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OATH OR AFFIRMATION

1, John P. Shea , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
BNY Mellon Securities Corporation

of December 31 ,2019

, as
, are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

Qnv

SARAH S KELLEHER L e—

NOTARY PUBLIC-STATE OF NEW YORK

= 3
Signat
No.02KEB142474 gnature

Qualified in New York County
My Commission Expires 03-20-2022

SMIA S Lulmya

Notary Public

ncial Officer
Title

This report ** contains (check all applicable boxes):

(a) Facing Page.

v] (b) Statement of Financial Condition.

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

E (d) Statement of Changes in Financial Condition.

EE

(e) 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 Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

Ol

D (k) 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) Arcportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢e)(3).
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KPMG

KPMG LLP
345 Park Avenue
New York, NY 10154-0102

Report of Independent Registered Public Accounting Firm

To the Stockholder and the Board of Directors
BNY Mellon Securities Corporation:

Opinion on the Consolidated Financial Statement

We have audited the accompanying consolidated statement of financial condition of BNY Mellon Securities
Corporation and subsidiary (the Company) as of December 31, 2019, and the related notes (collectively, the
consolidated financial statement). In our opinion, the consolidated financial statement presents fairly, in all
material respects, the financial position of the Company as of December 31, 2019, in conformity with

U.S. generally accepted accounting principles.

Basis for Opinion

This consolidated financial statement is the responsibility of the Company’s management. Our responsibility is
to express an opinion on this consolidated financial statement based on our audit. 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 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 consolidated financial statement is
free of material misstatement, whether due to error or fraud. Our audit included performing procedures to
assess the risks of material misstatement of the consolidated financial statement, 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 consolidated financial statement. Our audit also
included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the consolidated financial statement. We believe that our audit provides a
reasonable basis for our opinion.

KPMe LLP

We have served as the Company's auditor since 1994,

New York, New York
February 27, 2020



BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY

(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)

Consolidated Statement of Financial Condition
December 31, 2019
(In thousands, except share data)

Assets
Cash and cash equivalents - notes 4 & 7
Cash segregated for the exclusive benefit of customers
Receivables:
Receivables from related investment companies - note 10 (a)
Receivables from affiliates - note 10 (g)
Receivables from others
Fixed assets, at cost, less accumulated depreciation and amortization - note 5 & 9
Deferred sales commissions - note 6
Deferred income taxes, net - note 11
Other assets

Total assets
Liabilities and Stockholder’s Equity
Liabilities:
Income tax reserves - note 11
Due to affiliates - note 10 (g)

Accounts payable and accrued expenses
Total liabilities

Stockholder’s equity
Common stock, no par value, authorized, issued, and outstanding 200 shares
Additional paid-in capital
Accumulated deficit

Total stockholder’s equity
Total liabilities and stockholder’s equity

See accompanying notes to consolidated financial statements.

$

136,079
3,027

11,845
41,158
3,285
3.636
349
2,111
8,845

210,335

5,289
24,781
40,008

70,078

302,136

(161,879)

140,257

210,335
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BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

Nature of Business and Summary of Significant Accounting Policies

(a)

Organization

BNY Mellon Securities Corporation (Company), a registered broker-dealer and a registered
investment adviser, is a wholly owned subsidiary of BNY Mellon Investment Adviser Inc.
(Corporation), which is an indirect wholly owned subsidiary of The Bank of New York Mellon
Corporation (BNY Mellon). The Company provides various investment product related services and
advisory services as follows:

Distribution and sales of mutual funds sponsored/administered by the Corporation and by
BNY Mellon Investment Management, a division of BNY Mellon;

Distribution and sales of variable annuity products issued through insurance carriers;

Sales and marketing of various wrap fee and institutional separate account products for high
net worth individuals, corporate pension plans, public employee trust funds, endowments and
foundations; and

Sales of private placements including hedge funds.

Introducing brokerage services are cleared through an affiliate, Pershing LLC, on a fully disclosed
basis.

The consolidated statement of financial condition includes the accounts of the Company and its
wholly owned subsidiary, BNYM Asset Management Operations LLC (BNYM AM OPS). All
significant intercompany accounts and transactions have been eliminated in consolidation.

(b) Preparation of Financial Statements

(c)

The preparation of the consolidated statement of financial condition 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. Actual results could differ
from those estimates.

Fair Value Measurement

Fair value is defined under Financial Accounting Standards Board (FASB) Accounting Standards
Codification (ASC), 820, Fair Value Measurements, 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. It establishes a hierarchy of inputs for measuring value:

Level 1 inputs Unadjusted quoted prices at the measurement date in active, accessible markets
for identical assets or liabilities.



BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

Level 2 inputs  Quoted prices in inactive markets for identical instruments, quoted prices in active
markets for similar instruments, other observable inputs (interest rates and yield
curves) or other inputs derived from/corroborated by observable market data.

Level 3 inputs Prices or valuations that require inputs that are both significant to the fair value
measurement and unobservable.

The Company assigns assets and liabilities that are carried at fair value on a recurring basis to the
level when they are acquired or incurred. Subsequent appropriate changes are evaluated each
reporting period.

A financial instrument’s level within the fair value hierarchy is based on the lowest level of any input
that is significant to the fair value measurement.

(d) Financial Instruments

(e)

()

ASC 825, Financial Instruments, requires the disclosure of the fair value of financial instruments,
including assets and liabilities recognized in the statement of financial condition. Management
estimates that the fair value of financial instruments recognized in the statement of financial
condition, including cash, receivables, securities owned, certain other assets and certain other
liabilities, approximate their carrying value.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, demand deposits and highly liquid investments
including money market accounts with original maturities of three months or less at time of
purchase. Due to the short-term nature of these instruments the recorded value approximates fair
value.

In November 2016, the FASB issued an Accounting Standards Update (ASU), Statement of Cash
Flows - Restricted Cash. This ASU provides guidance on the presentation of restricted cash or
restricted cash equivalents in the statement of cash flows. Cash segregated for regulatory purposes

totaled $3,027 at the beginning and end of the year.

Income Taxes

The Company is included in the consolidated federal and combined state and local income tax
returns filed by BNY Mellon. In addition, the Company files stand-alone tax returns in certain
jurisdictions including Pennsylvania. Income taxes are calculated using the modified separate return
method, and the amount of current tax expense or benefit is either remitted to or received from BNY
Mellon, pursuant to a tax-sharing agreement between BNY Mellon and the Company.

The Company accounts for income taxes in accordance with ASC 740, Income Taxes, which
generally requires recognition of tax benefits or expenses on the temporary differences between the
financial reporting and the tax basis of assets and liabilities. If appropriate, deferred tax assets are
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(h)

(i)

BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

adjusted by a valuation allowance, which reflects expectations of the extent to which such assets will
be realized.

In accordance with FASB ASC 740, Income Taxes, the Company uses a two-step approach in
recognizing and measuring its uncertain tax benefits whereby it is first determined if the tax position
is more likely than not to be sustained under examination. If the tax position meets the more likely
than not threshold, the position is then measured at the largest amount of benefit that is greater than
50 percent likely of being realized upon ultimate settlement. A tax position that fails to meet the
more likely than not recognition threshold will result in either a reduction of current or deferred tax
assets, and/or recording of current or deferred tax liabilities. The Company recognizes accrued
interest and penalties, if applicable, related to income taxes as a component of income tax expense in
the statement of operations.

Restricted Stock

Certain employees of the Company participate in BNY Mellon’s Long-Term Incentive Plan. Under
the terms of this incentive plan, the awards paid may be in the form of BNY Mellon Restricted Stock
Units. Restricted stock unit awards are issued at fair market value at the date of grant and vest over
three or four years from the date of grant. The Company recognizes compensation cost related to
restricted stock unit awards over the vesting period. The offsetting credit is recorded as additional
paid-in capital.

Stock Options

Pursuant to ASC 718, Compensation-Stock Compensation, the Company recognizes compensation
costs related to stock-based awards with a graded vesting schedule on a straight-line basis over the
required service period for the entire award. The offsetting credit is recorded as additional paid-in
capital.

Accounting Changes and Recent Accounting Developments
ASU 2016-02, Leases

In February 2016, the FASB issued ASU No. 2016-02. Leases. The primary objective of this ASU
is to increase transparency and comparability by recognizing lease assets and liabilities on the
balance sheet and expand related disclosures. This ASU requires a “right of use” (ROU) asset and a
payment obligation liability on the balance sheet for most leases and subleases. Additionally,
depending on the lease classification under the standard, it may result in different expense
recognition patterns and classification than under existing accounting principles. For leases
classified as finance leases, it will result in higher expense recognition in the earlier periods and
lower expense in the later periods of the lease.

The Company adopted this guidance on January 1, 2019 using the alternative transition method on a
prospective basis (and elected to utilize the basket of practical expedients available at



BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

implementation) and recognized right-of-use assets of $5,248 and lease liabilities of $5,282 on the
balance sheet, both based on the present value of the expected remaining lease payments.

ASU 2016-13, Financial Instruments — Credit Losses: Measurement of Credit Losses on Financial
Instruments

In June 2016, the FASB issued ASU 2016-13, Financial Instruments — Credit Losses: Measurement
of Credit Losses on Financial Instruments. This ASU introduces a new current expected credit
losses model, which applies to financial assets subject to credit losses and measured at amortized
cost including cash, regulated cash and securities, certain receivables and certain off-balance sheet
credit exposures. The guidance also changes current practice for the impairment model for available-
for-sale debt securities by requiring the use of an allowance to record estimated credit losses and
subsequent recoveries. The standard requires a cumulative effect of initial application to be
recognized in retained earnings at the date of initial application.

The Company will adopt this guidance effective January 1, 2020. The Company has developed
expected credit loss models and approaches that include consideration of multiple forecast scenarios
and other methodologies. The impact to the Company is expected to be immaterial. The Company is
currently developing the required disclosures and finalizing changes to internal controls.

(2) Summarized Financial Information of BNYM AM OPS

The consolidated statement of financial condition has been prepared on the basis of U.S. GAAP and differs
in certain respects from accounting practices prescribed by the SEC’s general instructions for Form X-
17A-5. Under the SEC’s general instructions, certain subsidiaries may not be consolidated.

The consolidated statement of financial condition as of December 31, 2019 reflects $11,291 of net assets
attributable to the Company’s subsidiary as well as certain elimination and reclassification adjustments
which are not reflected in the Company’s statement of financial condition contained in Part 1A of
Form X-17A-5, which 1s prepared on an unconsolidated basis.

(3) Cash and Cash Equivalents

Cash and cash equivalents consisted of the following at December 31, 2019:

Cash at BNY Mellon* $ 13,666
Investments in money market funds 114,000
Late Night Investments at The Bank of New Y ork Mellon* 8,413

Total cash and cash equivalents S 136,079

*  An affiliate of the company
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BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

Fixed Assets

The Company provides for depreciation of fixed assets based on the estimated useful life of the assets
using the straight-line method. Amortization of leasehold improvements is computed over the lesser of the
economic useful life of the improvement or the term of the lease.

The major classifications of fixed assets and their estimated useful lives at December 31, 2019 are as
follows:

Furniture, fixtures and equipment (5 — 10 years) $ 2,317

Leaschold improvements 5,822

Operating leases 5,248
13,387

Less accumulated depreciation and amortization (9,751)

Fixed assets, at cost, less accumulated depreciation and

amortization $ 3.636

Deferred Sales Commissions

Certain funds sponsored by the Corporation offer multiple classes of shares. Class A shares are sold with a
sales charge imposed at the time of purchase. Class C shares (excluding money market funds) are subject
to a contingent deferred sales charge (CDSC) imposed on redemptions made within a specified period.
Class C shares are also subject to an annual distribution fee payable to the distributor pursuant to a
distribution plan adopted in accordance with Rule 12b-1 under the Investment Company Act of 1940
(Rule 12b-1 Plan). Sales commissions paid to third-party intermediaries by the Company for selling
Class C shares are capitalized and amortized to operations on a straight-line basis over 12 months
(the investment-aging period). This amortization period approximates the period of time during which the
sales commissions paid by the Company to broker-dealers for selling Class C shares are expected to be
recovered from the funds through payments made pursuant to the funds’ Rule 12b-1 Plan.

The funds’ Rule 12b-1 Plan is subject to annual review by the funds’ respective Boards of Directors.

The following is the change in deferred sales commissions for the year ended December 31, 2019:

Balance at beginning of year $ 562
C Share deferred sales commissions 844
Amortization expense (1,007)
Redemption write-offs (50)
Balance at end of year $ 349
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BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

Financial Instruments

The balances of assets and liabilities measured at fair value on a recurring basis as of December 31, 2019,
are as follows:

Level 1 Level 2 Level 3 Total

Cash equivalents — money
market funds S 114,000 — o 114,000

There were no Level 2 or 3 assets or liabilities during the year.

Employees’ Benefit Plans and Share-Based Compensation Payments

The Bank of New York Mellon Corporation has defined-benefit and defined-contribution retirement plans
covering substantially all full-time and eligible part-time employees of the Company. Employee
contributions through payroll deductions into The Bank of New York Mellon Corporation 401(k) Savings
Plan are matched by BNY Mellon’s contribution, at the rate of $1.00 on the dollar, up to 4% of the
employee’s eligible pay and $0.50 on the dollar on the next 2% of the employee’s eligible pay.

Restricted stock units of BNY Mellon are issued to the Company’s employees in connection with BNY
Mellon’s Long-term Profit Incentive Plan, as well as performance-based awards made to key employees at
the discretion of the Compensation Committee of the Board of Directors of BNY Mellon. BNY Mellon
grants employees of the Company restricted share awards, which provide the right to receive common
shares of BNY Mellon at specified future dates.

The Company’s Long-Term Incentive Plans provided for the issuance of BNY Mellon’s stock options at
the then fair market value at the date of grant to officers and employees of the Company. Generally, each
option granted was exercisable between one and ten years from the date of grant.

Leases

The Company has an operating lease for a corporate office, which includes an option to extend or
terminate the lease.

At December 31, 2019, the ROU asset and lease liability were $3,378 and $3,136, respectively. The ROU
asset is included in Fixed assets on the accompanying consolidated statement of financial condition, while
the lease liability is recorded in Accounts payable and accrued expenses.

The remaining lease term was 1.75 years, and the incremental borrowing rate used for the lease was
2.945%.

The following table presents the maturities of operating lease liabilities on operating leases prior to and

7
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BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

after adopting ASU 2016-02, Leases:

Prior to adopting After adopting

ASU 2016-02 ASU 2016-02
For the year ended Dec. 31,
2020 $ 2,104 $ 2,101
2021 1,105 1,102
Total lease payments 3,209 3,203
Less: Imputed interest n/a 67
Total $ 3,209 $ 3,136

Related-Party Transactions

(a) Included in receivables from related investment companies on the consolidated statement of
financial condition is $11.289 of distribution fee revenue receivable at December 31, 2019.

(b) As of December 31, 2019, amounts receivable from affiliates and payable to affiliates are $41,158
and $24,781 respectively, and are reflected in Receivables from and Due to affiliates on the
consolidated statement of financial condition.

Federal, State and Local Income Taxes

The deferred income taxes reflect the tax effects of temporary differences between the financial reporting
and tax bases of assets and liabilities. The Company has a gross deferred tax asset of $2,447 and a gross
deferred tax liability of $336 at December 31, 2019. The deferred tax asset is primarily attributable to
stock compensation and the deferred tax liability is primarily attributable to depreciation. The net deferred
tax asset is $2,111. The Company has not recorded a valuation allowance because management believes it
is more likely than not that the Company’s deferred tax assets will be realized.

As of December 31, 2019, the Company has gross unrecognized tax benefits of $14,417. Of that balance
at December 31, 2019, $5,289 represents the amount of unrecognized tax benefits that, if recognized,
would favorably affect the effective tax rate in future periods.

The Company recognized no interest in 2019 and had a $100 balance of accrued interest at December 31,
2019.

The Company does not expect a change in the total amount of unrecognized tax benefits over the next
12 months to have a material impact on the Company’s financial statements.

Federal taxes payable of $934 and state and local taxes receivable of $1,763 are included in due to/from
affiliates on the consolidated statement of financial condition.

The Company’s federal consolidated income tax returns are closed to examination through 2013. The New
York State and New York City income tax returns are closed to examination through 2012.

8
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BNY MELLON SECURITIES CORPORATION AND SUBSIDIARY
(An Indirect Wholly Owned Subsidiary of The Bank of New York Mellon Corporation)
Notes to Consolidated Statement of Financial Condition
December 31, 2019
(In thousands)

Net Capital Requirements

Pursuant to the net capital provisions of Rule 15¢3-1 of the Securities Exchange Act of 1934 and
Regulation 1.17 of the Commodity Exchange Act of 1936, the Company is required to maintain minimum
net capital, as defined under the alternative method as equal to the greater of $250 or 2% of the aggregate
debit balances arising from customer transactions.

The Company acts as an introducing broker-dealer, clearing trades on a fully disclosed basis and does not
carry customer or broker-dealer accounts. Net capital may fluctuate on a daily basis. At December 31,
2019, the Company had net capital of $66,723, which was $66,473 in excess of the required net capital.
The Company had $3,027 in cash segregated for the exclusive benefit of customers as of December 31,
2019.

The net capital rules may effectively restrict the payment of cash distributions and the withdrawal of equity
capital.

Litigation

In the ordinary course of business, the Company may be a defendant or codefendant in legal actions. In
accordance with applicable accounting guidance, the Company establishes reserves for litigation and
regulatory matters when those matters proceed to a stage where they present loss contingencies that are
both probable and reasonably estimable. In such cases, there may be a possible exposure to loss in excess

of any amounts accrued. The Company will continue to monitor such matters for developments that will
affect the amount of the reserve, if any, and will adjust the reserve amount as appropriate.

Subsequent Event

BNYM AM OPS entered into an asset transfer and contribution agreement effective January 1, 2020
whereby the entity will transfer certain assets to BNY Mellon Investment Management Services LLC, an
indirect subsidiary of BNYM.



