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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

To the Board of Directors and Shareholder 
of H. C. Denison Co. 

Opinion on the Financial Statement 

We have audited the accompanying statement of financial condition of H. C. Denison Co. (the Company) 
as of September 30, 2020, and the related notes (collectively referred to as the financial statement). In our 
opinion, the statement of financial condition presents fairly, in all material respects, the financial position of 
H. C. Denison Co. as of September 30, 2020 in conformity with accounting principles generally accepted 
in the United States of America.  

Basis for Opinion 

This financial statement is the responsibility of H. C. Denison Co.’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 H. C. Denison Co. 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 have served as H. C. Denison Co.’s auditor since 2017.  

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 
regarding 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 presentation of the financial statement. We believe that our audit provides a reasonable basis for 
our opinion. 

 

 
 
 

Chicago, Illinois 

November 13, 2020 

 RYAN & JURASKA  LLP 
 



ASSETS

Cash 5,998$           

Clearing deposit 81,990           

Receivables:

Commissions 270,445         

Interest and dividends 35                  

Securities owned, at fair value 5,527             

Property and equipment, net of accumulated depreciation

  of $88,902 39,654           

403,649$       

The accompanying notes are an integral part of these

financial statements.
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LIABILITIES AND STOCKHOLDER'S EQUITY

Liabilities

Payables:

Clearing broker 5,526$           

Other 9,767             

Accrued liabilities:

Salaries, commissions and related withholdings 118,276         

Property taxes 8,950             

Total liabilities 142,519$       

Stockholder's equity

Common stock, no par value:

Authorized, 2,530 shares

Issued and outstanding, 2,530 shares 1,552,778      

Accumulated deficit (1,291,648)     

Total stockholder's equity 261,130         

403,649$       

The accompanying notes are an integral part of these

financial statements.
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition 
September 30, 2020 

 
 
Note 1 - Nature of business and significant accounting policies 
 
  A. Nature of business 
 
 H. C. Denison Co. (Company) is a broker and dealer in securities located in Sheboygan, 

Wisconsin and is considered to be an introducing broker. The Company clears all 
securities transactions through Hilltop Securities, Inc. (HTS). HTS also holds and 
maintains all of the Company’s customer accounts as well as the Company’s securities 
owned. The Company is registered with the Securities and Exchange Commission (SEC) 
and is a member of the Financial Industry Regulatory Authority (FINRA). 

 
  B. Subsequent events 
 
 The Company has evaluated events and transactions for potential recognition or 

disclosure in the statement of financial condition through November 13, 2020, the date 
which the statement of financial condition was available to be issued. 

 
  C. Use of estimates 
 
 The preparation of the 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 certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

 
  D. Securities owned and revenue recognition of securities transactions 
 
 Securities and commodities transactions of the Company are recorded on a trade-date 

basis. 
 
 Amounts receivable and payable for securities transactions that have not reached their 

contractual settlement date are recorded net on the statement of financial condition. 
 
 Securities are recorded at fair value. See Notes 1H and 5 for a discussion of fair value 

measurements. 
 
  E. Revenue recognition and commissions 
 
 Commissions and related clearing expenses are recorded on the trade-date basis as 

securities transactions occur. Commissions receivable are normally collected in the month 
following when they are earned. At September 30, 2020, management determined that no 
valuation allowance was necessary for uncollectible receivables. See note 8 for discussion 
of Revenue from contracts with customers 
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition, Continued 
September 30, 2020 

 
 
Note 1 - Nature of business and significant accounting policies, continued 
 
  F. Property, equipment and depreciation 
 
 Property and equipment are stated at cost. Expenditures for additions and improvements 

are capitalized while replacements, maintenance and repairs which do not improve or 
extend the lives of the respective assets are expensed currently as incurred. Properties 
sold or otherwise disposed of are removed from the property accounts, with gains or 
losses on disposal credited or charged to operations. 

 
 Depreciation is calculated over the estimated useful lives of the respective assets using 

the straight-line method. 
 
  G. Income taxes 
 
 The Company has elected, by consent of its stockholder, to be taxed as an S corporation 

under the provisions of the Internal Revenue Code and Wisconsin Statutes. Under those 
provisions, the Company does not pay federal and Wisconsin corporate income taxes on 
its taxable income and is not allowed a net operating loss carryover or carryback as a 
deduction. Instead, the stockholder is liable for individual income taxes on the taxable 
income of the Company. Accordingly, no provision for income taxes has been made by 
the Company. The Company periodically makes distributions to the stockholder for income 
taxes. 

 
 In accordance with U.S. GAAP, the Company is required to determine whether its tax 

positions are more likely than not to be sustained upon examination by the applicable 
taxing authority, based on the technical merits of the position. Generally, the Company is 
no longer subject to income tax examinations by major taxing authorities for the years 
before 2016. Based on its analysis, there were no tax positions identified by management 
which did not meet the “more likely than not” standard as and for the year ended 
September 30, 2020. 

 
  H. Fair value measurements 
 
 Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 

820, Fair Value Measurements and Disclosures, clarifies the definition of fair value, 
establishes a framework for measuring fair value and expands the disclosures on fair 
value measurements with respect to financial assets and liabilities that are measured at 
fair value within the financial statements on a recurring basis, and with respect to 
nonfinancial assets and liabilities that are measured at fair value within the financial 
statements on a nonrecurring basis, such as long lived and intangible assets. 
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition, Continued 
September 30, 2020 

 
 
Note 1 - Nature of business and significant accounting policies, continued 
 
  H. Fair value measurements, continued 
 
 FASB ASC 820 specifies a hierarchy of valuation techniques based on whether the inputs 

to those valuation techniques are observable or unobservable. Observable inputs reflect 
market data obtained from independent sources, while unobservable inputs reflect the 
Company’s market assumptions. The fair value hierarchy specified by ASC 820 is as 
follows: 

 

 Level 1 - Quoted prices in active markets for identical assets and liabilities. 
 

 Level 2 - Quoted prices for similar assets and liabilities in active markets, quoted 
prices for identical or similar assets and liabilities in markets that are not active or 
other inputs that are observable or can be corroborated by observable market data. 

 

 Level 3 - Unobservable inputs that are supported by little or no market activity and 
that are significant to the fair value of the assets or liabilities. 

 
The asset or liability’s fair value measurement level within the fair value hierarchy is based 
on the lowest level of any input that is significant to the fair value measurement. Valuation 
techniques used need to maximize the use of observable inputs and minimize the use of 
unobservable inputs. 

 
Following is a description of the valuation methodologies used for assets measured at fair 
value. There have been no changes in methodologies used as of September 30, 2020. 
 

 U.S. Government obligations and stocks: Valued at the closing price reported in the active 
market in which the individual security is traded. 

 
 Corporate and municipal bonds: Valued at the closing price reported in the active market 

in which the bond is traded, if available. Certain bonds are valued at the last reported bid 
and asked prices and other bonds are valued based on yields currently available on 
comparable securities of issues with similar ratings. 

 
 The preceding methods described may produce a fair value calculation that may not be 

indicative of net realizable value or reflective of future fair values. Furthermore, although 
the Company believes its valuation methods are appropriate and consistent with other 
market participants, the use of different methodologies or assumptions to determine the 
fair value of certain financial instruments could result in a different fair value measurement 
at the reporting date. 
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition, Continued 
September 30, 2020 

 
Note 1 - Nature of business and significant accounting policies, continued 

 
  I. Recently issued accounting standards 
 

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which is expected 
to increase transparency and comparability among organizations. The core principle of 
this guidance is that a lessee should recognize the assets and liabilities that arise from 
leases. The standard requires lessees to reflect most leases on their balance sheet as 
lease liabilities with a corresponding right-of-use asset, while leaving presentation of lease 
expense in the statement of income largely unchanged. The standard also eliminates the 
real-estate specific provisions that exist under current U.S. GAAP and modifies the 
classification criteria and accounting which lessors must apply to sales-type and direct 
financing leases. The standard is effective for the year ending September 30, 2020, with 
early adoption permitted. The Company experienced no impact from ASU 2016-02 on the 
Company's financial statements. 

 
Note 2 – Off-Balance sheet risk 
 

Customer transactions are introduced to and cleared through the Company’s clearing 
broker, HTS, on a fully disclosed basis. Under the terms of its clearing agreement, the 
Company is required to guarantee the performance of its customers in meeting 
contracted obligations. Such transactions may expose the Company to significant off-
balance-sheet risk in the event margin requirements are not sufficient to fully cover losses 
that customers may incur. In the event the customer fails to satisfy its obligations, the 
Company may be required to purchase or sell financial instruments at prevailing market 
prices to fulfill the customer’s obligations. In conjunction with the clearing broker, the 
Company seeks to control the risks associated with its customer activities by requiring 
customers to maintain collateral in compliance with various regulatory and internal 
guidelines. Compliance with the various guidelines is monitored daily and, pursuant to 
such guidelines. The customers may be required to deposit additional collateral or reduce 
positions where necessary. 
 
The Company does not anticipate nonperformance by customers or its clearing broker. 
In addition, the Company has a policy of reviewing, as considered necessary, the clearing 
broker with which it conducts business. 

 
The Company maintains cash deposits at several banks. Deposits at each bank are 
insured by the Federal Deposit Insurance Corporation up to $250,000 per entity. The 
Company’s cash deposits, at times, may exceed these limits. 
 
The Company’s securities are subject to various risks, including market, credit and 
interest rate risks.                                                                
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition, Continued 
September 30, 2020 

 
Note 3 - Clearing deposit 

 
In accordance with the agreement with its clearing broker, HTS, the Company is required 
to maintain a minimum cash deposit with HTS in the amount of $50,000. The Company 
is dependent on HTS for the everyday processing of customer transactions as required 
under the provisions of paragraph (k)(2)(ii) of Rule 15c3-3 of the Securities and Exchange 
Commission. As of September 30, 2020, the Company maintained $81,990 in clearing 
deposits at HTS. 

 
Note 4 - Payable to clearing broker 

 
As discussed in Note 1A, HTS clears and holds securities owned by the Company. The 
amount payable to this clearing broker relates to securities purchased by the Company, 
for which they have not yet remitted payment, and is collateralized by securities owned 
by the Company. 
 

Note 5 - Securities owned and fair value measurements 
 
The following table presents, for each of the fair value hierarchy levels, determined on 
the basis of the nature and risks, the Company’s financial assets at September 30, 2020 
that are measured at fair value on a recurring basis: 

 
                        Fair Value Measurements Using  
  Total Level 1 Level 2 Level 3 
 Assets 
Securities owned: 
  Stocks  $ 653 $ 653 $ - $ - 
Corporate bonds: 
  A- credit rating  4,874  4,874  -  - 
Municipal bonds: 
  BBB- credit rating  -  -  -  - 
U.S. Government obligations  -  -  -  - 
 
    $ 5,527 $ 5,527 $  $ - 
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H. C. DENISON CO. 
 

Notes to Statement of Financial Condition, Continued 
September 30, 2020 

 
Note 6 - Net capital requirements 

 
The Company is subject to the Securities and Exchange Commission Uniform Net Capital 
Rule (SEC Rule 15c3-1), 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. At September 30, 2020, the Company had net capital of $173,253  which 
was $73,253 in excess of its required net capital of $100,000. The Company’s ratio of 
aggregate indebtedness to net capital was 0.7907 to 1. 
 

Note 7 - Related party transactions and lease commitment  
 
The Company leases its Sheboygan office facility under a month-to-month agreement 
from a former stockholder for approximately $4,000 per month. The Company is required 
to pay real estate taxes, insurance and the cost of the normal repairs and maintenance 
to the building. 
 

Note 8 - Revenue from contracts with customers  
 

The Company recognizes revenue in accordance with ASC Topic 606 Revenue from 
Contracts with Customers effective in 2018. The recognition and measurement of 
revenue is based on the assessment of individual contract terms. Significant judgement 
is required to determine whether performance obligations are satisfied at a point in time 
or over time.  
 
Commission Income. The Company buys and sells securities on behalf of customers. 
Each time a customer enters into a buy or sell transaction, the Company charges a 
commission. Commissions and related clearing expenses are recorded on the trade date 
(the date the Company fills the trade order by finding and contracting with a counterparty 
and confirms the trade with a customer). 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 agreed upon and the risks and 
rewards of ownership have been transferred to/from the customer. 
 
 
 
 
 
 
 
 
 
 
 
 

A copy of the Company’s financial report on Form X-17A-5 as of September 30, 2020 is available 
for examination and copying at the Company’s office at 618 N. 7th Street, Sheboygan, Wisconsin, 
and at the office of the Securities and Exchange Commission in Chicago, Illinois. 
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