital requirements

The company is subject to the Securities and Exchange Commission Uniform Net Capital
Rule (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. In addition, equity capital may not be withdrawn if the resulting net capital ratio
would exceed 10 to 1. At December 31, 2001 the Company had net capital of $137,455,
which exceeded the minimum required amount by $112,455, and the Company's ratio of
aggregate indebtedness to net capital was 1.36 to 1.




Report of Independent Auditors

The Board of Directors °
Horan Securities, Inc.

We have audited the accompanying statement of financial condition of Horan Securities, Inc. as
of December 31, 2001, and the related statements of income, changes in stockholders' equity,
and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under the

_Securities Exchange Act of 1934. These financial statements are the responsibility of the

Company's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above presents fairly, in all material respects,
the financial position of Horan Securities, Inc. as of December 31, 2001, 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 of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken as a whole. The additional financial 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 additional financial information required by Rule 17a-5 under the Securities
and Exchange Act of 1934. Such information has been subjected to the auditing procedures
applied in our 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.

Cincinnati, Ohio
February 1, 2002
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o HORAN SECURITIES, INC.
Statement of Financial Condition

! December 31, 2001
l Assets
Cash and cash equivalents $ 223,617
l Commissions receivable 100,843
Prepaid expenses 14,252
Refundable income taxes 15,412
l Fumiture and equipment, net of depreciation of $5,139 5,935
Other assets 11,700
l $371,759
Liabilities and Stockholders’ Equity
l Accounts payable $ 93,187
Commissions payable 49,678
Accrued expenses 43,440
I Deferred tax liability 700
Total liabilities 187,005
I Stockholders’ equity:
Common stock, no par value, 850 shares authorized,
75 shares issued and outstanding 750
I Additional paid in capital 51,250
Retained earnings 132,754
I . Total stockholders’ equity 184,754
$371,759
l See accompanying notes. : Page 2




HORAN SECURITIES, INC. ‘

Notes to Financial Statements
December 31, 2001

Summary of significant accounting policies and nature of business

Nature of business - Horan Securities, Inc. is a broker-dealer and registered investment
advisor. The Company is a broker of mutual funds, annuities and other securities and is
licensed to operate in ten states, primarily in the midwest and Florida. The Company does
not carry security accounts for customers or perform custodial functions related to
customer securities. The following is a summary of the Company’s significant accounting
policies.

Use of estimates - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions
that affect the amounts reported in the financial statements and accompanying notes.
Management believes that the estimates utilized in preparing its financial statements are
reasonable and prudent. Actual results could differ from these estimates.

Cash equivalents — Cash equivalents represent short-term investments which are highly
liquid with principle values that are not subject to significant risk of change due to interest
rate fluctuations.

Furniture and equipment - Fumiture and equipment are recorded at cost and are
depreciated on an accelerated basis over their estimated useful lives.

Revenue recognition — The Company recognizes commission income at the time customer
investments are received and transmitted to insurance carriers and registered investment
companies.

Income taxes - Income taxes are provided for the tax effects of transactions reported in the
financial statements and consist of taxes currently due plus deferred taxes related to
differences between financial reporting and income tax reporting. Deferred income tax
assets and liabilities are computed for those differences that have future tax consequences
using the currently enacted tax laws and rates that apply to the periods in which they are
expected to affect taxable income. These differences primarily relate to depreciation.

Advertising expense - The Company's cost of advertising is expensed as incurred.
Advertising and promotion expense amounted to approximately $25,000 in 2001.
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