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OATH OR AFFIRMATION

I, Terence L. Horan, swear (or affirm) that to the best of my knowledge and belief the
accompanying financial statements and additional financial information pertaining to the firm
of Horan Securities, Inc. as of December 31, 2002, 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.
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This report contains: (check all applicable boxes)

(xx) (a) Facing Page

(xx) (b) Statement of Financial Condition

(xx) (c¢) Statement of Operations

(xx) (d) Statement of Cash Flows

(xx) (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's

Capital
( ) (f) Statement of Changes in Liabilities Subordinated to claims of Creditors
Additional financial information:

(xx)(g) Computation of Net Capital

(xx)(h) Computation for Determination of Reserve Requirement Pursuant to Rule 15¢3-3

(xx) () 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

(xx) (1) An Oath or Affirmation

( ) (m) A copy of the SIPC Supplemental Report

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

(xx) (0) Independent Auditors’' Supplementary Report on Internal Control
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Independent Accountants’ Report

The Board of Directors
Horan Securities, Inc.
Cincinnati, Ohio

We have audited the accompanying statement of financial condition of Horan Securities, Inc. as
of December 31, 2002. This financial statement is the responsibility of the Company's
management. Our responsibility is to express an opinion on this financial statement 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 statement is free of material misstatement. An

audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statement. 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 statement referred to above presents fairly, in all material respects,

the financial position of Horan Securities, Inc. as of December 31, 2002 in conformity with
accounting principles generally accepted in the United States of America.

ﬁ(d/ Lep

Cincinnati, Ohio
January 27, 2003

A member of
Moores Rowland mrf
intemational




HORAN SECURITIES, INC.

Statement of Financial Condition
December 31, 2002

Assets

Cash and cash equivalents

Commissions receivable

Prepaid expenses

Refundable income taxes

Furniture and equipment, net of depreciation of $11,629
Other assets

Liabilities and Stockholders’ Equity

Accounts payable-related party
Commissions payable
Accrued expenses

Total liabilities

Stockholders’ equity:
Common stock, no par value, 850 shares authorized,
75 shares issued and outstanding
Additional paid in capital
Retained earnings

Total stockholders’ equity

See Notes to Financial Statement.

$ 96,444
62,821
12,756
16,644
21,366
11,900

$221.931

$ 22,495
41,125
54,382

118,002

750
51,250
51,929

103,929
$221,931
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HORAN SECURITIES, INC.

Notes to Statement of Financial Condition
December 31, 2002

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 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 disclosures 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 these estimates.

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

Commissions receivable - Receivables represent commissions due on trades of mutual
fund investments and annuities. Commissions receivable are generally expected to be
collected within 30 days of the trade date. Based upon the nature of these receivables and .
historical collection information, an allowance for doubtful accounts is not required.

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

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.
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HORAN SECURITIES, INC.

Notes to Statement of Financial Condition
December 31, 2002

Related parties

Horan Associates, Inc., which is owned by the majority shareholder of Horan Securities,
Inc., provides certain administrative support for the Company.

Retirement plan

The Company has a qualified, defined contribution plan covering substantially all of its
employees. Contributions under the Plan are determined annually by the Company.
Participants may contribute to the 401(k) feature up to the maximum allowed by the
Internal Revenue Code. Retirement plan expense amounted to approximately $60,000 in
2002.

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, 2002 the Company had net capital of $40,278,
which exceeded the minimum required amount by $15,278, and the Company's ratio of
aggregate indebtedness to net capital was 2.93 to 1.

Contingencies

Effective March 1, 2002, the Company entered into a consulting agreement with a
shareholder and former employee. Under the terms of this agreement the Company is
contingently liable, through March 2007, to pay the former employee a percentage of
certain future commissions collected. The Company has estimated this contingent liability
will total approximately $440,000 ($135,000 annually) and will be paid monthly as
commissions are collected.
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