
 

 

      

 

 

 

 

 

 

 

    M HOLDINGS SECURITIES, INC.  
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated) 

Financial Statements and Supplementary Information 
Pursuant to SEC Rule 17a-5 

December 31, 2019 and 2018 

(With Report of Independent Registered Public Accounting Firm Thereon) 

 

 

 



Ul'll.TEDSTATES
SECURITIESANDEXCHANGECOMMISSION

Washington, D.C. 20549

ANNUAL AUDITED REPORT 

FORM X-17 A-5 

PARTIII 

FACING PAGE

0MB APPROVAL 
0MB Number: 3235-0123 
Expires: August 31, 2020 
Estimated average burden 
hours per response ...... 12.00 

SEC FILE NUMBER 

Information Required of Brokers and Dealers Pursuant to Section 17 of the 
Securities Exchange Act of 1934 and Rule l 7a-5 Thereunder 

REPORT FOR THE PERIOD BEGINNING __ 0_1_/_0_1_/1_9 ____ AND ENDING __ 1_2_/3_1_/_1_9 ____ _
MM/DDNY 

A. REGISTRANT IDENTIFICATION

NAME oF BROKER-DEALER: M Holdings Securities, Inc. 

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
1125 NW Couch Street, Suite 900 Portland OR 

( No. and Street) 

(City) (Stale) 

MM!DD/YY 

OFFICIAL USE ONLY 

FIRM l.D. NO. 

97209 
(Zip Code) 

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT
Maria Roger., 503--232-6960 

B. ACCOUNT ANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNT A..'IT whose opinion is contained in this Report*
Baker Tilly Virchow Krause, LLP 

777 E Wisconsin Ave 
{Address) 

CHECK ONE:
!✓!certified Public Accountant

(Name -· ([imfiviclual. state last. first, 111idd/-, 11<1111e) 

Milwaukee 
(City) 

aPublic Accountant 
Accountant not resident in United States or any of its possessions.

FOR OFFICIAL USE ONLY 

(A!'eu Code-· Telephone Number) 

WI 53202 
(Stale) (Zip Code) 

"'Claims for exemption from the requirement that the annual re.port be covered by the opinion of an independent public accountant 
must be supported by a statement ojfacts and circumstances relied on as the basis.for the exemption. See Section 240.17a-5(e)(2) 

SEC 1410 (06-02)
Potential persons who are to respond to the collection of 
Information contained in this form are not required to respond 
unless the form displays a current1y valid 0MB control number. 

8-50214





 

 

M HOLDINGS SECURITIES, INC. 
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated) 

December 31, 2019 and 2018 

Table of Contents 

Page(s) 

Report of Independent Registered Public Accounting Firm 1  

Financial Statements: 

Statements of Financial Condition 2 

Statements of Operations 3 

Statements of Changes in Stockholder’s Equity 4 

Statements of Cash Flows 5 

Notes to Financial Statements 6 – 13 

Supplementary Information Pursuant to Rule 17a-5 of the Securities Exchange Act of 1934 

Schedule I – Computation of Net Capital under Rule 15c3-1 of the Securities and Exchange 
Commission 15 

Schedule II – Computation for Determination of Reserve Requirement and Information Relating 
to Possession or Control Requirements under Rule 15c3-3 of the Securities and Exchange 
Commission 16 

 

 

  

 



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors, and Audit Committee of M Holdings Securities, Inc.:

Opinion on the Financial Statements

We have audited the accompanying statements of financial condition of M Holdings Securities, Inc. (the
"Company") as of December 31, 2019 and 2018, the related statements of operations, changes in stockholder's
equity, and cash flows for the years then ended, and the related notes (collectively referred to as the "financial
statements"). In our opinion, the financial statements present fairly, in all material respects, the financial position
of the Company as of December 31, 2019 and 2018, 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 the 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 reasonable 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.

Supplementary Information Pursuant to Rule 17A-5 of the Securities Exchange Act of 1934

The supplemental information has been subjected to audit procedures performed in conjunction with the audit of
the Company's financial statements. The supplemental information is the responsibility of the Company'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 Rule 17A-5 of the Securities Exchange Act of 1934. 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 the Company's auditor since 2015.
Milwaukee, Wisconsin
February 26, 2020
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Baker Tilly Virchow Krause, LLP trading as Baker Tilly is a member of the global network of Baker Tilly International Ltd., the members of which are 
separate and independent legal entities.  
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M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Statements of Financial Condition

December 31, 2019 and 2018

Assets 2019 2018

Cash and cash equivalents $ 13,937,096    $ 9,469,801   
Commissions receivable 6,597,192    5,127,269   
Accounts receivable 490,203    1,109,890   
Deposits with clearing organizations and others (note 2) 145,011    145,011   
Prepaid expenses and other assets 16,768    56,857   

Total assets $ 21,186,270    15,908,828   

Liabilities and Stockholder's Equity
Liabilities:

Commissions payable $ 15,685,285    $ 9,128,556   
Payable to Parent (note 4) 3,020,749    2,101,078   
Other liabilities 49,809    1,103,868   

Total liabilities 18,755,843    12,333,502   

Stockholder’s equity:
Common stock, no par value. Authorized 1,000 shares;

issued and outstanding 10 shares 25,000    25,000   
Additional paid-in capital 39,053,696    36,353,696   
Accumulated deficit (36,648,269)   (32,803,370)  

Total stockholder’s equity 2,430,427    3,575,326   

Total liabilities and stockholder’s equity $ 21,186,270    $ 15,908,828   

See accompanying notes to financial statements.



 

3 

 

M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Statements of Operations

Years ended December 31, 2019 and 2018

2019 2018

Revenues:
Insurance commissions $ 133,639,106    $ 139,673,254   
Investment advisory fees 27,772,068    25,836,193   
Mutual fund commissions 3,453,051    4,202,952   
Supervisory fees 3,209,730    3,339,735   
Investment fees 1,107,949    1,246,893   
Securities commissions 812,301    782,869   
Other income 572,499    600,433   
Investment income 83,144    60,602   

Total revenues 170,649,848    175,742,931   

Expenses:
Registered representative compensation 156,780,945    161,244,830   
Employee compensation and benefits 9,391,493    8,961,576   
Outside professional services 3,591,399    3,430,994   
Office 3,156,557    3,252,538   
General and administrative 1,084,953    922,892   
Other 252,137    227,878   
Travel 237,263    173,077   

Total expenses 174,494,747    178,213,785   

Net loss $ (3,844,899)   $ (2,470,854)  

See accompanying notes to financial statements.
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M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Statements of Changes in Stockholder’s Equity

Years ended December 31, 2019 and 2018

Additional
Common stock paid-in Accumulated

Shares Amount capital deficit Total

Balances as of 
January 1, 2018 10    $ 25,000    $ 31,178,696    (30,332,516)   $ 871,180   

Capital contributions from Parent —     —     5,175,000    —     5,175,000   

Net loss —     —     —     (2,470,854)   (2,470,854)  

Balances as of 
December 31, 2018 10    25,000    36,353,696    (32,803,370)   3,575,326   

Capital contributions from Parent —     —     2,700,000    —     2,700,000   
Net loss —     —     —     (3,844,899)   (3,844,899)  

Balances as of 
December 31, 2019 10    $ 25,000    $ 39,053,696    $ (36,648,269)   $ 2,430,427   

See accompanying notes to financial statements.
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M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Statements of Cash Flows

                              Years ended December 31, 2019 and 2018

2019 2018

Cash flows from operating activities:
Net loss $ (3,844,899) $ (2,470,854)
Adjustments to reconcile net loss to net cash

provided by operating activities:
Changes in operating assets and liabilities:

Commissions receivable (1,469,923) 749,146
Accounts receivable 619,687 (987,263)
Prepaid expenses and other assets 40,089 (32,616)
Commissions payable 6,556,729 (358,475)
Payable to Parent 3,619,671 4,635,834
Other liabilities (1,054,059) 1,073,123

Net cash provided by operating activities 4,467,295 2,608,895

Cash and cash equivalents at beginning of year 9,469,801 6,860,906

Cash and cash equivalents at end of year $ 13,937,096 $ 9,469,801

Supplemental cash flow disclosures:
Noncash operating activity - capital contributions from Parent $ 2,700,000 $ 5,175,000

See accompanying notes to financial statements.



M HOLDINGS SECURITIES, INC. 
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated) 

Notes to Financial Statements 

December 31, 2019 and 2018 
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(1) Basis of Presentation and Significant Accounting Policies 

(a) Organization and Nature of Business 

M Holdings Securities, Inc. (the Company), an Oregon corporation, was incorporated on March 21, 
1997. The Company is registered as a securities broker pursuant to the Securities Exchange Act of 
1934 and is a member of the Financial Industry Regulatory Authority (FINRA). The Company is a 
wholly owned subsidiary of M Financial Holdings Incorporated (the Parent). The Company is also a 
Registered Investment Advisor pursuant to the Investment Advisors Act of 1940. The Company has 
been appointed as exclusive agent and distributor for M Fund, Inc., a registered investment company 
and an affiliate of the Parent. M Fund, Inc. offers its shares to separate accounts of certain insurance 
companies as the underlying funding vehicle for certain life insurance policies offered by Member 
Firms. The Company commenced retail operations in May 2000. 

The Company is engaged as an introducing broker-dealer and registered investment adviser, which 
comprises several classes of services, including but not limited to insurance and investment advisory 
business. 

(b) Basis of Presentation 

The financial statements and footnotes have been prepared on the accrual basis of accounting in 
accordance with accounting principles generally accepted in the United States of America (U.S. 
GAAP). 

(c) Revenue Recognition 

Revenues from contracts with customers include both commission and fee income. The recognition 
and measurement of revenue is based on the assessment of individual contract terms. Significant 
judgment is required to determine whether performance obligations are satisfied at a point in time or 
over time, whether multiple performance obligations exist and whether constraints on variable 
consideration should be applied due to uncertain future events.  
 

Commissions 

Commissions and any related clearing expenses are recorded on a trade-date basis as 
transactions occur.  The Company believes that the performance obligation is satisfied on the 
trade date because that is when the underlying financial instrument or purchaser is identified, 
the pricing is fixed and the risk and rewards of ownership have been transferred to/from the 
customer.  Such revenues primarily arise from transactions in insurance products, mutual 
funds and securities. 
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(A Wholly Owned Subsidiary of M Financial Holdings Incorporated) 

Notes to Financial Statements 

December 31, 2019 and 2018 
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Investment Advisory, Investment and Supervisory Fees 

Investment advisory fees are based upon a percentage applied to the assets under 
management (AUM) of a customer’s account.  Investment fees are based upon the total net 
asset value (NAV) of a mutual fund or other pooled investment vehicles in which the 
Company has entered into agreements. These fees are generally received quarterly and are 
recognized as revenue at that point in time as they related specifically to the services 
provided during that period and the Company believes the performance obligation is 
satisfied at that time. Supervisory fees are recognized on a monthly basis. 
 

(d) Accounts Receivable 

Management believes accounts receivable at December 31, 2019 and 2018 are collectible; 
accordingly, no provision for uncollectible accounts has been recorded. 

(e) Cash and Cash Equivalents 

The Company’s cash and cash equivalents consist of bank deposits, money market instruments and 
investments, primarily commercial paper. For purposes of the Statements of Financial Condition and 
Cash Flows, the Company considers all highly liquid debt instruments with a remaining maturity of 
three months or less, when purchased, to be cash equivalents.  The amounts may exceed federally 
insured limits but management does not believe that the Company is exposed to any significant risks. 

(f) Income Taxes 

The Company is included in the consolidated federal income tax return filed by the Parent. The 
Company recognizes deferred income taxes for the tax consequences in future years of the 
differences between the tax bases of assets and liabilities and their financial reporting amounts at 
each year-end, based upon statutory income tax rates applicable to the periods in which the 
differences are expected to affect taxable income. The Company provides a valuation allowance, if 
necessary, to reduce deferred income tax assets, if any, to their estimated realizable values. 

The Company recognizes and measures its unrecognized income tax benefits in accordance with 
FASB ASC 740, Income Taxes. Under that guidance, the Company assesses the likelihood, based on 
their technical merit, that tax positions will be sustained upon examination based on the facts, 
circumstances and information available at the end of each period. The measurement of 
unrecognized income tax benefits is adjusted when new information is available, or when an event 
occurs that requires a change.  As of December 31, 2019 and 2018, the Company did not have any 
unrecognized income tax benefits. 

(g) Use of Estimates  

The preparation of financial statements in conformity with U.S. GAAP requires management to 
make estimates that affect the reported amounts of assets and liabilities and disclosures of contingent 
assets and liabilities at the date of the financial statements and reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. 
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Notes to Financial Statements 

December 31, 2019 and 2018 
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(h) Subsequent Events 

The Company has evaluated subsequent events through the date that the financial statements were 
issued, noting no material events that would require disclosure.  

(i) Reclassifications 

Certain amounts on the 2018 Statement of Financial Condition were reclassified to conform with 
current year presentation. 

(2) Deposits with Clearing Organizations and Others 

The Company settles commissions and other transactions through another broker-dealer, Pershing LLC 
(Pershing), on a fully disclosed basis. 

The Company follows the guidance prescribed in a Securities and Exchange Commission (SEC) 
No-Action Letter (the Letter) dated November 3, 1998, which allows introducing broker-dealers to include 
assets in the proprietary account of an introducing broker-dealer (PAIB assets) as allowable assets in their 
net capital computations, providing the clearing broker-dealer establishes a separate reserve account for 
PAIB assets in accordance with SEC Rule 15c3-3 and both the introducing broker-dealer and the clearing 
broker-dealer enter into a written agreement in accordance with the Letter. On September 6, 1999, the 
Company and Pershing entered into a written agreement in accordance with the provisions of the Letter. 
The agreement requires Pershing to calculate the reserve requirement in accordance with the Letter. 

As of December 31, 2019 and 2018, Pershing computed the reserve requirement for proprietary accounts 
of the introducing broker-dealer. The amount held on deposit in the Company’s reserve bank account is 
$100,000 as of December 31, 2019 and 2018 (included in deposits with clearing organizations and others 
in the Statements of Financial Condition). 

As of December 31, 2019 and 2018, the Company held $20,011 on deposit with the National Securities 
Clearing Corporation for commission net settlement activities and $25,000 with Financial Database 
Services for software support (included in deposits with clearing organizations and others in the Statements 
of Financial Condition). 

(3) Net Capital and Reserve Requirements 

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule 
(Rule 15c3-1), which requires the maintenance of minimum net capital. The Company has elected to use 
the alternative method, permitted by the rule, which requires that the Company maintain minimum net 
capital as defined, equal to the greater of $250,000 or 2% of the aggregate debit balances arising from 
customer transactions, as defined. The net capital rule of the “applicable” exchange also provides that 
equity capital may not be withdrawn or cash dividends paid if resulting net capital would be less than 5% 
of aggregate debits. As of December 31, 2019 and 2018, the Company has regulatory net capital of 
$1,877,220 and $2,369,984, which is $1,627,220 and $2,119,984 in excess of its required net capital of 
$250,000. 
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Notes to Financial Statements 

December 31, 2019 and 2018 
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The Company is exempt from the provisions of Rule 15c3-3 under paragraph (k)(2)(ii) of the Rule because 
all customer transactions are cleared through another broker-dealer, as defined by the Rule, on a fully 
disclosed basis and customer funds and securities are promptly transmitted to the clearing broker-dealer. 

(4) Related-Party Transactions 

The Company’s Parent allocates certain overhead and indirect expenses to the Company. These overhead 
and indirect expenses include those expenses related to shared occupancy, equipment, utilities, employees, 
supplies and administrative costs of the Company. Direct expenses are incurred and expensed by the 
Company. Such direct expenses include registrations, assessments, fees, marketing, taxes, insurance, 
outside professional services, and compensation related to production, which are specific to the Company. 
All expenses are paid by the Parent and then reimbursed by the Company to the Parent. As of 
December 31, 2019 and 2018, $3,020,749 and $2,101,078, respectively, is payable to the Parent for 
expenses.  

The Company, by mutual agreement with the Parent, has established a minimum net capital balance of 
$300,000. To the extent that the reimbursement of expenses will cause net capital to decline below 
$300,000, the Parent will make additional capital contributions to maintain a net capital balance of at least 
$300,000.  In addition, the Parent has represented that in the event the Company may no longer have 
revenues large enough to fund its operations, the Parent will provide financial support to the Company 
until such time that the revenues earned are sufficient to cover the Company’s operating expenses and 
required net capital. 

The Company incurred net losses of $3,844,899 and $2,470,854 in the years ended December 31, 2019 and 
2018, respectively.  The Company received $2,700,000 and $5,175,000 in capital contributions from the 
Parent for the years ended December 31, 2019 and 2018, respectively. 

As of December 31, 2019 and 2018, the Company has approximately $225,000 and $55,000, respectively, 
in amounts payable to Registered Representatives who are employees of Management Compensation 
Group Northwest, LLC (dba M Benefit Solutions), a wholly owned subsidiary of the Parent.  These 
amounts are included in commissions payable in the Statements of Financial Condition. The commission 
expense between M Benefit Solutions (included in registered representative compensation in the 
Statements of Operations) amounted to approximately $3,433,000 and $3,836,000 for the years ended 
December 31, 2019 and 2018, respectively. 
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(5) Income Taxes 

The Company is included in the consolidated federal income tax return filed by its Parent. The Company 
also files consolidated and separate income tax returns in various states. With few exceptions, the 
Company is no longer subject to examination by taxing authorities for years prior to 2016. For purposes of 
the financial statements, federal and state income taxes are calculated as if the Company filed separate 
federal and state income tax returns. 

Reconciliations of the amounts computed by applying the statutory U.S. federal income tax rate of 21% in 
2019 and 2018 to income before income taxes and the actual provision for the years ended December 31, 
2019 and 2018 are as follows: 

2019 2018
Computed "expected" income tax benefit $ (807,187) $ (520,171)
Change in income tax expense (benefit) resulting from:

State income taxes 57,994 185,073
Other 45,512 49,751
Meals and entertainment 11,255 13,977
Regulatory fines and penalties —    223,290

Total income tax expense (benefit) (692,426) (48,080)

Valuation allowance 692,426 48,080

Provision for income taxes $ —    $ —    
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Incentive Compensation Plan (ICP) expense is recorded within the financial statements of the Parent. The 
Company has been allocated a percentage of the ICP expense deduction for stand-alone income tax 
reporting purposes.  The impact of this deduction is recognized in the temporary differences of the deferred 
income tax assets.  The temporary differences that give rise to deferred income tax assets and liabilities as 
of December 31, 2019 and 2018, relate to the following: 

2019 2018

Deferred income tax assets:
Net operating loss carryforward $ 8,299,186 $ 7,377,548
Deferred state income taxes, net of federal income tax effect 1,701,677 1,712,984
Deferred rent (51,732) (33,020)

Total deferred income tax assets 9,949,131 9,057,512

Valuation allowance (9,949,131) (9,057,512)

Net deferred income tax assets $ —    $ —    

 

As of December 31, 2019, the Company has net operating loss carryforwards of approximately 
$39,520,000, of which $33,153,000 will expire starting in the year 2020 through the year 2037, and 
$6,367,000 will be carried forward indefinitely. 

As noted above, management has established valuation allowances of $9,949,131 and $9,057,512 as of 
December 31, 2019 and 2018, respectively, to fully reserve against its deferred income tax assets as the 
Company’s deferred income tax assets are not expected to be realized. 

(6) Concentrations of Credit Risk 

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

(7) Disclosures about Fair Value of Financial Instruments 

The financial instruments of the Company, which consist of cash and cash equivalents, are reported in the 
Statements of Financial Condition at carrying values that approximate fair values, because of the short 
maturities of the instruments. 

(8) Commitments and Contingencies 

The Company clears its securities transactions through clearing brokers. The clearing brokers have the 
right to charge the Company for losses that may result from a counterparty’s failure to fulfill its contractual 
obligations. There is no maximum amount assigned to this right to charge and this applies to all trades 
executed through the clearing brokers. The Company also believes there is no maximum amount 
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assignable to this right. As of December 31, 2019 and 2018, the Company has recorded no liabilities with 
regard to this right. During 2019 and 2018, the Company did not pay the clearing brokers any amounts 
related to these guarantees. 

There are certain situations where the Company may be charged back for commissions or fees received 
such as an early insurance policy lapse, partial surrender or trade correction. In these situations, the 
Company has the right to charge back the Registered Representative and the Member Firm. In such a 
circumstance, the risk of default depends on the creditworthiness of the Registered Representative and the 
Member Firm. Any commissions or fees charged back are included in accounts receivable and other 
liabilities, when appropriate. 

The Company, its Parent and its Parent’s subsidiaries, in common with the insurance industry in general, 
may be subject to litigation in the normal course of their business. In addition, the Company may be named 
in claims before FINRA relating to the actions of its Registered Representatives or before the SEC relating 
to the actions of its Investment Advisors. The Company maintains an insurance policy for errors and 
omissions which covers such claims. In the event of such claims, the Company is only liable for its per 
claim deductible with the insurance company. The Company’s management does not believe that such 
litigation, any claims before FINRA, or any claims before the SEC, will have a material effect on its 
financial position. 

(9) Regulatory Matters 

As a regulated entity, the Company may be subject to certain audits, examinations, reviews, etc., by 
various regulatory agencies in the ordinary course of its business. 

During 2018, FINRA conducted a routine examination of the Company which has been closed with no 
material findings.   

During 2019, the SEC conducted routine cyber security and anti-money laundering examinations of the 
Company. As of December 31, 2019, the cyber security exam has been closed, with findings related to the 
strengthening of access controls at the branches, as well as contract oversight.  These findings align with 
planned enhancements in the first quarter of 2020, and are therefore are not considered to be material.  The 
anti-money laundering exam remains open as of December 31, 2019. 

During 2019, FINRA also conducted examinations of three branch offices.  Two of the examinations have 
been closed with no material findings. One examination remains open as of December 31, 2019. 

In February 2018, the SEC Division of Enforcement ("Enforcement Division") announced the Share Class 
Selection Disclosure Initiative ("SCSD Initiative").  As part of the SCSD Initiative investment advisers 
were encouraged to self-report possible securities laws violations relating to the failure to make certain 
disclosures concerning mutual fund share class selection and the payment of 12b-1 fees when a lower cost 
share class may have been available.  
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The Company’s participation in the SCSD initiative resulted in an agreement by the Company to make 
payments to certain impacted clients of the Company to cover both disgorgement and interest of the related 
12b-1 fees that the Company received during the period January 1, 2014 through July 20, 2018.  This 
agreement was signed by the Company on February 7, 2019. The amount agreed to be paid by the 
Company totals approximately $1,022,000 and is included in other liabilities and office expense, in the 
Statements of Financial Condition and Operations, respectively, for the year ended December 31, 2018.    

In October 2019, disbursements were made to affected clients for amounts greater than the de minimis 
threshold set forth by the Enforcement Division.  On March 20, 2020, the Company is required to submit a 
final accounting to the Enforcement Division detailing the disposition of the amounts sent to clients, 
including any amounts not cashed by clients. Any amounts remaining in the escrow account shall be 
remitted to the U.S. Department of the Treasury. 

In January 2019, FINRA announced the 529 Plan Share Class Initiative (“529 Initiative”).  As part of the 
529 Initiative investment advisors were encouraged to self-report possible securities laws violations related 
to mutual fund share class selection and the selection of one class of shares when a lower cost share class 
may have been available.  The Company has decided to voluntarily participate in the 529 Initiative which 
may result in the Company making payments to certain impacted clients.  As of December 31, 2019, the 
Company is unable to estimate a liability related to its participation in the 529 Initiative.  

In June 2019, the SEC adopted a new standard of conduct applicable to retail brokerage accounts 
(“Regulation BI”), with an effective date of June 30, 2020. Regulation BI requires that broker-dealers act 
in the best interests of retail customers without placing their own financial or other interests ahead of the 
customer’s and imposes new obligations related to disclosure, duty of care, conflicts of interest and 
compliance. Certain state securities and insurance regulators have also adopted, proposed or are 
considering adopting similar laws and regulations. In addition, it is unclear how and whether other 
regulators, state securities and insurance regulators, may respond to or attempt to enforce similar issues 
addressed by the former DOL Rule. 

Uncertainty regarding pending and future laws and regulations, including with regard to the 
implementation of Regulation BI, a potential new rule proposed by the DOL and state rules, relating to the 
standards of conduct applicable to both retirement and non-retirement accounts, may have impacts on our 
business in ways which cannot be anticipated or planned for, and which may have further impact on our 
products and services, cash flows, and results of operations.
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M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Schedule I - Computation of Net Capital under
Rule 15c3-1 of the Securities and Exchange Commission

December 31, 2019

Computation of net capital:
Total stockholder’s equity in the Statement of Financial Condition $ 2,430,427   
Less nonallowable assets:

Accounts receivable 490,203   
Commissions receivable 18,880   
Deposits with others 25,000   
Prepaid expenses and other assets 15,856   

Net capital before haircuts on securities positions 1,880,488   

Haircuts on securities positions and commercial paper 3,268   

Net capital $ 1,877,220   

Computation of alternative net capital requirement:
Minimum dollar net capital requirement (greater of 2% of aggregate debits or $250,000) $ 250,000   
Excess net capital 1,627,220   
Net capital in excess of 5% of combined aggregate debits or 120% of minimum net

capital requirement 1,577,220   

There are no material differences between the above computation of net capital under Rule 15c3-1 and the
corresponding computation prepared by the Company for inclusion in its unaudited Part IIA Focus Report as
of December 31, 2019, as ammended.
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M HOLDINGS SECURITIES, INC.
(A Wholly Owned Subsidiary of M Financial Holdings Incorporated)

Schedule II - Computation for Determination of Reserve Requirement and 
Information Relating to Possession or Control Requirements under 

Rule 15c3-3 of the Securities and Exchange Commission

December 31, 2019

The Company is exempt from the provisions of Rule 15c3-3 under paragraph (k)(2)(ii) of the Rule
because all customer transactions are cleared through another broker-dealer on a fully disclosed basis
and customer funds and securities are promptly transmitted to the clearing broker-dealer.
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