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OATH OR AFFIRMATION

I, Kathleen Halliwell , swear (or affirm) that, to the best of

my knowledge and belief, the accompanying financial statements andsupporting schedules pertaining to the firm of
D.M.Kelly & Company , as

of December 31,2019 ,are true and correct. I further swear (or affirm)

that neither the company nor any partner,proprietor, principal officer, or director hasany proprietary interest in any account
classified solely as that of a customer, except as follows:

MEGANLEACALMER Signature
CommissionNumber 803048

eb 0 Chief Compliance Officer
Title

Notary Public

This report*contains (checkall applicable boxes):

(a) Facing page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of CashFlows

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of General Creditors.

(g) Computation of net capital for brokers and dealers pursuant to Rule 15c3-l.

(h) Computation for determination of reserve requirements pursuant to Rule 15c3-3.

(i) Information relating to the possession or control requirements for brokers and dealers under Rule 15c3-3.

(j) A reconciliation, including appropriate explanation, of the computation of net capital underRule 1503-1 and the
computation for determination of the reserve requirements 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 Securities Investor Protection Corporation (SIPC) supplemental report.

(n) Exemption Report

** For conditions of confidential treatment ofcertain portions ofthis filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Board of Directors

D.M.Kelly & Company and Subsidiary

Opinion on the Financial Statement

We have audited the accompanying consolidated statement of financial condition of D.M.Kelly & Company and
Subsidiary (the "Company") as of December 31, 2019, 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 D.M. Kelly & Company as of December 31, 2019 in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statement based on our audit. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent
with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and
regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to error or fraud. Our audit included performing procedures to assess the risks of
material misstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements. 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
statements. We believe that our audit provides a reasonable basis for our opinion.

Auditor's Report on Supplemental Information

The broker dealer only statement of financial condition (the "supplemental information") has been subjected 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 completeness and 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 and content, is presented in conformity with 17 C.F.R.
§240.17a-5. In our opinion, the broker dealer only statement of financial condition is fairly stated, in all material
respects, in relation to the financial statements as a whole.

We have served as D.M. Kelly & Company and Subsidiary's auditor since 2016.

Frankfort, Illinois
February 28, 2020

Phone:708.489.1680 Fax:847.750.0490 i dscpagroup.com
9645 W Lincolnway Lane, Suite 214A I Frankfort, IL 60423

2639 Fruitville Road, Suite 303 I Sarasota, FL 34237



Consolidated Statement of Financial Condition

December 31, 2019

D.M.Kelly & Company and Subsidiary

Filed as PUBLICinformation pursuant to Rule 17a-5(d) under
the Securities Exchange Act of 1934.
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D.M. Kelly & Company and SubSidiary
Consolidated Statement of Financial Condition

December 31, 2019

Assets

Cashand cash equivalents $ 199,631
Receivables

Clearing organization 812,536
Other 22,748

Marketable securities held for resale and trading,
at fair value 5,252,792

Note receivable 125,000
Income tax deposits 61,888
Deferred income taxes 76,000
Furniture and equipment, net of accumulated

depreciation of $512,605 146,331
Other assets 21,204

Total Assets $ 6,718,130

Liabilities and Stockholders' Equity

Liabilities
Note payable $ 9,697
Accrued salaries and benefits 262,698
Other accrued liabilities 397,193

Total liabilities 669,588

Stockholders' Equity
Common stock-voting, no par value; 500,000 shares authorized,

1,000 shares issued and outstanding 36,254
Common stock-nonvoting, no par value; 1,000,000 shares authorized,

19,800 shares issued andoutstanding 876,898
Retained earnings 5,135,390

Total stockholders' equity 6,048,542

Total Liabilities and Stockholders' Equity $ 6,718,130

See Notes to the Consolidated Statement of Financial Condition 2



D.M. Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

Note 1 - Nature of Business and Significant Accounting Policies

Nature of Business

D.M.Kelly & Company (DMK) conducts business as a broker/dealer in securities and its wholly-owned subsidiary
DMKC Advisory Services (DMKC) provides investment advisory services (collectively the Company). DMK
primarily serves individual and institutional customers in the Midwestern region of the United States and has
offices in lowa.

DMK is registered as a broker-dealer with the Securities and Exchange Commission (SEC)and is a member of the
Financial Industry Regulatory Authority (FINRA).DMK operates under the provisions of Paragraph (k)(2)(ii) of
Rule 15c3-3 of the SECand, accordingly, is exempt from the remaining provisions of that Rule.Essentially, the

requirements of Paragraph (k)(2)(ii) provide that DMK clear all transactions on behalf of customers on a fully
disclosed basis with a clearing broker/dealer, and promptly transmit all customer funds and securities to the

clearing broker/dealer. The clearing broker/dealer carries all of the accounts of the customers and maintains

and preserves all related books and records as are customarily kept by a clearing broker/dealer.

The following is a summary of the Company's significant accounting policies:

Basis of Presentation

The accompanying consolidated statement of financial condition has been prepared in accordance with
accounting principles generally accepted in the United States of America ("GAAP").

The consolidated statement of financial condition includes the accounts of D.M.Kelly & Company and its wholly-

owned subsidiary. All intercompany balances have been eliminated in consolidation.

Use of Estimates

The preparation of the consolidated financial statements in conformity with GAAP requires management to
make estimates and assumptions that affect reported amounts of assets and liabilities anddisclosure of
contingent assets and liabilities at the date of the consolidated statement of financial condition. Actual results
could differ from those estimates.

Risks and Uncertainties

DMK's marketable securities owned are exposed to various risks such as interest rate, market and credit risks.
DMK could incur losses or gains as a result of changes in the fair value of the securities and such changes could
materially affect DMK's financial condition.

Cash and Cash Equivalents

Cashand cash equivalents consist of cash held in bank accounts and money market funds held with the clearing
organization.

3



D.M.Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

Securities Transactions

DMK classifies its marketable securities that are purchased and held principally for the selling of them in the
near term as trading securities and are reported at fair value.

Receivable From and Payable to Clearing Organization

DMK clears all customer transactions with a clearing broker/dealer on a fully disclosed basis and promptly
transmits all customer funds and securities to the clearing broker/dealer. The clearing receivable and payable
are recorded at their net amounts in the consolidated statement of financial condition.

Note Receivable and Deferred Compensation

Deferred compensation was issued in connection with a forgivable note receivable to certain employees. Annual
payments due under the note receivable are forgiven on each due date if the employee remains with DMK.
Deferred compensation expense related to the forgivable note is recognized over the employees' service period
and includes one employee's income and payroll tax liability.

Deferred Incentive Payment

The payment received as an incentive to renew the current clearing organization agreement is included in other
accrued liabilities.

Furniture and Equipment

Furniture and equipment are stated at cost, net of accumulated depreciation. Furniture and equipment are
depreciated by the straight-line method over estimated useful lives of 5 to 10 years.

The DMK periodically reviews the carrying value of property and equipment for impairment whenever events
and circumstances indicate that the carrying value of an asset may not be recoverable from its use and eventual
disposition.

Fair Value Measurements

DMK has determined the fair value of certain assets and liabilities in accordance with GAAP, which provides a

framework for measuring fair value.

Fair value is defined as the exchange price that would be received for an asset or paid to transfer a liability (an
exit price) in the principal or most advantageous market for the asset or liability in an orderly transaction
between market participants on the measurement date. Valuation techniques should maximize the use of
observable inputs and minimize the use of unobservable inputs.

4



D.M. Kelly & Company and Subsidiary
Notes to Consolidated Statement of FinancialCondition

December31, 2019

A fair value hierarchy has been established, which prioritizes the valuation inputs into three broad levels. Level 1
inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting entity has the
ability to access at the measurement date. Level 2 inputs are inputs other than quoted prices included within
Level 1that are observable for the related asset or liability. Level 3 inputs are unobservable inputs related to the

asset or liability.

Income Taxes

DMK files a consolidated federal income tax return. Income taxes are provided for the tax effects of transactions
reporting in the consolidated statement of financial condition andconsist of taxes currently due plus deferred
taxes related primarily to differences between the basis of deferred compensation, stock basis compensation,

depreciation and accrued expenses for financial and income tax reporting. The deferred tax assets and liabilities
represent the future tax return consequences of those differences, which will either be taxable or deductible
when the assets and liabilities are recovered or settled.

Management assesses DMK's income tax positions and records income taxes based upon an evaluation of the
facts, circumstances and information available at the reporting dates. If DMK considers that a tax position is
more-likely-than-not of being sustained it recognizes the tax benefit. In addition, valuation allowances are
established when management determines that it is more-likely-than-not that some portion or all of a deferred
tax asset will not be realized. Tax valuation allowances are analyzed periodically as events occur, or
circumstances change that warrant adjustments to those balances.

Adoption of New Accounting Standard

On January 1, 2019, DMK adopted ASU 2016-02 Leases, which requires the recognition of lease assets (right-of-

use) and lease liabilities (liability to make lease payments) by lessees for those leases currently classified as
operating leases. As a result of this adoption of this guidance it was determined that the carry value of leasehold
improvements is impaired and resulted in a decrease to January 1, 2019 retained earnings of $141,829, net of
deferred income taxes of $48,000.Other than the leasehold improvement impairment, the adoption did not
have a material impact on DMK's consolidated statement of financial condition.

Subsequent Events

Management has evaluated subsequent events through February 28, 2020, which is the date the consolidated
statement of financial condition was available to be issued.

5



D.M.Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

Note 2 - Receivable from and Payable to Clearing Organization

Receivable from and payable to clearing organization consists of the following as of December 31, 2019.

Receivable from clearing organization
Cash in brokerage account $ 101,107
Accumulated trading profits 64,337
Securities purchased (415,695)
Margin deposit with clearing organization 694,533
Interest anddividends received 35,936
Other 332,318

Total $ 812,536

Cash in brokerage account isa required deposit under the clearing organization agreement. DMK clears its
customer transactions through another broker dealer on a fully disclosed basis.The amount receivable from the
clearing broker is net of the amount payable to the clearing broker for the aforementioned customer
transactions.

Note 3 - Marketable Securities Owned

Marketable securities owned consist of securities held for resale, at fair values.These securities as of December

31, 2019 are summarized as follows:

Common stock $ 102,520
Bank notes 120,077
State and municipal obligations 345,791
Federal obligations 2,598,077
Corporate obligations 2,086,327

Total market securities $ 5,252,792

Note 4 - Marketable Securities

There are three general valuation techniques that may be used to measure fair value, as described below:

• Market approach - Uses prices and other relevant information generated by market transactions involving
identical or comparable assets or liabilities. Prices may be indicated by pricing guides, sale transactions,
market trades, or other sources;

• Cost approach - Based on the amount that currently would be required to replace the service capacity of an
asset (replacement cost); and

6



D.M.Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

• Income approach - Uses valuation techniques to convert future amounts to a single present amount based
on current market expectations about the future amounts (includes present value techniques and option-

pricing models). Net present value is an income approach where a stream of expected cash flows is
discounted at an appropriate market interest rate.

Marketable securities itemized below were measured at fair value during the year ended using the market
approach. The balances of marketable securities measured at fair value as of December 31, 2019, are as follows:

Quoted Prices Other
in Active Observable Unobservable
Markets Inputs Inputs

(Levell) (Level2) (Level3) Total

Common stock $ 102,520 $ - $ - $ 102,520
Bank notes - 120,077 - 120,077
Corporate obligations - 2,086,327 - 2,086,327
Federal obligations - 2,598,077 - 2,598,077
State and municipal obligations - 345,791 - 345,791

Total assets at fair value $ 102,520 $ 5,150,272 $ - $ 5,252,792

Note 5 - Notes Receivable and Deferred Compensation

The forgivable note - deferred compensation was issued in connection with a deferred compensation agreement
executed with a certain employee. If the employee is continuously employed, annual payments required by the
loan agreement is forgiven on each due date. Note receivable and accrued deferred compensation were
$125,000 and $18,091, respectively, as of December 31, 2019.At December 31, 2019, the maturity date of the
forgivable note is in February 2025, and the interest rate is 2.63%.

Note 6 - Furniture and Equipment

Furniture and equipment at December 31, 2019 consists of the following:

Furniture and equipment $ 472,388
Vehicles 186,548

658,936
Lessaccumulated depreciation (512,605)

Total furniture and equipment $ 146,331

7



D.M.Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

Note 7 - Note Payable

In 2019 DMK purchased a vehicle which was financed with a loan from a local financial institution of $10,000.
The note bears interest at 3.99%,due in aggregate monthly installments of $184, with maturity date in October
2024.The vehicle financed secures the note payable.

Aggregate annual maturities of long-term debt as of December 31 are asfollows:

Year Ending December 31, Amount

2020 $ 1,856

2021 1,932
2022 2,010
2023 2,092
2024 1,807

$ 9,697

Note 8 - Income Taxes

Deferred income tax assets as of December 31, 2019 consist of the following components:

Deferred compensation $ 5,000
Accrued wages to owners 25,000
Impairment of leasehold improvements 40,000
Furniture and equipment 6,000

Total deferred income tax asset $ 76,000

Note 9 - Net Capital Requirements

DMK is subject to the Rule 15c3-1under the Securities Exchange Act of 1934 (the Uniform Net Capital Rule).

DMK reports net capital on an unconsolidated basiswithout the net assets of its wholly-owned subsidiary. DMK
is required to maintain minimum net capital, as defined, of the greater of 6 2/3% of aggregate indebtedness or
$250,000. At December 31, 2019, 6 2/3% of aggregate indebtedness was $110,486, which did not exceed the

minimum dollar requirement of $250,000.At December 31, 2019, DMK's net capital was $4,341,335,which was
$4,091,335 in excess of its required net capital of $250,000. SECRule 15c3-1 also provides that the ratio of
aggregate indebtedness to net capital, as defined, shall not exceed 15 to 1, and equity capital may not be
withdrawn or cashdividends paid if the resulting net capital ratio would exceed 10 to 1.

At December 31,2019, DMK's percentage of aggregate indebtedness to net capital was 38%.

8



D.M. Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

Note 10 - Commitments

DMK leases its primary office facilities that are located in a building 100% owned by a related party on month to
month basis. The lease calls for a monthly base rent and additional amounts for operating expenses.

Note 11- Off-Balance- Sheet Risk

As discussed in Note 1, DMK's customer securities transactions are introduced on a fully-disclosed basis with its
clearing broker/dealer, First Clearing, LLC.The clearing broker/dealer carries all of the accounts of the customers
of DMKand is responsiblefor execution, collection of and payment of funds and, receipt and delivery of
securities relative to customer transactions. Off-balance-sheet risk exists with respect to those transactions due

to the possibility that customers may be unable to fulfill their contractual commitments wherein the clearing
broker/dealer may charge any losses it incurs to DMK.DMK seeks to minimize this risk through procedures
designed to monitor the credit worthiness of its customers and that customer transactions are executed
properly by the clearing broker/dealer.

Note 12 - Profit-Sharing Plan

DMK has a qualified profit-sharing plan with a 401(k) deferred compensation provision covering all employees
who have met certain eligibility requirements. The contribution rate under the profit-sharing is based on certain
percentages of the employees' eligible compensation. The profit-sharing plan provides for contributions by DMK
in such amounts as the Board of Directors may determine.

Note 13 - lndemnifications

in the normal course of business, DMK indemnifies and guarantees certain service providers, such as clearing
and custody agents, trustees and administrators, against specified potential losses in connection with their
acting as an agent of, or providing services to, DMK or its affiliates. DMK also indemnifies some clients against
potential losses incurred in the event specified third-party service providers, including subcustodians and third-

party brokers, improperly executed transactions. The maximum potential amount of future payments that the
Company could be required to make under these indemnifications cannot be estimated. However, the Company
believes that it is unlikely it will have to make material payments under these arrangements and has not

recorded any contingent liability in the consolidated financial statements for these indemnifications.
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D.M.Kelly & Company and Subsidiary
Notes to Consolidated Statement of Financial Condition

December 31, 2019

DMK provides representation and warranties to counterparties in connection with a variety of commercial
transactions and occasionally indemnifies them against potential losses caused by the breach of those
representations and warranties. DMK may also provide standard indemnifications to some counterparties to
protect them in the event additional taxes are owed or payments are withheld, due either to a change in or

adverse application of certain tax laws.These indemnifications generally are standard contractual terms and are
entered into the normal course of business. The maximum potential amount of future payments that DMK could
be required to make under these indemnifications cannot be estimated. However, DMK believes that it is

unlikely it will have to make material payments under these arrangements and has not recorded any contingent

liability in the consolidated financial statements for these indemnifications.

The subsidiary's financial information as of December 31, 2019 is summarized as follows:

Assets $ 1,094,934
Liabilities $ 26,122
Net worth $ 1,068,812
Net income $ 294,400
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D.M.Kelly & Company and Subsidiary
Broker Dealer Only Statement of Financial Condition

December 31, 2019

Assets

Cash and cash equivalents $ 122,197
Receivables

Clearing organization 812,536
Other 22,748

Marketable securities held for resale,
at fair value 5,252,792

Note receivable 125,000
income taxes receivable 61,888
Deferred income taxes 75,000
Furniture and equipment, net of accumulated

depreciation of $512,605 146,331
Other assets 17,525

Total Assets $ 6,636,017

Liabilities and Stockholders' Equity

Liabilities

Note payable $ 9,697
Accrued salaries and benefits 236,576
Payable to subsidiary 1,013,821
Other accrued liabilities 397,193

Total liabilities 1,657,287

Stockholders' Equity
Common stock-voting, no par value; 500,000 shares authorized,

1,000 shares issued and outstanding 36,254
Common stock-nonvoting, no par value; 1,000,000 shares authorized,

19,800 shares issued and outstanding 876,898
Retained earnings 4,066,578

Total stockholders' equity 4,979,730

Total Liabilities and Stockholder's Equity $ 6,637,017
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