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OATH OR AFFIRMATION

1, I. Benjamin Dunn , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Covington Associates LLC , as

of December 31 .20_13  , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietof, principal officer or director has any proprietary interest in any account

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

None

"ﬂ J:/ fows
@/M ‘‘‘‘‘‘ Z —— w‘;’/ﬁ‘jf/g/‘
Signature /
Member
Title

/Nota‘;y Public Q
This report 1* contains (check aH4pplicable boxes):

B (A) Facing Page.

3 (b)~Stdtement of Financial Condition.

3 (c) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

& (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (H Statement of Changes in Liabilities Subordinated to Claims of Creditors.

@ (g) Computation of Net Capital.

O m 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.

LJ () AReconciliation, 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.

00 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation,

@ (1) An Oath or Affirmation.

L1 (m) A copy of the SIPC Supplemental Report.

O (n) Areport describing 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).




I I Iy T I D BN BE I EE EBE BN &E EBE BN

COVINGTON ASSOCIATES LLC

FINANCIAL STATEMENTS
AND SUPPLEMENTARY INFORMATION

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012



COVINGTON ASSOCIATES LLC

CONTENTS

Independent Auditors’ RePOTt..........ccoooiviiiiimiiiiiiiii 1-2
Financial Statements

Statements of Financial Condition ........cceeeveeeerrienriiiiiiiiinieii i 3

StAtemMENtS OF INCOIMIE «...vviviieeieiteeee ettt et sb st sbe s e ae s s b s b e e bssraebaensnaaaes 4

Statements of Changes in Members’ EQUILY ....ccoooiviiiiiiiiinie e 5

Statements OF CaSH FIOWS ....ooviiiiriirieiieeirie ettt sttt eb bbb es s s e s 6
Notes to Financial Statements...........ccooeveviiiiiinii s 7-10
Supplementary Information

Schedule I:

Computation of Net Capital Pursuant to Rule 15¢3-1 ..o 11

Schedule II:

Computation of Reserve Requirement Pursuant to Rule 15¢3-3. ..o 12

Schedule ITI

Information Relating to Possession or Control Requirements Pursuant to Rule 15¢3-3 .......... 13

Independent Auditors’ Report on Internal Control
Required by SEC Rule 17a-5(2)(1) ...ccoooiviiiiiiiiieen s 14-15



MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT

To the Members
Covington Associates LLC

Report on the Financial Statements

We have audited the accompanying financial statements of Covington Associates LLC (the
“Company”), which comprise the statement of financial condition as of December 31, 2013, and the
related statements of income, changes in members' equity, and cash flows for the year 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 principles 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit 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 financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial 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 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.
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Covington Associates, LLC as of December 31, 2013, and the results of its
operations and its cash flows for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

Other Matter

The financial statements of Covington Associates, LLC as of December 31, 2012, were audited by
Parent, McLaughlin & Nangle, Certified Public Accountants, Inc., whose practice was combined
with Marcum LLP as of February 1, 2013, and whose report dated February 26, 2013, expressed an
unmodified opinion on those statements.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the 2013 financial statements as a
whole. The supplementary information contained in Schedules I, II and I11 is presented for purposes
of additional analysis and is not a required part of the financial statements, but is supplementary
information required by Rule 17a-5 under the Securities 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 Schedules
I, II and III 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 financial 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
Schedules 1, II and III is fairly stated in all material respects in relation to the 2013 financial
statements as a whole.

M orewn LLF

Boston, MA
March 3, 2014



COVINGTON ASSOCIATES LLC

STATEMENTS OF FINANCIAL CONDITION

DECEMBER 31, 2013 AND 2012

2013 2012

Assets
Cash and cash equivalents $ 493,119 533,065
Accounts receivable 1,259,417 624,113
Due from members 79,713 17,000
Other assets 59,900 59,465
Office furniture and equipment, net of accumulated

depreciation of $167,199in 2013 and $141,854in 2012 52,473 45,975
Total Assets § 1,944,622 1,279,618
Liabilities and Members' Equity
Liabilities

Accounts payable $ 83,010 33,311

Accrued payroll 8,368 3,079
Total Liabilities 91,378 36,390
Members' Equity 1,853,244 1,243,228
Total Liabilities and Members' Equity § 1,944,622 1,279,618

The accompanying notes are an integral part of these financial statements.
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COVINGTON ASSOCIATES LLC

STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Revenues
Placement fees
Consulting income
Other income

Total Revenue

Operating Expenses
Salaries, wages and payroll taxes
Occupancy costs
General and administrative expenses
Consultants
Other operating expenses
Provision for doubtful accounts

Total Operating Expenses

Net Income

2013 2012
$ 6,691,487 § 13,776,679
1,565,289 1,097,820
152,728 194,967
8,409,504 15,069,466
1,287,570 1,669,666
251,644 201,816
841,155 633,971
2,326,885 3,023,386
657,702 631,522
256,532 139,685
5,621,488 6,300,046
$ 2,788,016 § 8,769,420

The accompanying notes are an integral part of these financial statements.
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COVINGTON ASSOCIATES LLC
STATEMENTS OF CHANGES IN MEMBERS’ EQUITY

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Members' Equity, January 1, 2012
Net income
Distributions to members

Members' Equity, December 31, 2012
Net income

Distributions to members

Members' Equity, December 31, 2013

$ 595,808
8,769,420
(8,122,000)
1,243,228
2,788,016
(2,178,000)

5 1853204

The accompanying notes are an integral part of these financial statements.
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COVINGTON ASSOCIATES LLC
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012

Cash Flows from Operating Activities
Net income $ 2,788,016 § 8,769,420
Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation 25,345 28,440
Change in operating assets and liabilities:
Accounts receivable (635,304) (433,614)
Other assets (435) 16,178
Accounts payable 49,699 (8,258)
Accrued payroll 5,289 3,079
Net Cash Provided by Operating Activities 2,232,610 8,375,245
Cash Flows from Investing Activities
Due from members (62,713) (17,000)
Purchases of office furniture and equipment (31,843) (16,879)
Net Cash Used in Investing Activities (94,556) (33,879)
Cash Flows from Financing Activities
Distributions to members (2,178,000) (8,122,000)
Net Cash Used in Financing Activities (2,178,000) (8,122,000)
Net Increase (Decrease) in Cash and Cash Equivalents (39,946) 219,366
Cash and Cash Equivalents - Beginning 533,065 313,699
Cash and Cash Equivalents - Ending $ 493,119 § 533,065

The accompanying notes are an integral part of these financial statements.
6



COVINGTON ASSOCIATES LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 1 - ORGANIZATION AND NATURE OF BUSINESS

Covington Associates LLC (the “Company”) was approved on November 25, 2003 as a
registered broker-dealer with the Securities and Exchange Commission (“SEC”) under SEC Rule
15(b) and is a member of the Financial Industry Regulatory Authority, Inc. (FINRA). The
Company’s revenue is primarily derived from providing investment banking services which
includes investment advisory services and participation in private placement offerings. The
Company operates under the exemptive provisions of paragraph (k)(2)(i) of SEC Rule 15¢3-3
which provides that the Company carries no margin accounts, promptly transmits all customer
funds and delivers all securities received in connection with its activities as a broker or dealer,
does not otherwise hold funds or securities for, or owe money or securities to, customers.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
REVENUE RECOGNITION

The Company recognizes revenue from placement fees upon completion of a private placement

l offering. A fee is earned by the Company and recorded at the time of the transaction which is
reasonably determinable. Advisory fees are typically received monthly and recognized when
earned.

CASH AND CASH EQUIVALENTS

For purposes of the statement of cash flows, the Company considers money market mutual funds
and all highly liquid debt instruments with a maturity of ninety days or less, when purchased, to
be cash equivalents. The Company places its cash deposits and temporary cash investments with
high credit quality financial institutions. At times, our cash and cash equivalents may be
uninsured or in deposit accounts that exceed the Federal Deposit Insurance Corporation
(“FDIC”) insurance limit. At December 31, 2013, all of the Company's cash is held at one
financial institution.

OFFICE FURNITURE AND EQUIPMENT
Office furniture and equipment are recorded at cost. The Company provides for depreciation on

a straight-line basis over the estimated useful lives of the respective assets, which range from
three to ten years.




COVINGTON ASSOCIATES LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

ACCOUNTS RECEIVABLE

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. Management provides for probable uncollectible amounts through a charge to earnings
and a credit to a valuation allowance based on its assessment of the current status of individual
accounts. Balances that are still outstanding after management has used reasonable collection
efforts are written off through a charge to the valuation allowance and a credit to accounts
receivable. No allowance for doubtful accounts was considered necessary at December 31,2013
and 2012,

USE OF ESTIMATES

The preparation of the Company's financial statements 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, and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ materially from those
estimates.

INCOME TAXES

The Company is classified as a partnership for federal and state income tax purposes. As a result,
members are taxed individually on their proportionate share of the Company’s earnings. The
Company’s net income or loss is allocated among the members in accordance with the
Company’s operating agreement. Therefore, the financial statements do not reflect a provision
for income taxes.

The Company recognizes and measures its unrecognized tax positions by assessing the
likelihood, based on their technical merit, that tax positions will be sustained upon examination
based on the facts, circumstances and information available at the end of each period. The
measurement of unrecognized tax positions is adjusted when new information is available, or
when an event occurs that requires a change. Interest and penalties associated with unrecognized
income tax positions, if identified, are classified as additional income tax expense in the
statements of income. The Company is subject to routine audits by taxing jurisdictions;
however, there are currently no audits for any periods in progress. The Company believes it is no
longer subject to income tax examinations for years prior to 2010.



COVINGTON ASSOCIATES LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
ADVERTISING

The Company expenses advertising costs as incurred. Advertising expenses amounted to
$98.985 and $41,013 for the years ended December 31, 2013 and 2012, respectively.

SUBSEQUENT EVENTS

The Company has evaluated subsequent events through the date the financial statements were
issued. All material subsequent events requiring adjustment to or disclosure in the financial
statements are reflected therein.

NoTE 3 - COMMITMENTS

The Company leases office space in various locations including Boston, MA; Chicago, IL; and
New York, New York. These leases expire on various dates through May 2017. In addition to
the base rent, the Company is obligated to pay a proportionate share of excess tax and operating
costs. Future minimum lease payments required under these operating leases at December 31,
2013 were as follows:

Years Ending December 31,

2014 $ 239,668
2015 211,067
2016 215,376
2017 90,888

5756999

Rent expense charged to operations amounted to $238,275 and $191,151 for the years ended
December 31, 2013 and 2012, respectively.

NOTE 4 - EMPLOYEE BENEFITS

The Company sponsors a 401(k) plan. The 401(k) plan entitles all full-time employees who meet
age and service eligibility requirements to make voluntary contributions to the plan.
Contributions cannot exceed the maximum amount under applicable provisions of the Internal
Revenue Code. The Company, at its discretion, may contribute to the plan. The Company
contributed $42,720 and $42,641 in 2013 and 2012, respectively.



COVINGTON ASSOCIATES LLC
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 5 - NET CAPITAL REQUIREMENT

The Company is a registered broker-dealer and, accordingly, is subject to the Securities and
Exchange Commission Uniform Net Capital Rule (“Rule 15¢3-1”), which requires the Company
to maintain minimum net capital, and requires that the ratio of aggregate indebtedness to net
capital, both as defined, shall not exceed 15 to 1. As of December 31, 2013, the Company had
net capital of $401,741 which was $395,649 in excess of its required net capital of $6,092. The
Company's ratio of aggregate indebtedness to net capital at December 31, 2013 was .23 to 1,
which was less than the maximum ratio of 15 to 1.

NOTE 6 - CONCENTRATION OF CREDIT RISK

The Company maintains cash deposits with a financial institution, the balances of which from
time to time may exceed the amount insured by the Federal Deposit Insurance Corporation.

NOTE 7 - MAJOR CUSTOMERS

During the year ended December 31, 2013, the Company derived gross revenues of
approximately $1,194,775 (14%) from one customer. Accounts receivable from this customer as
of December 31, 2013 amounted to $0. During the year ended December 31,2012, the Company
derived gross revenues of approximately $2,620,000 (17%) from a different customer. Accounts
receivable from this customer as of December 31, 2012 amounted to $135,159.

NOTE 8 — RELATED PARTY TRANSACTION
Due from members represents amounts to be reimbursed by certain members for 401(k)

contributions made by the Company on their behalf. As of December 31,2013 and 2012, these
reimbursements amounted to $79,713 and $17,000, respectively.
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COVINGTON ASSOCIATES LLC
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

DECEMBER 31, 2013

Schedule I

Computation of net capital:
Total members' equity $ 1,853,244

Less: non-allowable assets:
Accounts receivable and due from members $ (1,339,130)
Other assets (59,900)
Office furniture and equipment - net (52.473)

Non-allowable assets from the statement of
financial condition (1,451,503)

Net Capital $ 401,741

Aggregate Indebtedness
Items included in statement of financial condition:

Accounts payable and accrued payroll $ 91,378
Total Aggregate Indebtedness $ 91,378
Computation of basic net capital requirement:

Minimum net capital requirement:
1/15 x aggregate indebtedness or $ 6,092
Minimum dollar net capital requirement 5,000 6,092
Excess net capital $ 395,649
Net capital less greater of 10% of aggregate indebtedness
or 120% of minimum dollar net capital requirement $ 392,603
Percentage of aggregate indebtedness to net capital 22.75%

Reconciliation with Company's Computation

There are no differences between the preceding computation and the Company's corresponding
unaudited part II of Form X-17A-5 as of December 31, 2013.
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COVINGTON ASSOCIATES LLC

COMPUTATION OF RESERVE REQUIREMENTS PURSUANT TO RULE
15C3-3

DECEMBER 31, 2013

Schedule 11

The Company is exempt from the reserve requirements pursuant to Rule 15¢3-3 under paragraph

@)
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COVINGTON ASSOCIATES LLC

INFORMATION RELATING TO POSSESSION OR CONTROL
REQUIREMENTS PURSUANT TO RULE 15C3-3

DECEMBER 31, 2013

Schedule III

Information relating to possession or control requirements is not applicable to Covington
Associates LLC as the Company qualifies for exemption under Rule 15¢3-3(k)(2)(1).
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MARCUM

ACCOUNTANTS 4 ADVISORS

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5(g)(1)

To the Members
Covington Associates LLC

In planning and performing our audit of the financial statements of Covington Associates LLC (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
purpose of expressing our 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)(1) 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 (or aggregate debits) and net capital under Rule
17a-3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3.
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 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
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to permit the 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 or the practices and procedures referred to above,
error 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 may become inadequate because of changes in conditions or
that the effectiveness of their design and operation may deteriorate.

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 deficiency, or a
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 previously.

‘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 as described above in the second paragraph of this report were adequate at December
31, 2013, to meet the SEC's objectives.

This report is intended solely for the information and use of the members, managément, the SEC, the
Financial Industry Regulatory Authority, Inc. (“FINRA”), and other regulatory agencies that rely on

rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

WMoreunc LLF

Boston, MA
March 3, 2014
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