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Report of Independent Registered Public Accounting Firm

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, 2017. In our opinion, the statement of financial condition presents fairly,
in all material respects, the financial position of the Company as of December 31, 2017, in conformity
with accounting principles generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's 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 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 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 supporting the amounts and disclosures in the financial statement. Our audit also included
evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinion.

BKD, LLP

BED Lwp

We have served as the Company's auditor since 2012
Houston, Texas
February 15, 2018
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Hand Securities, Inc.
Statement of Financial Condition

December 31, 2017

Assets:

Cash and cash equivalents $1,747,387

Deposit with clearing organization 51,806

Commissions and fees receivable 233,593

Prepaid expenses 19,388
Total assets $2,052,174

Liabilities:

Accounts payable and accrued expenses $ 29952

Management fees payable to affiliate 134,053

Income taxes payable to CBSI 20,867
Total liabilities 184,872

Shareholder’s equity:

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 eamings 1,221,472

Total shareholder’s equity 1,867,302
Total liabilities and shareholder’s equity $2,052,174

The accompanying notes are an integral part of the financial statements.
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Hand Securities, Inc.
Notes to Financial Statements
December 31, 2017

Note A: Organization and 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 subsidiary 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 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 accounting.

Cash and Cash Equivalents

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, 2017, the Company's cash accounts
exceeded federally insured limits by approximately $997,387. Approximately 21% of cash and cash
equivalents were held at one institution at December 31, 2017.

Securities Transactions

Securities transactions and related sales commission revenues are recorded on a trade-date basis.
Commissions and fees consist primarily of sales commissions and 12b-1 fees. The 12b-1 fees are accrued as
earned.

Commissions and Fees Receivable

Commissions and fees receivable are stated at the amount billed to customers, net of any allowance for
doubtful accounts. When deemed appropriate the Company provides an allowance for doubtful accounts,
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 doubtful accounts at December 31, 2017.



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 bases of assets
and liabilities and their reported amounts in the financial statements. Deferred tax assets and liabilities are
reported in the financial statements 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, 2016, the
Company owed $20,867 to CBSI for the Company’s pro rata share of income taxes.

Included in income tax is $9,209, before federal benefit, of Texas Margin Tax, which is calculated as a
percent of gross revenue. Under Accounting Standards Codification (“ASC”) Section 740 this is considered
a tax based on income, and accordingly is classified as income tax expense.

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, 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 23, 2018, the date the financial statements were issued,
and noted no subsequent events requiring financial statement recognition or disclosure.

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 requires 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, 2017, the Company had net capital of $841,040, which was $791,040 in excess of its required

net capital of $50,000. The Company’s ratio of aggregate indebtedness to regulatory net capital was 0.22 to
1.

Note D: Clearing Organization

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 security deposit balance of $25,000 be maintained by the Company. The balance bears interest at a
rate determined by the clearing organization and is due on demand.
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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 balance sheet date.

Note F: Related-party Transactions

For the year ended December 31, 2017, the Company recorded management fee expenses of $1,588,815 for
administrative and recordkeeping services provided by Benefit Plan Administrative Services, LLC, an
affiliated company. At December 31,2017, $134,053 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, 2017, the balance in this account was $1,114,473.



