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OATH OR AFFIRMATION

I, STEPHENS HAND , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
HANDSECURITIES,INC. , as

of DECEMBER 31 ,20 19 , are true and correct. I further swèar(or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any accotmt

classifiedsolely as that of acustomer,except asfollows:

O lŒll.lC.Hili
MyNotaryID#12N91940 Signature
ExpkesOctober27,205 EXEC.VICE PRESIDENT / FINOP

Title

Notary Public

This report ** contains (check all applicable boxes):
2 (a) Facing Page.
2 (b) Statement of Financial Condition.

[] (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 §210.1-02of Regulation S-X).

6 (d) Statement of Changes in Financial Condition./ (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 15c3-3.
(i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.
(j) A Reconciliation;including appropriate explanation ofthe Computation ofNet Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requii•ements Under Exhibit A of Rule 15c3-3.
(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) A report describing any material inadequacies found to exist or found to have existed since the dateofthe previous audit.

**For conditions of confidential treatment of certain portions ofthis filing, seesection 24.0.17a-5(e)(3).·
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KBD 2700Post Oak Boulevard, Suite 1500 I Houston, TX77056-5829
CPAs& Advisors 713.499.4600I Fax 713.499.4699I bkd.com

Report of Independent Registered Public Accounting Firrn

Shareholder andBoard 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 31,2019, the related statement of income, changes in shareholder's equity and
cash flows for the year then ended, andthe related notes (collectively referred to asthe "financial
statements"). In our opinion, the financial statements referred to above present fairly, in all material

respects, the financial position of the Company as of December 31,2019,andthe results of its operations
and its cash flows for the year ended December 31,2019, in conformity with accounting principles

generally accepted in the United Statesof America.

Basis for Opinion

These financial statements arethe responsibility of,the Company's management. Our responsibility is to

expressan opinion on the Company's financial statementsbased on our audit. We are apublic 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 andregulations of the Securities andExchange Commission and the
PCAOB.

We conducted our audit in accordance with the standardsof the PCAOB. Those standardsrequire that we
plan andperform the audit to obtain reasonable assuranceabout whether the financial statementsare free
of material misstatement, whether dueto error or fraud. Our audit included performing procedures to
assessthe risks of material misstatement of the financial statements,whether due to error or fraud,and
performing procedures that respond to thoserisks. Such procedures included examining, on a test basis,
evidence supporting the amounts anddisclosures in the financial statements. Our audit also included
evaluatilig the accounting principles usedand significant estimates made by management,as well as
evaluating the overall financial statementpresentation. We believe that our audit provides areasonable
basis for our opinion.

Report on Supplemental Information

The Computation of Net Capital Under Rule 15c3-1 of the Securities andExchange Commissionand
Computation for Determination of Reserve Requirements andInformation Relating to Possessionor
Control Requirements Under Rule 15c3-3 of the Securities andExchange Commissionasof December 31,

PRAXITY
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Shareholder andBoardof Directors
Hand Securities, Inc.
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2019 (supplemental information) has beensubjected 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 completenessand 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 andcontent,ispresented 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 statementstaken asa whole.

BKD,LLP

We have served asthe Company's Auditor since 2012.

Houston, Texas
February 21, 2020



Hand Securities,Inc.
Statement of Financial Condition

Deceníber 31,2019

Assets:

Cash andcash equivalents $2,021,108

Deposit with clearing organization 46,750
Commissions and fees receivable 142,579
Unbilled commissions and fees 38,716

Prepaid expenses 18,441

Total assets $2,267,594

Liabilities:

Accounts payable and accrued expenses $ 39,520

Management fees payable to affiliate 105,799

Income taxespayable to Community Bank System, Inc. . 9,625
Total liabilities 154,944

Shareholder's equity:
Common stock, $1.00par value, 50,000 shares authorized;

1,000 sharesissuedand outstanding 1,000

Additional paid-in capital 644,830

Retained earnings 1,466,820
Total shareholder's equity 2,112,650

Total liabilities and shareholder's equity $2,267,594

The accompanying notes are an integral part of the financial statements.
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Hand Securities, Inc.
Statement of Income

Year Ended December 31,2019

Revenues:

Commissions and fees $ 1,432,320

Interest 16,627
Total revenues 1,448,947

Operating expenses:

Management fee 1,217,387
Legal andprofessional fees 68,445
Other 31,505

Total operating expenses 1,317,337

Income before income taxes 131,610
Income taxes 33,217

Net income $ 98,393

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 31,2019

Additional

Common Stock Paid-in Peetained

Shares Amount Capital Earnings Total

Balance at January 1,2019 1,000 $1,000 $644,830 $1,368,427 $2,014,257

Net income 98,393 98,393

Balance at December 31,2019 1,000 $1,000 $644,830 $1,466,820 $2,112,650

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 31,2019

Operating activities:
Net income $ 98,393
Adjustments to reconcile net income to net cashprovided by operating activities:
Net changes in assets and liabilities:

Deposit with clearirig organization 4,502
Commissions and fees receivable 28,708
Unbilled commissions and fees 764

Prepaid expenses 681
Accounts payable and accrued expenses 9,608
Management fees payable to affiliate (4,034)
Income taxes payableto Community Bank System, Inc. (1,743)

Cashprovided by operating activities /Net increasein cashand cashequivalents 136,879

Cash andcash equivalents at beginning of year 1,884,229

Cash andcash equivalents at end of year $2,021,108

Supplemental disclosure:
Taxes paid to Community Bank System,Inc.in cash for the year ending December 31,2019 were $35,946.

The accompanying notes are an integral part of the financial statements.
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Hand Securities, Inc.
Notes to Financial Statements
December 31,2019

Note A: Organization and Nature of Business

Hand Securities, Inc.("the Company"), acts asan agent in connection with the purchase and sale of equity
anddebt securities and with the purchase and sale of sharesin mutual funds with customer accountscleared

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 PlansAdministrative 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 andExchange
Commission's ("SEC")Rule 15c3-3 anddoesnot hold customer funds or securities, but, as an introducing
broker-dealer, clearsall transactions with and for customers on a fully disclosed basis through a clearing
broker.Mutual fund activity is cleared utilizing Fund/SERV, anautomated service of National Securities

Clearing Corporation that acts asa 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 beenprepared on the accrual basis of accounting.

Cash and Cash Equivalents
The Company considersall liquid financial instruments with original maturities of less than 90 daysand not
pledged or otherwise restricted, as cashand cash equivalents. The carrying amounts approximate fair values
because of the short maturity of cashequivalents. At December 31, 2019, the Company's cashaccounts
exceededfederally insured limits by approximately $1,271,000.Approximately 68% of cashandcash
equivalents were held at one institution at December 31, 2019.

Commission Revenue

The Company has agreementswith 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, basedupon the market value of the assetsunder management and the applicable fee
rate. These feesare 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 administratiye functions that are described in the
prospectus for potential customers.Distribution feesrecognized in the current period areprimarily related
to performance obligations included in contracts signed in prior periods. The Company does not earn
performance-based indentives.

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 caseis the
market value of the fund assets. The constraint of commission revenue is resolved by the passageof time
and the determination of fund asset values. Revenue is recorded at each month end when fund values have

been materially determined eachmonth andsignificant revenue reversals arenot anticipated.

7



Contract Balances

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
alreadyreceived payment (or payment is due) from the customer. The Company's revenue stream is based
on standard month-end revenue accrualsfor 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, doesnot experience significant contract balances.There was approximately
$143,000and $171,000 of commissions and fees receivable and approximately $39,000 and $40,000
consideredunbilled fee revenue as of December 31,2019 and January1, 2019, respectively. There was no
uneamed revenue recorded in the Statement of Financial Condition at either December 31,2019 or January
1,2019.

Conimissions and feesreceivable 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 basedupon a review of outstanding receivables, historical collection information and existing
economic cotiditions. Commissions and feesreceivable are ordinarily due 30 daysafter the issuanceof the
invoice. Delinquent receivables are written off basedon individual credit evaluation and specific
circumstances of the customer. There was no allowance for doubtful accounts at December 31,2019.

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 shareof the tax provision either
remitted to or received from the Parent.Income tax expenseis basedon taxes currently payable or
refundable aswell 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 assetsand liabilities are
recorded at currently enacted income tax rates applicable to the period in which the deferred tax assetsand
liabilities are expected to be realized or settled. At December 31, 2019, the Company owed $9,625 to CBSI
for the Company's pro rata shareof income taxes anddid not have any deferred tax assets or liabilities.

Included in income taxes is $7,037,before federal benefit, of Texas Margin Tax, which is calculated asa
percent of gross revenue. Under Accounting StandardsCodification ("ASC") Section 740 Income Taxes,
this is considereda tax basedon 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 managementto make estimatesand 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 dateof the financial statements and the rep<>rtedamounts of
revenues andexpenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events
Companies are required to evaluateevents and transactions that occur after the balancesheet 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 balancesheet 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 balancesheet date but aroseafter that date. The Company has
evaluated events and transactions thro'ughFebruary 21, 2020,the date the financial statementswere issued,
and noted no subsequentevents requiring financial statement recognition or disclosure.
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New Accounting Pronouncements.

In June2016, the Financial Accounting Standards Board ("FASB") issuedAccounting StandardsUpdate
("ASU") No.2016-13, Financial Instruments - Credit Losses (Topic 326).This new guidance changeshow
entities will measure credit losses for most financial assets and certain other instruments that are not

measured at fair value through net income.This ASIJ will replace the "incurred loss" model under existing
guidance with an "expected loss"model, better known as CECL, for instruments measured at amortized
cost.CECL is effective for fiscal years beginning after December 15,2019,including interim periods within
those fiscal years.The implementation of this guidance is not expected to havea material impact on the
Company.

Note C: Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule (Rule 15c3-1),which requires the
maintenance of minimum net capital and that the ratio of aggregate indebtednessto net capital, both as
defined, shall not exceed 15 to 1. Rule 15c3-1 also provides that equity capital may not be withdrawn or
cashdividends paid if the resulting aggregate indebtednessto net capital ratio would exceed 10 to 1. At
December 31, 2019, the Company had net capital of $774,363,which was $724,363 in excess of its required
net capital of $50,000.The Company's ratio of aggregateindebtednessto regulatory riet capital was 0.20to
1.

Note D: Clearing Organization

The Company has an agreementwith 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 $25,000be maintained by the Company. The balancebears interest at a
rate determined by the clearing organization and is due on demand.

Note E: Contingent Liabilities

In the normal course of business, the Company'sactivities involve the execution, settlement and financing
of securitiestransactions through a clearing broker.These activities may exposethe Company to off-balance
sheet credit andmarket 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
associatedwith customer activities by requiring customers to maintain margin collateral in compliance with
various regulatory and internal guidelines andby 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 lossesto date
related to these risks,andno future lossesare anticipated, therefore no contingent liabilities have been
recorded as of the balance sheetdate.

Note F: Related-party Transactions

For the year ended December 31,2019,the Company recorded management fee expenses of $1,217,387 for
administrative and recordkeeping servicesprovided by Benefit Plan Administrative Services,LLC, an
affiliated company. At December 31,2019,$105,799 of this amount was payable to the affiliate.

The Company maintains a checking account with Community Bank N.A.,anaffiliated company. At
December 31, 2019,the balance in this account was $1,382,841.
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Note G: Income Taxes

Income tax expense includes these components:

Federal State Total

Current expense $26,155 $7,062 $33,217
Deferred benefit - - -

Income taxes $26,155 $7,062 $33,217

Federal current income tax expenseas 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 15c3-1 of the Securities and Exchange Commission
December 31, 2019

Net capital:
Tota1shareholder'sequity $2,112,650
Less:

Nonallowable assets (1,338,287)

Net capital $ 774,363

Nonallowable assets:
Commissions and fees receivable $ 51,984

Prepaid expenses 18,441
Excess cashat affiliate 1,267,862

Total nonallowable assets $1,338,287

Aggregate indebtedness $ 154,944

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 $ 724,363

Ratio of aggregate indebtedness to net capital 0.20to 1

Note: The above computation agrees to the computation of net capital under Rule 15c3-1 as of December
31, 2019,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 Requirements and Information Relating to Possessionor

Control Requirements Under Rule 15c3-3 of the Securities and Exchange Commission
December 31,2019

The Company has claimed exemption from SEC Rule 15c3-3paragraph (K) (2) (ii) as anotherbroker-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.
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BKD 2700 Post oak Boulevard, Suite 1500| Houston, TX77056-5829
CPAs& AdulSDIS 713.499.4600| Fax 713.499.4699i bkd.com

Report of Independent Registered Public Accounting Firm

Shareholder andBoard of Directors
Hand Securities, Inc.
Houston, Texas

We have reviewed management'sstatements, included in the accompanying Exemption Report, in which
(1) Hand Securities, Inc. (the Company) identified the following provisions of 17 CFR §15c3-3(k) under
which the Company claimed an exemption from 17 CFR §240.15c3-3: (k)(2)(ii) (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 andits statements.

Our review was conducted in accordancewith the standardsof the Public Company Accounting
Oversight Board (United States)and,accordingly, included inquiries and other required proceduresto
obtain evidence about the Company's compliance with the exemption provisions. A review is
substantially less in scopethan an examination, the objective of which is the expression of an opinion on
management's statements. Accordirigly, we do not expresssuch an opinion.

Based on our review,we arenot aware of any material modifications that should be made to
management's statementsreferred to above for them to be fairly stated, in all material respects, basedon
the conditions set forth in paragraph (k)(2)(ii) of Rule 15c3-3 under the Securities Exchange Act of1934.

BKD, LLP

Houston, Texas
February 21,2020
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Hand Securities, Inc.
Supplemental Schedule
Exemption Report
December 31,2019

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 andbelief, the Company states the following:

1. The Company claimed an exemption from 17 C.F.R.§240.15c3-3 under the provision of 17 C.F.R.§
240.15c3-3 (k)(2)(ii) as the Company doesnot hold customer funds or securities, but as an introducing
broker-dealer, clears all transactions with and for customers on a fully-disclosed basis with a clearing
broker which carries all of the accounts of such customers and maintains and preserves such books

and records pertaining thereto pursuant to the requirements of 17 C.F.R.§240.17a-3 and C.F.R.§
240.17a-4, as are customarily made and kept by a clearing broker or dealer.

2. The Company met the identified exemption provisions of 17 C.F.R.§240.15c3-3 (k)(2)(ii) throughout
the most recent fiscal year endedDecember 31, 2019, without exception.

Hand Securities, Inc.

I, Stephen Hand,affirm that, to my best knowledge andbelief, this Exemption Report is true andcorrect.

By: /s/ Stephen S.Hand

Title: Executive Vice President

Hand Securities, Inc.

February 21, 2020
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