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OATH OR AFFIRMATION

I, James R, Hendricks

» swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Horan Securities, Inc. , as
of December 31 . 2018 , are true and correct. | further swear {or affiom) that
neither the company nor any partner, proprietor, principal officer or director has any proprielary intercst in any account
classificd solely ay that of a customer, except as {ollows:

‘_u\“ilh'.’ .
AN e MOON Ty
oé@‘* N Q._ O , [ "Q
2 N U o Signature
JAMIE E_ SOWERS MOON Chief Financial Officer

Notary Public, Stk of Oblo Title
Commigsion Exphos 05-21.2622

\\

%
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Jnand
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“Tafagfasi9
This report ** contains (check all applicable boxes):

(a) Facing Page.

| (¢) Statement of Income (LLoss),
(d) Statement of Changes in Financial Condilion.
/] (c) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capitat.
(D) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.
(g) Computation of Net Capital,
() Computation for Determination of Reserve Requircments Pursuant 1o Rule 15¢3-3,
(i} Information Relating to the Possession or Cuntrol Requirements Under Rule 15¢3-3.
(i} A Reconciliation, including appropriate explanation of the Coimputation 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,

D (k) A Reconciliation between the audited and unaudited Statements of Finanecial Condition with respect to methods of
cansolidation.

(I} An Oath or Afilrmation.
| | (m) A copy of the SIPC Supplemental Report.
L]

{n) Areport describing any material inadequacics found to exist or found to have cxisted since the date of the previous audit.

*¥For conditions of confidential ireatment of certain portions of this filing, see section 248, 17a-5(e)(3),
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CPAs & ADVISORS

Report of Independent Registered Public Accounting Firm

Board of Directors and Stockholders
Horan Securities, Inc.

Opinion on the Financial Statements

We have audited the accompanying statements of financial condition of Horan Securities, Inc. (“the
Company”) as of December 31, 2018 and 2017, the related statements of operations, stockholders' equity,
subordinated borrowings, and cash flows for the years then ended, and the related notes and computation
of Net Capital Pursuant to Rule 15¢3-1 (collectively referred to as the “financial statements”). In our opinion,
the financial statements present fairly, in all material respects, the financial position of Horan Securities,
Inc. as of December 31, 2018 and 2017, and the results of its operations and its cash flows for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company’s financial statements based on our audits. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (“PCAOB”) and are
required to be independent with respect to the Company in accordance with the U.S. federal securities
laws and the applicable rules and regulations of the Securities and Exchange Commission and PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonabie assurance about whether the financial statements are
free of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and
performing procedures that respond to those risks. Such procedures included examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements. Our audits also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a
reasonable basis for our opinion.

MCM CPAs & Advisors LLP

Kentucky P 513.579.1717 | F 513.579.1729
201 East Fifth Street | Suite 2100 | Cincinnati, OH 45202
www.mcmepa.com | 888.587.1719

Ohio A Member of PrimeGlobal ~ An Association of Independent Accounting Firms

Indiana



Report of Independent Registered Public Accounting Firm (Continued)
Auditor’s Report on Supplemental Information

The Computation of Net Capital Pursuant to Rule 15¢3-1 has been subjected to audit procedures
performed in conjunction with the audits of Horan Securities, Inc.'s financial statements. The supplemental
information is the responsibility of Horan Securities, Inc.'s management. Our 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, the supplemental information
is fairly stated, in all material respects, in relation to the financial statements as a whole.

We have served as Horan Securities, Inc.’s auditor since 2016.

JITE £244 € APvrsons wim

Cincinnati, Ohio
February 27, 2019



Horan Securities, Inc.
Statements of Financial Condition
December 31,2018 and 2017

ASSETS

Cash and cash equivalents
Restricted cash

Investment securities, at fair value
Commissions receivable

Fees receivable

Prepayments

Deferred income tax asset
Refundable income taxes

Other assets

Goodwill

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Accounts payable
Accrued expenses
Deferred income tax liability

TOTAL LIABILITIES
COMMITMENTS, CONTINGENCIES AND GUARANTEES:
Subordinated Borrowing

TOTAL COMMITMENTS, CONTINGENCIES AND
GUARANTEES: SUBORDINATED BORROWING

STOCKHOLDERS’ EQUITY

Common stock:
Class A, voting, 680 shares authorized; 450 shares issued and
outstanding
Class B, non-voting, 170 shares authorized, 125 and 50 shares issued
and outstanding in 2018 and 2017, respectively

Stock subscription receivable

Additional paid-in capital

Accumulated deficit

TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

2018 2017
$ 447733 § 557,989
- 7,955

85,648 80,672
137,526 97,958
161,318 160,752
78,183 40,817
40,000 -
5,000 10,150
3,871 -
352,498 -

$ 1311777 $ 956293
$ 13972 $ 38,628
591,184 387,383

- 1,000

605,156 427,011
300,000 -
300,000 -
293,000 293,000
(215,750) -
564,375 240,750
(235,004) (4,468)
406,621 529,282

$ 1311777 $ 956293

The accompanying notes are an integral part of the financial statements.
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Horan Securities, Inc.
Statements of Operations
Years Ended December 31, 2018 and 2017

2018 2017
REVENUE
Commissions $ 3,497,271 $ 2,806,743
Investment advisory fees 1,898,682 1,664,489
Change in unrealized gains on investment securities 4,976 10,196
Interest and dividends 13,090 2,916
5,414,019 4,484,344
OPERATING EXPENSES
Commissions, salaries and related benefits 4,234,684 3,354,433
Other general and administrative expenses 1,471,353 1,206,466
5,706,037 4,560,899
LOSS BEFORE PROVISION
FOR INCOME TAXES (292,018) (76,555)
Income tax benefit (61,482) (5,150)
NET LOSS : $ (230,536) $§ (71,405

The accompanying notes are an integral part of the financial statements.
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Horan Securities, Inc.
Statements of Changes in Subordinated Borrowings
Years Ended December 31, 2018 and 2017

2018 2017
Subordinated borrowings at January 1, 2018 $ - $ -
Increases:
Issuance of subordinated notes 300,000 -
Decreases:
Payment of subordinated notes - -
Subordinated borrowings at December 31, 2018 $ 300,000 $ -

The accompanying notes are an integral part of the financial statements.
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Horan Securities, Inc.
Statement of Changes in Stockholders' Equity
Years Ended December 31, 2018 and 2017

Retained
Common Stock Earnings Total
Class A Class B Additional Paid-  Subscriptions (Accumulated Stockholders'
Shares Shares Amount In Capital Receivable Deficit) Equity
BALANCE - December 31, 2016 450 - $ 293,000 $ 25,000 $ - $ 66937 ' $§ 384937
Class B Non-voting shares granted - 50 - 215,750 - - 215,750
Net Loss - - - - - (71,405) (71,405)
BALANCE - December 31, 2017 450 50 293,000 240,750 - (4,468) 529,282
Class B Non-voting shares granted - 25 - 107,875 - - 107,875
Class B Non-voting issued through
subscription agreement - 50 - 215,750 (215,750) - -
Net Loss - - - - - (230,536) (230,536)
BALANCE - December 31, 2018 450 125 $ 293,000 $ 564,375 $ (215,750 $  (235,004) $ 406,621

The accompanying notes are an integral part of the financial statements.
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Horan Securities, Inc.
Statements of Cash Flows
Years Ended December 31, 2018 and 2017

2018 2017
OPERATING ACTIVITIES
Net loss $ (230,536) $ (71405)

Adjustments to reconcile net loss to net cash flows (used in) provided by operating

activities -

Stock compensation expense Class B shares issued 107,875 215,750
Change in unrealized gains on investment securities (4,976) (10,196)

Changes in assets and liabilities:

Commissions receivable (39,568) 28,405
Fees receivable (566) (6,597)
Prepayments (37,366) (430)
Refundable income taxes 5,150 (10,150)
Deferred income taxes (41,000) -
Other Assets (3,871) -
Accounts payable (24,656) (7,792)
Accrued expenses 203,801 (16,536)
Income taxes payable - (28,473)

Net cash flow (used in) provided by Operating Activities (65,713) 92,576
INVESTING ACTIVITIES

Payment for purchase of life insurance segment from Horan Associates (52,498) -

Net cash used in Investing Activities (52,498) -
NET CHANGE IN CASH AND CASH EQUIVALENTS (118,211) 92,756
CASH, CASH EQUIVALENTS AND RESTRICTED CASH - beginning of year 565,944 473,368
CASH, CASH EQUIVALENTS AND RESTRICTED CASH - end of year $ 447,733 $ 565944
SUPPLEMENTAL CASH FLOWS DISCLOSURE
INFORMATION

Income taxes paid $ - $ 5,000

Noncash Investing Activity-acquisition of life insurance from Horan Associates $ 300,000 $ -

Noncash Financing Activity-subscription receivable for issuance of 50 Class B

non-voting shares : $ 215,750 $ -

The accompanying notes are an integral part of the financial statements.
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 1-NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The significant accounting policies and practices followed by the Company are as follows:

DESCRIPTION OF BUSINESS - Horan Securities, Inc., an Ohio corporation, operates as a broker-dealer and is a
member of the Financial Industry Regulatory Authority (FINRA) and an investment advisor registered with the
State of Ohio Division of Securities. The Company is a broker of mutual funds, annuities and other securities and
is licensed to operate in twenty-three states. The Company does not carry security accounts for customers or perform
custodial functions relating to customer securities. The Company's office is located in Cincinnati, Ohio.

CASH AND CASH EQUIVALENTS - The Company considers all money market accounts and highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents. The Company maintains at
various financial institutions cash and cash equivalent accounts which may periodically exceed federally insured
amounts. The following table provides a reconciliation of cash, cash equivalents and restricted cash within the
Statement of Financial Condition that sum to the total of the same amounts shown in the Statement of Cash Flows.

2018 2017
Cash and cash equivalents $447,733 $557,989
Restricted cash - 7,955

$447,733 $565,944

RESTRICTED CASH - Restricted cash represents all cash held in a special reserve bank account for the exclusive
benefit of customers, in accordance with Rule 15¢3-3 of the Securities Exchange Act of 1934.

ADOPTION OF NEW ACCOUNTING STANDARD AND RECLASSIFICATION - During 2017, the Company
adopted ASU 2016-18 Statement of Cash Flows-Restricted Cash to enhance the presentation of the cash position in
the Statement of Cash Flows. This standard has been applied retrospectively, and, as a result, certain amounts have
been reclassified from prior year with no impact on net (loss) income or total assets and stockholders’ equity.

In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers: Topic 606, to supersede nearly
all existing revenue recognition guidance under GAAP. ASU 2014-09 also requires new qualitative and quantitative
disclosures, including disaggregation of revenues and descriptions of performance obligations. The Company
adopted the provisions of this guidance on January 1, 2018 using the modified retrospective approach. The
Company has performed an assessment of its revenue contracts and has not identified any material changes to the
timing or amount of its revenue recognition under ASU 2014-09. The Company's accounting policies did not change
materially as a result of applying the principles of revenue recognition from ASU 2014-09 and are largely consistent
with existing guidance and current practices applied by the Company.

INVESTMENT SECURITIES - The Company's investment securities are reported at fair value, with unrealized
gains and losses recognized in operations. Realized gains and losses on sales of securities are recognized on the
trade date using the specific identification method.



HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 1 — NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

FAIR VALUE MEASUREMENTS - Fair value is defined as 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. Accounting
principles generally accepted in the United States of America establish a fair value hierarchy, which gives the
highest priority to observable inputs such as quoted prices in active markets for identical assets or liabilities (Level
1), the next highest priority to inputs from observable data other than quoted prices (Level 2) and the lowest priority
to unobservable inputs (Level 3). Inputs are broadly defined as assumptions market participants would use in pricing
an asset or liability.

There have been no transfers of assets between these fair value measurement classifications in 2018 or 2017. The
reported amounts of cash and cash equivalents, restricted cash, commissions receivable, fees receivable,
prepayments, deferred tax assets, refundable income taxes, accounts payable, accrued expenses, and deferred
income tax liability approximate their fair values because of the short-term nature of these instruments.

The following table summarizes the Company’s financial assets and financial liabilities measured at fair value on a
recurring basis at December 31, 2018:

Quoted Prices Significant

in Active Other Significant
Markets for Observable  Unobservable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets
Equity securities $ 85648 $ 85648  § - $ -
Goodwill 352,498 - - 352,498
Total assets at fair value $438,146 §$ 85648 $ - $ 352498
Liabilities
Subordinated borrowings $300,000 $ - $ - $ 300,000
Total Liabilities at fair value ~ $300,000 § - $ - $ 300,000




HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 1 — NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES — continued

The following table summarizes the Company’s financial assets and financial liabilities measured at fair value on a
recurring basis at December 31, 2017:

Quoted Prices Significant

in Active Other Significant
Markets for Observable  Unobservable
Identical Assets Inputs Inputs
Total (Level 1) (Level 2) (Level 3)
Assets
Equity securities $ 80,672 $ 80672 $ - $ -
Total assets at fair value $ 80,672 $ 80,672 $ - $ -

REVENUE RECOGNITION - The Company recognizes commission revenue and expenses arising from securities
transactions when earned on a transaction date basis. The Company recognizes investment advisory fee income in
the period that the investment advisory service is performed by applying fee schedules to clients’ periodic account
balances.

The Company generates two types of commission revenue: sales-based commission revenue that is recognized at
the point of sale on the trade date and trailing commission revenue that is recognized as earned. Sales-based
commission revenue varies by investment product and is based on a percentage of an investment product's current
market value at the time of purchase. Trailing commission revenue is generally based on a percentage of the current
market value of clients' investment holdings in trail-eligible assets and is recognized in the period the services are
performed.

COMMISSIONS AND FEES RECEIVABLE - Commissions receivable principally represent commissions due on
purchases and sales of mutual fund investments and annuities from members of the Securities Investors Protection
Corporation. The Company performs ongoing evaluations of the creditworthiness of these companies and generally
does not require collateral to support receivables. Commissions receivable are generally expected to be collected
within thirty days of the trade date. Management has assessed that, based on the nature of these receivables and
historical collection information, an allowance for doubtful accounts is not necessary. Fees receivable principally
represent fees due from investment advisory accounts which are generally collected within ten business days after
each month-end. The Company receives 12b-1 fees associated with the sale of certain mutual funds. 12b-1 fee
revenue totaling $757,590 was recognized in 2018 and $703,310 was recognized in 2017.
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 1 —-NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

INCOME TAXES — The Company accounts for income taxes in accordance with ASC provisions for income taxes.
Under the asset and liability method, deferred tax assets and liabilities are recognized for the estimated future tax
effects attributed to temporary differences between book and tax bases of assets and liabilities and for carryforward
items. The measurement of current and deferred tax assets and liabilities is based on enacted law. Deferred tax
assets are reduced, if necessary, by a valuation allowance for the amount of tax benefits that may not be realized.
As of December 31, 2018 and 2017, the Company had determined that a valuation allowance was not necessary.

The benefit of a tax position is recognized in the financial statements in the period during which, based on all
available evidence, management believes it is more likely than not that the position will be sustained upon
examination, including the resolution of appeals or litigation processes, if any. Tax positions that meet the
more-likely-than-not recognition threshold are measured as the largest amount of tax benefit that is more than 50%
likely of being realized upon settlement with the applicable taxing authority. As of December 31, 2018 and 2017,
the Company has not recognized liabilities for uncertain tax positions or associated interest and penalties. The
Company’s policy for interest and penalties on material uncertain tax positions recognized in the financial
statements is to classify these as interest expense and operating expense, respectively.

The Company files income tax returns in the U.S. federal and various state and local jurisdictions. Since tax matters
are subject to some degree of uncertainty, there can be no assurance that the Company’s tax returns will not be
challenged by the taxing authorities and that the Company will not be subjected to additional tax, penalties and
interest as a result of such challenge. The Company’s tax returns open for examination are from 2015-2018.

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 disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of income and expenses during the reporting period. Actual results could differ
from those estimates.

ADVERTISING - Advertising costs are expensed as incurred and totaled $91,274 and $63,799 for 2018 and 2017,
respectively.

GOODWILL - During 2018, as a result of business acquisition, the Company recognized $352,498 of goodwill.
The Company does not amortize goodwill but tests it at least annually for impairment in accordance with the
ASC. The Company will recognize an impairment charge if the carrying amount of a reporting unit exceeds its fair
value and the carrying amount of the goodwill exceeds the implied fair value of that goodwill. The Company uses
a market approach, when available and appropriate, or the income approach, or a combination of both to establish
fair value.
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 1 -NATURE OF ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES - continued

SUBSEQUENT EVENTS - The Company has evaluated subsequent events for potential recognition and disclosure
through the date of the Report of Independent Registered Public Accounting Firm, which represents the date the
financial statements were available to be issued.

RECENT ACCOUNTING PRONOUNCEMENTS - In February 2016, the FASB issued ASU 2016-02, Leases.
The standard requires all leases with lease terms over 12 months to be capitalized as a right-of-use asset and lease
liability on the balance sheet at the date of lease commencement. Leases will be classified as either finance or
operating. This distinction will be relevant for the pattern of expense recognition in the income statement. This
standard will be effective for the calendar year ending December 31, 2019. No material impact to the financial
statements will be associated with the adoption of this pronouncement.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments-Credit Losses. The standard requires a
financial asset (including trade receivables) measured at amortized cost basis to be presented at the net amount
expected to be collected. Thus, the income statement will reflect the measurement of credit losses for newly-
recognized financial assets as well as the expected increases or decreases of expected credit losses that have taken
place during the period. This standard will be effective for the calendar year ending December 31, 2020.

The Company is currently in the process of evaluating the impact of adoption of these ASUs on the financial
statements.

NOTE 2 - INVESTMENT SECURITIES

As of December 31, 2018, investment securities are summarized as follows:

Gross Gross
Unrealized  Unrealized Fair
Cost Gains Losses Value
NASDAQ OMX Group Inc. common stock -
1050 shares $ 20,063 $ 65585 $ - $ 85,648

As of December 31, 2017, investment securities are summarized as follows:

Gross Gross
Unrealized  Unrealized Fair
Cost Gains Losses Value
NASDAQ OMX Group Inc. common stock -
1050 shares $ 20,063 $ 60609 § - $ 80,672
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 3 - LEASE

The Company has an annual agreement with a company related by common ownership and management to assume
responsibility for a certain portion of the operating lease for office space. This agreement expires at the end of
February 2019 and is expected to be renewed under similar terms.

Rent expense totaled $133,078 and $98,552 for 2018 and 2017, respectively.

NOTE 4 - INCOME TAXES

The provision for income taxes consists of the following:

2018 2017
Current
Federal benefit $ (24,632) $ (5,150)
State and local provision 2,150 -
(22,482) (5,150)
Deferred benefit (39,000) -

$ (61482 § (5150

The components of deferred income taxes inciuded in the statements of financial condition are as follows:

2018 2017
Deferred tax assets (liabilities)
Trading securities $ (12,000) $  (11,000)
Loss carryforward 44,000 -
Contribution carryforward 8,000 11,000
Valuation allowance - (1,000)

$ 40000 $ (1,000

The following is a reconciliation of income taxes at expected statutory rates to the (benefit) provision recorded in
the accompanying statement of operations:

2018 2017
Tax benefit at statutory rates $  (69,908) $  (11,303)
Non-deductible expenses 8,426 5,629
Other - 524

$ (61482) $  (5,150)
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 4 - INCOME TAXES - continued

As of December 31, 2018, the Company had approximately $36,500 of federal charitable contribution
carryforwards. The charitable contribution carryforwards, if not utilized, will fully expire in 2023.

NOTE 5 - BENEFIT PLAN

The Company has a 401(k) defined contribution plan covering substantially all employees, which allows for
participant contributions and Company contributions at the discretion of the Board of Directors. Company
contributions totaled approximately $237,000 and $165,000 for 2018 and 2017, respectively.

NOTE 6 - RELATED PARTY TRANSACTIONS

The Company agreed to purchase the non-variable life insurance business segment from Horan Associates, Inc.
effective March 1,2018. The Company engaged a third party to perform a valuation of the segment which resulted
in a purchase price of $352,498. Terms of the purchase included a cash payment of $52,498 in April 2018 and a
$300,000 note payable over a 4-year term. Other transactions with related parties are as follows:

~ 2018 2017
Company with common ownership and management

Management fees paid to affiliates $ 10,000 $ 60,000
Shared service fees paid to affiliates $ 283317 $ 197,591
Shared service fees received from affiliates $ 84318 § 51,992
Rent paid to affiliates $ 133,078 $ 98,552
Accrued interest owed to affiliate for acquisition of life insurance

business segment $ 11,550 $ -

A company related by common ownership and management provides certain administrative support and office
facilities for the Company. The companies have agreed to allocate certain expenses based on various business
factors. The affiliate pays these shared services of the Company, and the Company reimburses the affiliate for its
share of all expenses on a monthly basis. Similarly, the Company receives reimbursement from the affiliate who
utilizes certain compliance and wealth planning services that the Company provides.

NOTE 7 - NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934, the Company is
required to maintain minimum net capital, as defined under such provisions. Net capital and the related net capital
ratio may fluctuate daily. The Company's minimum net capital requirement totaled $25,000 as of December 31,
2018 and 2017, and its defined net capital and aggregate indebtedness to net capital ratio totaled $132,790 and 2.99
to 1 as of December 31, 2018, and $426,804 and .65 to 1 as of December 31, 2017.

NOTE 8 — RISKS AND UNCERTAINTIES
A significant portion of the Company’s business is from customers in the greater Cincinnati, Ohio area.
Accordingly, the occurrence of any adverse economic conditions, including an adverse regulatory climate in the

area could have a material adverse effect on the Company’s business.
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 9 - CAPITAL TRANSACTIONS

During 2017, the Company’s sole stockholder and the Board of Directors initiated a Stock Bonus Plan whereby two
existing employees were each granted 5% equity. This transaction included the creation of two classes of stock.
The existing 75 common shares were converted to 450 Class A voting shares. The Board also approved the
creation of a second class of non-voting stock and authorized 170 shares of Class B stock. The new equity holders
each received 25 Class B non-voting shares. During 2018 the Company added another Class B shareholder who
received 25 Class B non-voting shares from the Stock Bonus Plan. The Company also issued 25 shares each to the
other Class B shareholders through a Stock Subscription Agreement and Promissory Note payable over a 4-year
term. Each note requires four annual payments on the anniversary of the note including accrued interest calculated
at the prime rate plus 1% and matures on July 30, 2022,

Compensation expense of $107,875 and $215,750 was recognized in 2018 and 2017, respectively for the issuance
of these shares based upon a third party valuation of the Company. This valuation established the fair value
$2,157,570. Multiple factors were considered in the valuation including but not limited to historical and projected
results, a base discount rate of 21%, business stability risk of 3.5%, client stability risk of 1.5% and market exposure
risk of 2.3% and a minority shareholder discounts of 25%. Under terms of the Stock Bonus Plan the three
shareholders may purchase additional shares in future years if the Company achieves certain revenue and
profitability targets.

NOTE 10 — CLOSE CORPORATION AGREEMENT

In conjunction with the issuance of Class B non-voting shares discussed in Note 9, the Company adopted a Close
Corporation Agreement. The Agreement provides all relevant terms for the disposition of shares as well as
standard provisions for non-solicitation and confidentiality.

NOTE 11 — BUSINESS COMBINATION IN RELATION TO SUBORDINATED BORROWINGS

Effective March 1, 2018 the Company purchased from Horan Associates, Inc., a related party, the non-variable life
insurance business segment, valued at $352,498. The Company engaged a third party to perform the valuation of
the segment. The value was determined using commission income from renewals over a 10 year run-off period.
This projected after-tax cash flow was then discounted assuming a 17% discount rate. The Company completed the
transaction by paying $52,498 in cash and issuing subordinated borrowings for $300,000, as described in Note 12.
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HORAN SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS - continued

NOTE 12 — SUBORDINATED BORROWINGS

The outstanding borrowing under subordination agreement at December 31, 2018 total $300,000 and bear interest
at 5.5%. The first payment is due May 1, 2018, including principal of $69,608 plus accrued interest from inception
until payment date. Subsequent to the first payment the remaining note will be paid in 36 equal installments of
$6,973, consisting of principal and interest, maturing May 30, 2022. Future principal payments for the years ending
December 31 are as follows:

2019 $ 117,168
2020 73,500
2021 79,758
2022 29,574
8 300000

The subordinated borrowings are with related parties and are available in computing net capital under the SEC’s
uniform net capital rule. To the extent that such borrowings are required for the Company’s continued compliance
with minimum net capital requirements, they may not be repaid. The fair market value of the subordinated
borrowing approximates $300,000.
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Horan Securities, Inc.
Computation of Net Capital Pursuant to Rule 15¢3-1
December 31, 2018 and 2017

2018 2017
Net capital
Total stockholder's equity $ 406,621 $ 529,282
Add allowable credits -
Subordinated debt 300,000 -
Profit sharing accrual 207,930 151,742
507,930 151,742
Less non-allowable assets -
Non-allowable receivables 254,238 190,865
Prepayments and other assets 504,170 45,817
Less haircuts on securities -
Marketable securities 23,353 17,538
781,761 254,220
Net capital $ 132,790 $ 426,804
Aggregate indebtedness
Accounts payable $ 13,971 $ 38,628
Accrued expenses 591,184 388,383
Less: exclusion for profit sharing accrual (207,930) (151,742)

$ 397,225 $ 275269

Percentage of aggregate indebtedness to net capital 299% 64%

Minimum net capital required to be maintained (greater of $25,000 or
6-2/3% of aggregated indebtedness) $ 26,482 $ 25,000

Excess net capital $ 106,308 $ 401,804

Excess net capital at 1000% (net capital less the greater of 10% of
aggregate indebtedness or 120% of minimum net capital requirement) $ 93,067 $ 396,804

Reconciliation with Company's computation (included in Part IT of Form
X-17A-5 as of December 31, 2018)

Net capital, as reported in Company's Part IIA (Unaudited) FOCUS report $ 132,790 $ 426,804

Net capital per above $ 132,790 $ 426,804

* 2018 represents the amended FOCUS report
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CPAs & ADVISORS

Report of Independent Registered Public Accounting Firm

To the Board of Directors of
Horan Securities, Inc.

We have reviewed management's statements, included in the accompanying Horan Securities, Inc. Exemption Report,
in which (1) Horan Securities, Inc. identified the following provisions of 17 C.F.R. §15¢3-3(k) under which Horan
Securities, Inc. claimed an exemption from 17 C.F.R. §240.15¢3-3:(k)(2)(i) (the "exemption provisions") and (2)
Horan Securities, Inc. stated that Horan Securities, Inc. met the identified exemption provisions throughout the most
recent fiscal year without exception. Horan Securities, 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

Horan Securities, 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
(&)(2)(i) of Rule 15¢3-3 under the Securities Exchange Act of 1934.

MM LPhs € APvrsocs vin

Cincinnati, OH

February 27, 2019
MCM CPAs & Advisors LLP
Kentucky P 513.579.1717 | F 513.579.1729
s 201 East Fifth Street | Suite 2100 | Cincinnati, OH 45202
Indiana

www.mcmepa.com | 888.587.1719
Ohio A Member of PrimeGlobal - An Association of Independent Accounting Firms



HOR AN Health. Wealth. Life.

January 24, 2019

Securities and Exchange Commission
Registrations Branch

Mail Stop 8031

100 F Street, NE

Washington, DC 20549

Paragraph (k)(2)(i) of SEC Rule 15¢3-3 states the provisions of Rule 15¢3-3 shall not be applicable to a

broker or dealer:

Who carries no margin accounts, promptly transmits all customer funds and delivers all
securities received in connection with its activities as a broker or dealer, does not
otherwise hold funds or securities for, or owe money or securities to, customers and
effectuates all financial transactions between the broker or dealer and its customers
through one or more bank accounts, each to be designated as “Special Account for the
Exclusive Benefit of Customers of {name of the broker or dealer})”;

Horan Securities, fnc. has met the exemption provision stated above for the fiscal year ended December
31, 2018, with no exceptions.

Sincerely,

Lo Q{dsd

./
James R. Hendricks
VP, CFO and Financial Operations Principal

cc:
Securities and Exchange Commission, Chicago Regional Office

FINRA

Regional Offices
2460 Kettorng Joses, 40 North Musn Street 27 Geandview Derne, Suite 304 B ¢ Eackviay. St 10l
Diiytun, Ohsn 45¢2) Foct Whtehad, Ketttucky 3107 Thih RN N
937 6103700 859 672500 514 234404
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CPAS-&-ADWHISORS

Report of Independent Registered Public Accounting Firm
On Applying Agreed-Upon Procedures

To the Board of Directors of
Horan Securities, Inc.

We have performed the procedures included in Rule 17a-5(e)(4) under the Securities Exchange Act of 1934 and in
the Securities Investor Protection Corporation (SIPC) Series 600 Rules, which are enumerated below and were
agreed to by Horan Securities, Inc. and the SIPC, solely to assist you and SIPC in evaluating Horan Securities,
Inc.'s compliance with the applicable instructions of the General Assessment Reconciliation (Form SIPC-7) for the
year ended December 31, 2018. Horan Securities, Inc.'s management is responsible for its Form SIPC-7 and for
compliance with those requirements. This agreed-upon procedures engagement was conducted in accordance with
standards established by the Public Company Accounting Oversight Board (United States) and 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 the listed assessment payments in Form SIPC-7 with respective cash disbursement records entries,
noting no differences;

2)  Compared the Total Revenue amount reported on the Annual Audited Report Form X-17A-5 Part IlI for the
year ended December 31, 2018 with the Total Revenue amount reported in Form SIPC-7 for the year ended
December 31, 2018, noting no differences;

3)  Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers, noting
no differences;

4)  Recalculated 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.

We were not engaged to, and did not conduct an examination or review, the objective of which would be the
expression of an opinion or conclusion, respectively, on Horan Securities, Inc.'s compliance with the applicable
instructions of the Form SIPC-7 for the year ended December 31, 2018. Accordingly, we do not express such an
opinion or conclusion. 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.

M M &P f’/z&’/'su,_‘ wn

Cincinnati, Ohio
February 27,2019

MOCM CPAs & Advisors LLP
Kentucky P513.579.1717 | F 51
Indiana 201 East Fifth Street | Suit Cingii
Ohio



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 %%sg%glggéoo.c» 20090-2185

General Assessment Recanciliation

SIPG-7

{36-REV 12/18)

SIPG-7

(36-REV 12/18)

Foy the liseal year ended 12/31/2018
{Read carefully the insteuctions in your Working Copy betore completing this Form)

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 172-5:
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. malling label requirss correction, please g-mail
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DETERMINATION OF “SIPC NET OPERATING REVENUES®
AND GENERAL ASSESSMENT
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