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. K _ OATH OR AFFIRMATION
1, Patrick Watson , swear (or affirm) that, to the best of
my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Watson Management Associates, LLC ' , as
of December 31 ,2010 , are true and correct. 1 further swear (or affirm) that

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

C
NN

~~Sigmamre—
Managing Member
Title

i+ < . SIU STELLA HANGLIN
Q’\ ,\)\9\ %\m ]J - ?’\N\/ \\JJQ \M\\ NOTARY PUBLIC, ST/."E OF NTW YORK

Notary Kyblic QUALIFIED IN NEW YORK C3L7 -
ary Ky NO. 015515743

MY COMMISSION EXFIRE3 (1.0 >4

This report ** contains (check all applicable boxes):

B (a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

B3 (d) Statement of Changes in Financial Condition.

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

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

X (g) Computation of Net Capital.

X (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

Xl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

O () 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.

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

Xl (1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

X1 (o) Independent auditor's report on internal accounting control.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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INDEPENDENT AUDITORS' REPORT

To the Member
Watson Management Associates, LLC

We have audited the accompanying statement of financial condition of Watson Management
Associates, LLC (a limited liability company) (the "Company") as of December 31, 2010, that you are
filing pursuant to Rule 17a-5 under the Securities Exchange Act of 1934. This financial statement 1s the
responsibility of the Company's management. Our responsibility is to express an opinion on this
financial statement based on our audit.

We conducted our audit in accordance with auditing standatrds 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 statement of financial condition is free of material misstatement. An audit includes
consideration of internal control over financial reporting as a basis for designing audit procedures that
are approptiate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the statement of financial condition, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall statement of financial
condition presentation. We believe that our audit of the statement of financial condition provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the financial position of Watson Management Associates, LLC as of December 31, 2010, in
conformity with accounting principles generally accepted in the United States of America.

Litrw [ppoman £ Crmpmnid, LA

CERTIFIED/PUBLIC ACC‘OUN’fAN#

February 25, 2011

CITRIN COOPERMAN & COMPANY, LLP
529 FIFTH AVENUE NEW YORK, NY 10017 | TEL 212.697.1000 | FAX 212.697.1004 CITRINCOOPERMAN.COM

AN INDEPENDENT FIRM ASSOCIATED WITH MOORE STEPHENS



WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2010
ASSETS
Cash $ 56,142
Othet assets 4.822
TOTAL ASSETS $ 60,964

LIABILITIES AND MEMBER'S EQUITY

Liabilities:

Accounts payable and accrued expenses $ 12,906
Membet's equity 48,058
TOTAL LIABILITIES AND MEMBER'S EQUITY $ 60.964

See accompanying notes to statement of financial condition.
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NOTE 1.

NOTE 2.

WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2010

ORGANIZATION AND NATURE OF BUSINESS

Watson Management Associates, LLC (the "Company") was formed as a Delaware
limited liability company on May 2, 2005. The Company is registered as a broker-dealer
in securities with the Securities and Exchange Commission ("SEC") and was approved
as a member of the Financial Industry Regulatory Authority, Inc. ("FINRA") on April
26, 2006. The Company was formed to act as an introducing broker of investors to
investment funds, ptivate placements or private offerings, private fund managers, and
investment advisors. To date, there have been no transactions for the Company that
required a registered broker-dealer. The sole member of the Company is also the sole
member of a related entity (see Note 4) that provides services and receives referral fees
for non-securities-related transactions.

Since the Company is a limited liability company, the member is not liable for the debts,
obligations, or liabilities of the Company, whether arising in contract, tort ot otherwise,
unless the member has signed a specific guarantee. The limited liability agreement
provides for the dissolution of the Company on December 31, 2035, unless dissolved
earlier by the member.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of a 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 the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the statement
of financial condition. Actual results could differ from those estimates.

Subsequent events
In February 2010, the Financial Accounting Standards Board issued an update to

authoritative guidance relating to subsequent events, which was effective upon the
issuance of the update. The Company adopted this authoritative guidance on
December 31, 2010. The update to the authoritative guidance relating to subsequent
events removes the requirement for SEC filers to disclose the date through which
subsequent events have been evaluated in both issued and revised financial statements.

The adoption of this update to the authoritative guidance relating to subsequent events
did not impact the Company’s financial position or operating results other than
removing the disclosure. The Company evaluates events occurring after the date of the
statement of financial condition for potential recognition or disclosure in its statement
of financial condition. The Company did not identify any material subsequent events
requiting adjustment to or disclosure in its statement of financial condition.



NOTE 3.

NOTE 4.

NOTE 5.

NOTE 6.

WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2010

INCOME TAXES

The Company is a single-member limited liability company and is treated as a
"disregarded entity" for tax purposes. The Company's assets, liabilities, and items of
income, deductions, and tax credits are treated as those of its member owner, who is
responsible for any taxes thereon. The Company is subject to New York City
Unincorporated Business Tax. Since the Company did not have taxable income in 2010,
there was no provision for New York City Unincorporated Business Tax required.

At December 31, 2010, management has determined that the Company had no
uncertain tax positions that would require financial statement recognition. The
Company is no longer subject to local income tax examinations by tax authorities for
years before 2007.

RELATED PARTY TRANSACTIONS

In accordance with an agreement between the sole member and the Company,
operating expenses of the Company are paid by the sole member. Under the agteement,
the sole member allocates to the Company its shate of these operating expenses
including rent, telephone and other expenses normally associated with the operation of
the Company. During 2010, these expenses totaled $19,815, which under the terms of
the agreement were reflected as a capital contribution from the member.

NET CAPITAL REQUIREMENTS

The Company is subject to the SEC's Uniform Net Capital Rule ("SEC Rule 15¢3-1"),
which requires the maintenance of minimum net capital and that the ratio of aggregate
indebtedness to net capital, both as defined, not exceed 15 to 1. Net capital and
aggregate indebtedness change from day to day. At December 31, 2010, the Company
had net capital of $43,236, which exceeded the Company's minimum net capital
requirement of $5,000. The Company's percentage of aggregate indebtedness to net
capital was 30% as of December 31, 2010.

CONTINUING OPERATIONS

The sole member of the Company has committed to provide capital to support the
Company's continuing operations as needed. During 2010, capital contributions from
the member totaled $94,815.



