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To the Board of Directors and Stockholders 
of D. B. McKenna & Co., Inc.: 

Report on the Financial Statements 

Independent Auditors' Report 

We have audited the accompanying statements of financial condition of D. B. McKenna & Co., Inc. (the Company) as of 
December 31, 2013 and 2012 and the related statements of operations and changes in comprehensive income (loss), 
changes in stockholders' equity and cash flows for the years then ended that are filed pursuant to Rule 17a-5 under the 
Securities Exchange Act of 1934, and the related notes to the financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
accounting standards generally accepted in the United States of America; this includes the design, implementation and 
maintenance of internal control relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in 
accordance with auditing standards generally accepted in the United States of America. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the fmancial 
statements. The procedures selected depend on the auditors' judgment, including the assessments of the risks of material 
misstatement of the fmancial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the Company's preparation and fair presentation of the financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of 
D. B. McKenna & Co., Inc., as of December 31, 2013 and 2012, and the results of its operations and its cash flows for 
the years then ended in conformity with accounting principles generally accepted in the United States of America. 



Report on Supplementary Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements taken as a whole. The 
information contained in the Computation of Net Capital and Aggregate Indebtedness is presented for purposes of 
additional analysis and is not a required part of the basic fmancial statements, but is supplemental information required 
by Rule 17a-5 of the Securities and Exchange Act of 1934. Such information is the responsibility of management and 
was derived from and relates directly to the underlying accounting and other records used to prepare the financial 
statements. The information in the Computation of Net Capital and Aggregate Indebtedness has been subjected to the 
auditing procedures applied in the audit of the financial statements and certain additional procedures, including 
comparing and reconciling such information directly to the underlying accounting and other records used to prepare the 
fmancial statements or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information in the 
Computation of Net Capital and Aggregate Indebtedness is fairly stated in all material respects in relation to the financial 
statements as a whole. 

A von, Connecticut 
February 28, 2014 

2 



D. B. McKenna & Co., Inc. 
Statements of Financial Condition 

December 31,2013 and 2012 

2013 2012 
Assets 

Current assets: 
Cash and cash equivalents $ 186,885 $ 152,707 
Restricted cash 30,082 30,078 
Accounts receivable 24,834 202 

Total current assets 241,801 182,987 

Investments 25,360 12,917 

Fixed assets: 
Equipment 55,171 55,171 
Accumulated depreciation (55,171) (51,465) 

Fixed assets, net 3,706 

Total assets $ 267,161 $ 199,610 

Liabilities and Stockholders' Equity 
Liabilities: 

Accrued expenses $ 102,165 $ 43,673 

Total liabilities 102,165 43,673 

Stockholders' equity: 
Common stock, no par value, 10 shares 

authorized, issued and outstanding, at cost 8,000 8,000 
Contributed capital 40,000 40,000 
Accumulated other comprehensive income (loss) 3,436 (9,007) 
Retained earnings 113,560 116,944 

Total stockholders' equity 164,996 155,937 

Total liabilities and stockholders' equity $ 267,161 $ 199,610 

The accompanying notes are an integral part of these financial statements. 
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D. B. McKenna & Co., Inc. 
Statements of Operations and Changes in Comprehensive Income (Loss) 

For the Years Ended December 31,2013 and 2012 

2013 2012 
Revenues: 

Commissions $ 778,624 $ 573,596 
Professional fees 90,217 67,749 
Dividend and interest income 248 405 

Total revenues 869,089 641,750 

Expenses: 
Wages 648,543 456,549 
Employee benefits 60,972 53,175 
Rent 50,200 38,052 
Payroll and other taxes 34,561 31,033 
Supplies and other 25,967 16,802 
Professional fees 15,867 11,283 
Licenses, dues and fees 7,529 6,392 
Advertising 6,526 8,785 
Insurance 6,272 9,146 
Travel and entertainment 6,139 2,754 
Depreciation 3,706 1,315 
Publications 3,126 1,863 
Telephone 1,614 1,504 
Television service 1,037 924 
Miscellaneous 114 73 
Auto expense 1,138 

Total expenses 872,173 640,788 

Net (loss) income before taxes (3,084) 962 

Provision for taxes (300) (250) 

Net (loss) income (3,384) 712 

Other comprehensive loss: 
Umealized gains (losses) on investments 12,443 (2,396) 

Comprehensive income (loss) $ 9,059 $ (1,684) 

The accompanying notes are an integral part of these financial statements. 
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D. B. McKenna & Co., Inc. 
Statements of Changes in Stockholders' Equity 

For the Years Ended December 31,2013 and 2012 

Accumulated 
Other Total 

Common Contributed Comprehensive Retained Stockholders' 

Stock Capital Income (Loss) Earnings Equity 

Balance as of January I, 2012 $ 8,000 $ 40,000 $ (6,611) $ 116,232 $ 157,621 

Umealized losses on investments - - (2,396) - (2,396) 

Net income - - - 712 712 

Balance as of December 3 I, 2012 8,000 40,000 (9,007) 116,944 155,937 

Umealized gains on investments - - 12,443 - 12,443 

Net loss - - - (3,384) (3,384) 

Balance as of December 31, 2013 $ 8,000 $ 40,000 $ 3,436 $ 113,560 $ 164,996 

The accompanying notes are an integral part of these financial statements. 
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D. B. McKenna & Co., Inc. 
Statements of Cash Flows 

For the Years Ended December 31,2013 and 2012 

2013 2012 
Cash flows from operating activities: 

Net (loss) income $ (3,384) $ 712 
Adjustments to reconcile net (loss) income 

to net cash provided by operating activities: 
Depreciation 3,706 1,315 
Changes in assets and liabilities: 

Accounts receivable (24,632) 200 
Accrued expenses 58,492 2,344 

Net cash provided by operating activities 34,182 4,571 

Cash flows from investing activities: 
Purchases of equipment (802) 

Net cash used in investing activities (802) 

Net increase in cash and cash equivalents 34,182 3,769 

Cash, cash equivalents and restricted cash, beginning of year 182,785 179,016 

Cash, cash equivalents and restricted cash, end of year $ 216,967 $ 182,785 

The accompanying notes are an integral part of these financial statements. 
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D. B. McKenna & Co., Inc. 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2013 and 2012 

Note 1 -General 

Organization - D. B. McKenna & Co., Inc. (the Company) is a privately owned corporation. The Company 
operates as a retail stock brokerage business and is located at 207 Main Street in Bennington, Vermont. D.B. 
McKenna Co., Inc. operates through a broker-dealer contract with Raymond James and Associates, Inc. (RJA). 

Description of Business - The Company does not hold funds or securities for, or owe funds or securities to 
customers. The Company is involved in mutual fund sales and is subject to the reserve requirement provisions of 
Rule 15c3-3. However, to conform to the exemption provision under Rule 15c3-3, the Company has established a 
segregated cash account for the exclusive benefit of customers and is exempt from the calculation of a reserve 
requirement within Rule 15c3-3 under the exemptive provision Section (k)(2)(ii) of the Securities and Exchange 
Act of 1934. The Company is registered with the Securities and Exchange Commission and is a member of the 
Financial Industry Regulatory Authority (FINRA) and Securities Investor Protection Corporation. The Company is 
subject to federal and state security laws, as well as FINRA regulations. 

Note 2 -Summary of Significant Accounting Policies 

Basis of Reporting - The accompanying financial statements have been prepared in conformity with the accounting 
principles generally accepted in the United States of America (GAAP), as promulgated by the Financial Accounting 
Standards Board (FASB) Accounting Standards Codification (ASC). 

Cash and Cash Equivalents - The Company classifies certain securities with original maturity dates of three 
months or less as cash equivalents. The Federal Deposit Insurance Corporation (FDIC) insures cash balances up to 
$250,000 per depositor, per bank. It is the Company's policy to monitor the financial strength of the bank that 
holds deposits on an ongoing basis. Cash equivalents are comprised of money market funds. Money market funds 
are not insured by the FDIC and are not a risk-free investment. Money market funds invest in a variety of 
instruments including mortgage-backed and asset-backed securities. Although a money market fund seeks to 
preserve its $1 per share value, it is possible that a money market fund's value can decrease below $1 per share. 

Restricted Cash - The Company maintains a restricted cash account with RJA. This is in accordance with the terms 
of the agreement between the Company and RJA, the clearing broker. 

Investments- The Company's investments are measured at fair value in accordance with FASB ASC 820, "Fair 
Value Measurements and Disclosures," which defines fair value, establishes a framework for measuring fair value 
and requires certain disclosures about fair value measurements. That framework provides a fair value hierarchy 
that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives the highest 
priority to unadjusted quoted prices in active markets for identical assets (Level 1 measurements) and lowest 
priority to unobservable inputs (Level3 measurements). 

The three levels of the fair value hierarchy under F ASB ASC 820 are described as follows: 

Level 1 - Inputs to the valuation methodology are unadjusted quoted prices for identical assets in active markets 
the Company has the ability to access. 
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D. B. McKenna & Co., Inc. 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2013 and 2012 

Note 2- Summary of Significant Accounting Policies (continued) 

Level 2 - Inputs to the valuation methodology include: 

• Quoted prices for similar assets in active markets; 
• Quoted prices for identical or similar assets in inactive markets; 
• Inputs other than quoted prices that are observable for the asset; and 
• Inputs that are derived principally from or corroborated by observable market data by correlation or other 

means. 

If the asset has a specified (contractual) term, the Level2 input must be observable for substantially the full term 
of the asset. 

Level 3 - Inputs to the valuation methodology are unobservable and significant to the fair value measurement. 

The Company has classified its investments in accordance with F ASB ASC 820, as further described in Note 3. 

Fixed Assets - Equipment is recorded at cost and is being depreciated on the income tax basis. This basis does not 
conform to GAAP. The difference between the accelerated tax basis and straight-line depreciation does not 
materially affect the fair presentation of financial condition as of December 31, 2013 and 2012. 

Income Taxes - The Company accounts for income taxes in accordance with F ASB ASC 740 "Income Taxes". 
FASB ASC 740 is an asset and liability method, which requires the recognition of deferred tax assets and liabilities 
for the expected future tax consequences of temporary differences between the tax and financial reporting basis of 
certain assets and liabilities. 

The Company accounts for uncertain tax positions in accordance with FASB ASC 740. FASB ASC 740 provides a 
framework for how companies should recognize, measure, present and disclose uncertain tax positions in the 
financial statements. The Company did not record any unrecognized tax benefits as of December 31, 2013 and 
2012. The Company's policy is to include interest and penalties related to unrecognized tax benefits as a 
component of its provision for income taxes. As of December 31, 2013 and 2012, the Company did not record any 
penalties or interest associated with unrecognized tax benefits. The Company's past three tax years are open and 
subject to examination. 

Recent Accounting Pronouncements- In February 2013, the FASB issued ASU 2013-02, "Comprehensive Income 
(Topic 220) Reporting of Amounts Reclassified Out of Accumulated Other Comprehensive Income." This update 
clarifies that a reporting entity is required to provide information about the amounts reclassified out of accumulated 
other comprehensive income by component. In addition, a reporting entity is required in certain circumstances, to 
present, either on the face of the statement where net income is presented or in the notes to the financial statements, 
significant amounts reclassified out of accumulated other comprehensive income by the respective line items of net 
income. For amounts that are not required under GAAP to be reclassified in their entirety to net income, a 
reporting entity is required to cross-reference to other disclosures required under GAAP that provide additional 
detail about those amounts. This ASU is effective for reporting periods beginning after December 15, 2013, with 
early adoption permitted. This new pronouncement was early adopted and did not have any impact on the 
Company's presentation of the components of comprehensive income. 
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D. B. McKenna & Co., Inc. 
Notes to the Financial Statements 

As of and for the Years Ended December 31, 2013 and 2012 

Note 2- Summary of Significant Accounting Policies (continued) 

Use of Estimates - The preparation of financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses, along with 
the disclosure of certain contingent assets and liabilities as of the financial statement date. Actual results in the 
future could vary from the amounts derived from management's estimates and assumptions. 

Subsequent Events- Subsequent events have been evaluated through February 28, 2014, the date through which 
the financial statements were available for issuance. Management believes there are no subsequent events that have 
a material impact on the financial statements. 

Note 3 -Investments 

As of December 31, 2013 and 2012, the Company held two common stocks with a market value of $25,360 and 
$12,917, respectively. The equities had unrealized gains of $3,436 and unrealized losses of $9,007, as of December 
31, 2013 and 2012, respectively. These equities are classified as Level 1 in accordance with FASB ASC 820. No 
other than temporary impairment losses have been recognized in 2013 or 2012. One equity has been in an 
unrealized loss position of $3,704 for greater than twelve months, however management believes there is no 
impairment loss to be recognized. 

Note 4- Accumulated Other Comprehensive Income 

The Company did not have any reclassification adjustments out of accumulated other comprehensive income into 
net income for 2013 or 2012. 

Note 5- Net Capital 

The Company, as a registered broker-dealer in securities, is subject to the uniform net capital rule under the 
Securities Exchange Act of 1934 (SEC Rule 15c3-1 ). The Company must maintain a minimum net capital of the 
greater of 6.67% of aggregate indebtedness or $50,000, and the ratio of aggregate indebtedness to net capital, both 
as defined, may not exceed 15 to 1. The rule also requires that equity capital may not be withdrawn or cash 
dividends be paid if net capital is less than 120% of the Company's minimum net capital requirement or its ratio of 
aggregate indebtedness to net capital exceeds 1 0 to 1. 

As of December 31, 2013 and 2012, the Company had adjusted net capital of $158,803 and $149,129, respectively, 
with a minimum net capital requirement of $50,000 for both years. The ratio of aggregate indebtedness to net 
capital was .64 to 1 and .29 to 1 for December 31, 2013 and 2012, respectively. 

There were no dividends paid for the years ended December 31, 2013 and 20 12. 

Note 6- Income Taxes 

The Company has provided a provision for the minimum state income tax and has no federal income taxes for the 
years ended December 31, 2013 and 2012. In addition, the Company has no material deferred tax assets or 
liabilities as of December 31, 2013 or 2012. 
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D. B. McKenna & Co., Inc. 
Notes to the Financial Statements 

As of and for the Years Ended December 31,2013 and 2012 

Note 7 - Concentrations of Credit Risk 

The Company is exposed to market risk on the various cash and investments it holds related only to its net capital 
requirements. Market risk is the potential change in an instrument's value caused by fluctuations in interest rates, 
equity prices or other factors. The level of market risk is influenced by the volatility and the liquidity of the 
markets in which financial instruments are traded. 

The Company is also exposed to credit risk, which is the risk of loss if an issuer or a counterparty fails to perform 
its obligations under contractual terms and the collateral held, if any, is deemed worthless (default risk). The 
Company has established policies and procedures for mitigating credit risk on principal transactions, including 
reviewing and establishing limits for credit exposure, maintaining collateral, and continually assessing the 
creditworthiness of counterparties. 

Note 8- Related Parties 

The Company paid rent expense to McKenna Realty Co., which is owned by Donald McKenna in the amount of 
$50,200 and $38,052 for the years ended December 31,2013 and 2012, respectively. 

In addition, during 2013 the Bennington Financial Planning Group (BFPG), of which Donald McKenna is the 
President, paid the Company $51,515 in fees for trades placed and other business services. During 2012, BFPG 
paid the Company $52,619 in fees for trades placed and other business services. 
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D. B. McKenna & Co., Inc. 
Computation of Net Capital and Aggregate Indebtedness 

Pursuant to Rule 15c3-1 ofthe Securities and Exchange Commission 
For the Years Ended December 31,2013 and 2012 

2013 2012 

Net Capital: 

Stockholders' equity $ 164,996 $ 155,937 

Nonallowable assets (3,706) 

Haircuts on cash, cash equivalents and investments (6,193) (3,102) 

Total net capital 158,803 149,129 

Less: net capital requirement 
[6.67% of aggregate indebtedness or $50,000] 50,000 50,000 

Net capital in excess of requirements $ 108,803 $ 99,129 

Aggregate Indebtedness: 

Total liabilities $ 102,165 $ 43,673 

Aggregate indebtedness $ 102,165 $ 43,673 

Ratio of aggregate indebtedness to net capital 0.64 0.29 

Note: There are no material differences between the preceding computation and the Company's corresponding 
unaudited Part II of Form X-17a-5 as of December 31, 2013 and 2012. 

Refer to Independent Auditors' Report 
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Supplemental Report on Internal Control Required by SEC Rule 17a-5(g)(l) for a Broker-Dealer 
Claiming an Exemption From SEC Rule 15c3-3 

To the Board of Directors and Stockholders 
of D. B. McKenna & Co., Inc.: 

In planning and performing our audit of the financial statements of D. B. McKenna & Co., Inc. (the Company) as of 
and for the year ended December 31, 2013 in accordance with auditing standards generally accepted in the United 
States of America, we considered the Company's internal control over financial reporting (internal control) as a 
basis for designing our auditing procedures for the propose of expressing an opinion on the financial statements, but 
not for the purpose of expressing an opinion on the effectiveness of the Company's internal control. Accordingly, 
we do not express an opinion on the effectiveness of the Company's internal control. 

Also, as required by Rule 17a-5(g)(l) of the Securities and Exchange Commission (SEC), we have made a study of 
the practices and procedures followed by the Company, including consideration of control activities for 
safeguarding securities. This study included tests of such practices and procedures that we considered relevant to 
the objectives stated in Rule 17a-5(g) in making the periodic computations of aggregate indebtedness and net 
capital under Rule 17a-3(a)(ll) and for determining compliance with the exemptive provisions of Rule 15c3-3. 
Because the Company does not carry securities accounts for customers or perform custodial functions relating to 
customer securities, we did not review the practices and procedures followed by the Company in any of the 
following: 

1. Making quarterly securities examinations, counts, verifications, and comparisons and recordation of 
differences required by Rule 17a-13. 

2. Complying with the requirements for prompt payment for securities under Section 8 of Federal 
Reserve Regulation T of the Board of Governors of the Federal Reserve System. 

The management of the Company is responsible for establishing and maintaining an internal control and the 
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and 
judgments by management are required to assess the expected benefits and related costs of controls and of the 
practices and procedures referred to in the preceding paragraph and to assess whether those practices and 
procedures can be expected to achieve the SEC's previously mentioned objectives. Two of the objectives of 
internal control and the practices and procedures are to provide management with reasonable but not absolute 
assurance that assets for which the Company has responsibility are safeguarded against loss from unauthorized use 
or disposition and that transactions are executed in accordance with management's authorization and recorded 
properly to permit preparation of financial statements in conformity with generally accepted accounting principles. 
Rule 17a-5(g) lists additional objectives of the practices and procedures listed in the preceding paragraph. 

Because of inherent limitations in internal control and the practices and procedures referred to above, errors or 
fraud may occur and not be detected. Also, projection of any evaluation of them to future periods is subject to the 
risk that they become inadequate because of changes in conditions or that the effectiveness of their design and 
operation may deteriorate. 
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A deficiency in internal control exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of deficiencies, in 
internal control that is less severe than a material weakness, yet important enough to merit attention by those 
charged with governance. 

A material weakness is a deficiency, or combination of deficiencies, in internal control such that there is a 
reasonable possibility that a material misstatement of the company's financial statements will not be prevented, or 
detected and corrected, on a timely basis. 

Our consideration of internal control was for the limited purpose described in the first and second paragraphs and 
would not necessarily identify all deficiencies in internal control that might be material weaknesses. We did not 
identify any deficiencies in internal control and control activities for safeguarding securities, that we consider to be 
material weaknesses, as defined above. However, we identified a deficiency in internal control that we consider to 
be a significant deficiency, as defined above, and communicated it in writing to management and the Board of 
Directors on February 28, 2014. The deficiency related to one audit entry for $24,834 relating to revenue accruals 
and commission expense. 

We understand that practices and procedures that accomplish the objectives referred to in the second paragraph of 
this report are considered by the SEC to be adequate for its purposes in accordance with the Securities Exchange 
Act of 1934 and related regulations, and that practices and procedures that do not accomplish such objectives in all 
material respects indicate a material inadequacy for such purposes. Based on this understanding and on our study, 
we believe that the Company's practices and procedures were adequate as of December 31, 2013, to meet the 
SEC's objectives. 

This report is intended solely for the information and use of the Stockholders, management, the Securities and 
Exchange Commission, the Financial Industry Regulatory Authority and other regulatory agencies which rely on 
Rule 17a-5 under the Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is 
not intended to be and should be not used by anyone other than these specified parties . 

. 
Lvfk..r:... ~ ~u'OO/ _, L-U 

A von, Connecticut 
February 28, 2014 
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