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_OATH OR AFFIRMATION

1, STEPHEN S HAND ‘ : : L swear (or affirm) that, to the best of -

my knowledge and belief the accompanymg ﬁnancxal statement and supportmg schedules pertammg to the firm of
HAND SECURITIES, INC.. < g . °, as
of DECEMBER 31 _,2020 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprletary 1nterest in any account
classified solely as that of a customer, except as follows ’ : :

d ; gature

EXEC. VICE PRESIDENT/ FINOP
Title

A/L s

Notary Public

This report ** contains (check all apphcable boxes)

‘(a) Facing Page.

(b) Statement of F manclal Condition.

O (c) Statement of Income: (Loss) or, if there is other comprehenswe income in the period(s) presented a Statement
of Comprehensive Income (as defined in §210.1-02 of Regulation S-X).

(d) Statement of Changes in Financial Condition. -

() Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requlrements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possessidii oi*Control Requirements Under Rule 15¢3-3.

(i) AReconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requlrements Under Exhibit A of Rule 15¢3-3. :

[J & A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation. ‘ '
(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report. :
[ ] (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

Hmms-

**For conditions of conﬁdential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

Shareholder and Board of Directors
Hand Securities, Inc.
Houston, Texas

- Opinion on the Financial Statements

We have audited the accompanying statement of financial condition of Hand Securities, Inc. (the
Company) as of December 31, 2020, the related statements of income, changes in shareholder's equity
and cash flows for the year 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, 2020, 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.

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 audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Roard (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 audit 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 audit 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 supporting the amounts and disclosures in the financial statements. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentatlon We believe that our audit provides a reasonable
basis for our opinion.

" Report on Supplemental'lnfbrmation

The Computation of Net Capital Under Rule 15¢3-1 of the Securities and Exchange Commission and
Computation for Determination of Reserve Requirements and Information Relating to Possession or
Control Requirements Under Rule 15¢3-3 of the Securities and Exchange Commission as of December 31,

) PRAXITY
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 Shareholder and Board of Directors
Hand Securities, Inc.
Page 2

2020 (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 17 CFR
§240.17a-5. In our opinion, the supplemental information is fairly stated, in all material respects, in relation

to the financial statements taken as a whole. e

BKD, LLP

BKD z,' P

We have served as the Company's auditor since 2012.

Houston, Texas
February 24, 2021



Hand Securities, Inc. _ v
Statement of Financial Condition

December 31, 2020

Assets: :

Cash and cash equivalents $2,148,357

Commissions and fees receivable 175,815

Unbilled commissions and fees 8,234

Prepaid expenses 18,134
Total assets $2,350,540

Liabilities: _ _

Accounts payable and accrued expenses $ 26,400

Management fees payable to affiliate 104,295

Income taxes payable to Community Bank System, Inc. 8,871
Total liabilities | | 139,566

Shareholder’s equity: 4

Common stock, $1.00 par value, 50,000 shares authorized;

1,000 shares issued and outstanding 1,000
Additional paid-in capital 644,830
Retained earnings 1,565,144

Total sharchoider’s equity - 02215974 -
Total liabilities and shareholder’s equity $2,350,540

The accompanying notes are an integral part of the financial statements.
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Hand Securities; Inc.

‘Statement of Income
Year Ended December 31, 2020

Revenues:

Commissions and fees ‘ ) 1,3'8:1,047 |
Interest ' ' 14,459

Total revenues ' : 1,395,506 -

Operating expenses: o ,
- Management fee o - 1,173,890

- Legal and professional fees : ) 58,677
Other : ' 31,348
Total operating expenses 1,263,915 -
Income before income taxes , . | | 131,591
Income taxes g 33,267
Net income ' 8 98324

o mm—gia . R
e . . - - - . [,

The accompanying notes are an integral part of the financial statements.
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Hand Securities, Inc. |
Statement of Changes in Shareholder’s Equity

Year Ended December 31,2020 -

Additional
Common Stock Paid-in Retained
Shares Amount Capital Earnings Total
Balance at January 1, 2020 1,000  $1,000 $644,830 $1,466,820 $2,112,650
Net income | | 98,324 98,324
Balance at De'c’ember*31,v2020 - 1,000  $1,000 $644,830 $1,565,144 $2,210,974

The accompanying notes are an integral part of the financial statements. .
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- Hand Securities, Inc.
Statement of Cash Flows -
Year Ended December 31, 2020

Operating activities: : S e
Net income v , _ . i $ 98,324
Adjustments to reconcile net income to net cash provided by operating activities: o

Net changes in assets and liabilities: LT
Commissions and fees receivable S (33,236)

Unbilled commissions and fees . SRS : 30,482
Prepaid expenses ‘ Col 307
Accounts payable and accrued expenses o (13,120)
Management fees payable to affiliate . : ' (1,504)
Income taxes payable to Community Bank System, Inc. - (754)
Cash provided by operating activities / Net increase in cash and cash equivalents © 80,499
Cash and cash equivalents at beginning of year o 2,067,858
Cash and cash equivalents at end of year '$2,148,357

Supplemental disclosure: ,
Taxes paid to Community Bank System, Inc. in cash for the year ending December 31, 2020 were $26,206.

. e T
T

The accompanying notes are an integral part of the financial statements.
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Hand Securities, Inc. -
Notes to Financial Statements
December 31,2020

No_fe'A: Organiiation'énﬂ Nature of Business

Hand Securities, Inc. (“the Company”™), acts as an agent in connection with the purchase and sale of equity
and debt securities and with the purchase and sale of shares in mutual funds with customer accounts cleared
on a fully-disclosed basis. The Company is a wholly-owned subsidiary of Hand Benefits & Trust Company
(the Parent), which is a wholly-owned subsidiary of Benefit Plans Administrative Services, Inc. (“BPAS”),
which is a wholly owned sub51d1ary of Community Bank System Inc. (“CBSI”).

The Company operates pursuant to the (k)(2)(ii) exemptive provision of the Securities and Exchange
Commission's (“SEC”) Rule 15¢3-3 and the "non-covered firm” provision under Footnote 74 of SEC
‘Release No. 34-70073, and does not hold customer funds or securities, but, as an introducing broker-dealer,
clears all transactions with and for customers on a fully disclosed basis through a clearing broker. Mutual
fund activity is cleared utilizing Fund/SERV, an automated service of National Securities Clearing
Corporation that acts as a conduit to mutual fund companies. The Company is registered as a securities
dealer with the SEC and various states and is registered with the Financial Industry Regulatory Authority
(“FINRA”).

Note B: Significant Accounting Policies

Basis of Presentation
The Company s financial statements have been prepared on the accrual basis of accountmg

Cash and Cash Equzvalents

The Company considers all liquid financial instruments with original maturities of less than 90 days and not
pledged or otherwise restricted, as cash and cash equivalents. The carrying amounts approximate fair values
because of the short maturity of cash equivalents. At December 31, 2020, the Company's cash accounts
exceeded federally insured limits by approximately $1,357,000. Approximately 68% of cash and cash
equlvalents were held at one institution at December 31, 2020.

L e s

Commission Revenue ' :

The Company has agreements with individual investment fund families. These funds are typically mutual
funds and the agreement establishes the relationship for the Company to collect 12(b)1 fees. The
Company’s performance obligation that relates to these services is satisfied over time and the resulting fees
are recognized monthly, based upon the market value of the assets under management and the applicable fee
rate. These fees are typically 25 — 35 basis points per year of fund assets and are paid monthly or

quarterly. The fees that the Company earns are for various administrative functions that are described in the
prospectus for potential customers. Distribution fees recogmzed in the current period are primarily related
to performance obligations included in contracts signed in prior periods. The Company does not earn
performance-based incentives.

The Company is deemed to have variable consideration, and thus be constrained, due to the commission
revenue containing a factor not known at the time the contract is signed, which in the Company’s case is the
market value of the fund assets. The constraint of commission revenue is resolved by the passage of time
and the determination of fund asset values. Revenue is recorded at each month end when fund values have
been materially determined each month and significant revenue reversals are not anticipated.



Contract Balances : R :

A contract asset balance occurs when an entity performs a service for a customer before the customer pays
consideration (resulting in a contract receivable) or before payment is due (resulting in a contract asset). A
contract liability balance is an entity’s obligation to transfer a service to a customer for which the entity has:
-already received payment (or payment is due) from the customer. The Company’s revenue stream is based
on standard month-end revenue accruals for fees based on fund market values. Consideration is often
received immediately or shortly after the Company satisfies its performance obligation and revenue is
recognized, and therefore, does not experience significant contract balances. There was approximately
-$176,000 and $143,000 of commissions and fees receivable and approximately $8,000 and $39,000
considered unbilled fee revenue as of December 31, 2020 and January 1, 2020, respectively. There was no

unearned revenue recorded in the Statement of Financial Condition at either December 31, 2020 or January
1, 2020.

Commissions and fees receivable are stated at the amount billed to customers, net of any credit losses.
When deemed appropriate the Company provides an allowance for credit losses, which is based upon a
review of outstanding receivables, historical collection information and existing economic conditions.
Commissions and fees receivable are ordinarily due 30 days after the issuance of the invoice. Delinquent
receivables are written off based on individual credit evaluation and specific circumstances of the customer.
There was no allowance for credit losses at December 31, 2020.

Income Taxes

The Company is included in the consolidated federal and state income tax returns filed by CBSI. Income
taxes are calculated on a stand-alone return basis, with the Company’s share of the tax provision either
remitted to or received from the Parent. Income tax expense is based on taxes currently payable or -
refundable as well as deferred taxes that are based on temporary differences between the tax basis of assets
and liabilities and their reported amounts in the financial statements. Deferred tax assets and liabilities are
recorded at currently enacted income tax rates applicable to the period in which the deferred tax assets and
liabilities are expected to be realized or settled. At December 31, 2020, the Company owed $8,871 to CBSI
for the Company’s pro rata share of income taxes and did not have any deferred tax assets or lrablhtles

Included in income taxes is $7, 105 before federal benefit, of Texas Margin Tax, which is calculated asa
percent of § gross revenue. Under Accounting Standards Codification (“ASC”) Section 740 Income Taxes,
this is considered a-tax based on income, and accordingly is classified as income tax expense.

Use of Estzmates

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, such as income taxes
and the collectability of receivables, 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
revenues and expenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events

Companies are required to evaluate events and transactions that occur after the balance sheet date but before
the date the financial statements are issued, or available to be issued in the case of non-public entities. They
must recognize in the financial statements the effect of all events or transactions that provide additional
evidence of conditions that existed at the balance sheet date, including the estimates inherent in the financial
preparation process. Entities shall not recognize the impact of events or transactions that provide evidence
about conditions that did not exist at the balance sheet date but arose after that date. The Company has
evaluated events and transactions through February 24, 2021, the date the financial statements were issued,
and noted no subsequent events requiring financial statement recognition or disclosure.



' Recently Adopted Accountmg Pronouncements

In June 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update

(“ASU”) No. 2016-13, Financial Instruments — Credit Losses (Topic 326). This new guidance changes how
‘entities will measure credit losses for most financial assets and certain other instruments that are not
measured at fair value through net income. This ASU replaced the incurred loss methodology with a current
“expected credit loss (“CECL”) methodology for instruments measured at amortized cost 1nclud1ng
recelvables that result from revenue transactions.

The Company adopted ASC 326 0onJ anuary 1, 2020 using a modified retrospective approach for all
financial assets measured at amortized cost and off-balance-sheet credit exposures. The adopt1on of ASU -
No. 2016-13 did not result in a material allowance for credit losses on the Company’s commissions and fees
recelvable or unbllled commissions and fees.

New Accountmg Pronoun cements

In December 2019, the FASB issued ASU No. 2019-12, Simplifying the Accounting for Income Taxes
(Topic 740). -The updated guidance simplifies the accounting for income taxes by removing certain ‘
“exceptions to the general principles in Topic 740, and clarifying and amending existing guidance to improve
consistent application.: This new guidance is effective for fiscal years beginning after December 15, 2020,
including interim periods within those fiscal years. Early adoption is permitted in any interim periods for
which financial statements have not been issued. The Company is currently evaluating the impact the
adoption of this guidance will have on the Company’s financial statements.

In March 2020, the FASB issued ASU No. 2020-04, Facilitation of the Effects of Reference Rate Reform on
Financial Reporting (Topic 848). The updated guidance provides optional expedients and exceptions for
applying GAAP to contracts, hedging relationships, and other transactions affected by reference rate reform
if certain criteria are met. The amendments in this guidance apply only to contracts, hedging relationships,
and other transactions that reference LIBOR or another reference rate expected to be discontinued because
of reference rate reform. This new guidance is effective as of March 12, 2020 through December 31, 2022.
Adoption is permitted in any interim periods for which financial statements have not been issued. The
Company is currently evaluatmg the impact the adoption of this guidance will have on the Company s
financial statements. . .
Reclassifications

Certain reclassifications have been made to beginning of year balances to conform to the current year»
presentatlon

Note C: Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15¢3-1), which requires the

" maintenance of minimum net capital and 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 aggregate indebtedness to net capital ratio would exceed 10 to 1. At
December 31, 2020, the Company had net capital of $825,020, which was $775,020 in excess of its required
net capital of $50,000. The Company’s ratio of aggregate indebtedness to regulatory net capital was 0.17 to
1.



Note D: Restricted Cash

The Company has an agreement with a clearing organization whereby the clearing organization performs
clearing functions for all security transactions with brokers and dealers. The clearing organization requires
that a balance of $25,000 be maintained by the Company. The balance bears interest at a rate determined
by the clearing organization, is due on demand, and is included in cash and cash equivalents in the
Statement of Financial Condition. :

Note E: Contingent Liabilities

In the normal course of business, the Company's activities involve the execution, settlement, and financing
of securities transactions through a clearing broker. These activities may expose the Company to off-balance
sheet credit and market risk in the event the customer or counterparty is unable to fulfill its contractual
obligations. ' .

The clearing broker, through which accounts are introduced, and the Company seek to control the risks
associated with customer activities by requiring customers to maintain margin collateral in compliance with
various regulatory and internal guidelines and by monitoring for prompt customer payments in accordance

~with various regulatory guidelines. The Company is contingently liable for any customer account deficits
with the clearing broker that are not otherwise satisfied. The clearing broker and the Company monitor
required margin levels daily and, pursuant to such guidelines, require customers to deposit additional
collateral or to reduce positions where necessary. The Company has not experienced any losses to date
related to these risks, and no future losses are anticipated, therefore no contingent liabilities have been
recorded as of the Statement of Financial Condition date.

Note F: Related-party Transactions

For the year ended December 31, 2020, the Company recorded management fee expenses of $1,173,890 for
administrative and recordkeeping services provided by Benefit Plan Administrative Services, LLC, an
affiliated company. At December 31, 2020, $104,295 of this amount was payable to the affiliate.

The Company maintains a checking account with Community Bank N.A., an affiliated company. At
December 31, 2020, the balance in this account was $1,468,337.

Note G: Income Taxes

Income tax expense includes these components:

Federal State Total
Current expense $26,137  $7,130  $33267
Deferred benefit - - -
Income taxes $26,137 $7,130  $33,267

Federal current income tax expense as a percentage of income before income taxes differs from the statutory
rate of 21% primarily due to the effects of state income taxes, which provide a federal income tax benefit.
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Hand Securities, Inc. -
* Supplemental Schedule
 Computation of Net Capital Under Rule 15¢3-1 of the Securltles and Exchange Commlssmn L
December 31, 2020 :

Net capltal _ , - ,
Total shareholder ] equlty : ; $2,210,974
Less: . - L

Nonallowable assets (1,385,954)
Net capital ’ | | - § 825,020

~ Nonallowable assets: : :
Commissions and fees receivable : ' $ 14,152

 Prepaid expenses ' o 18,134
_Excess cash at affiliate : 1,353,668

Total nonallowable assets - $1,385,954

Aggregate indebtedness $ 139,566

Net capital requirement (the greater of $50,000 or 6 2/3% of aggregate indebtedness) - $ 50,000

Net capital in excess of net capital requirement $ 775,020

Ratio of aggregate indebtedness to net capital ©0.17to 1

Note: The above computation agrees to the compuiation of net capital under Rule 15¢3-1 as of December
31, 2020, filed by the Company with the SEC on Part IIA of the unaudited Form X-17a-5.
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Hand Securities, Inc.
Supplemental Schedule
Computation for Determination of Reserve Requlrements and Informatlon Relating to Possession or

Control Requirements Under Rule 15¢3-3 of the Securmes and Exchange Commission
December 31, 2020 :

- The Company has claimed exemption from SEC Rule 15¢3-3 paragraph (K) (2) (ii) as another broker-dealer
clears all transactions with and for customers on a fully disclosed basis, and the Company does not
otherwise hold funds or securities for, or owe money or securities to, customers.

12



BKD k ) 2700 Post Oak Boulevard, Suite 1500} Houston, TX 77056~ 5829 .

CPAs & Advisors , o 713.499.4600 | Fax 713.499.4699.1 bkd.com

Report of Independent Registered Public Accounting Firm'

-Shareholder and Board of Directors
Hand Securities, Inc.
Houston, Texas

We have reviewed management's statements, included in the accompanying Exemption Report, in which
(1) Hand Securities, Inc. (the Company) identified the following provisions of 17 CFR §15¢3-3(k) under
~ which the Company claimed an exemption from 17 CFR §240.15¢3-3: (k)(2)(ii) and Footnote 74 of the
SEC Release No. 34-70073 adopting amendments to 17 CFR § 240.17a-5 (the exemption provisions) and
(2) the Company stated that the Company met the identified exemption provisions throughout the most
recent fiscal year without exception. The Company'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 the Company'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 oplmon on
management's statements. Accordingly, we do not express such an opinion. :

_ ~=2==Rased on our review, we are not aware of any material modifications that sheuld bo.madeto ..
management's statements referred to above for them to be fairly stated, in all material respects, based on
the conditions set forth in paragraph (k)(2)(ii) of Rule 15¢3-3 under the Securities Exchange Act of 1934
and Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 CFR § 240.17a-5.

BKD, LLP

BED L

Houston, Texas
February 24,2021

) PRAXITY
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Hand Securities, Inc.
Supplemental Schedule -
Exemption Report
December 31, 2020

Hand Securities, Inc. Exemption Report

Hand Securities, Inc. (the “Company”) is a registered broker-dealer subject to Rule 17a-5 promulgated by the
Securities and Exchange Commission (17 C.F.R. §240.17a-5, “Reports to be made by certain brokers and
dealers™). This Exemption Report was prepared as required by 17 C.F.R. §240.17a-5(d)(1) and (4). To the
best of its knowledge and belief, the Company states the following:

1. The Company clalmed an exemptlon from 17 C. F R. §240.15¢3-3 under the provisions of 17 C.F. R.

§240.1503-3 (9()Gi-

The Company met the identified exemption provisions of 17 C.F.R. § 240.15¢3-3 (k) throughout the
most recent fiscal year without exception.

. The Company is also ﬁlingA this Exemption Report because the Company’s other business activities

contemplated by Footnote 74 of the SEC Release No. 34-70073 adopting amendments to 17 C.F.R. §.
240.17a-5 are limited mutual fund trades, and the Company (1) did not directly or indirectly receive,
hold, or otherwise owe funds or securities for or to customers, (other than money or other consideration
received and promptly transmitted in compliance with paragraph (a) or (b)(2) of Rule 15¢2-4 and/or
funds received and promptly transmitted for effecting transactions via subscriptions on a subscription
way basis where the funds are payable to the issuer or its agent and not to the Company); (2) did not
carry accounts of or for customers; and (3) did not carry PAB accounts (as defined in Rule 15¢3-3)
throughout the most recent fiscal year without exception.

Hand Securitiesydne: ... . - L L emammTiesa. 0t

I, Stephen Hand, affirm that, to my best knowledge and belief, this Exemption Report is true and correct.

By: /s/ Stephen S. Hand

Title:

Executive Vice President
Hand Securities, Inc.

February 24, 2021
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