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INDEPENDENT AUDITORS' REPORT

To the Member
Watson Management Associates, LLC

Report on the Statement of Financial Condition

We have audited the accompanying statement of financial condition of Watson Management

Associates, LLC (a limited liability company) (the "Company") as of December 31, 2012, and the
related notes.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement 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 the financial statement that is free from material misstatement, whether due to fraud or
errof.

Auditors' Responsibility

Our responsibility is to express an opinion on this financial statement 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 statement is frec of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statement. The procedures selected depend on the auditors' judgment, including the
assessment of the risks of material misstatement of the financial statement, whether due to fraud or
error. In making those risk assessments, the auditors consider internal control relevant to the
Company’s preparation and fair presentation of the financial statement in order to design audit
procedures that are appropriate in the citcumstances, 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 statement.

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 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, 2012, in
accordance with accounting principles generally accepted in the United States of America.
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WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
STATEMENT OF FINANCIAL CONDITION

DECEMBER 31, 2012
ASSETS
Cash $ 40,065
Other assets 5,052
Total assets $ 45,117
LIABILITIES AND MEMBER'S EQUITY

Liabilities:

Accounts payable and accrued expenses $ 14,500

Member's equity

30,617

Total liabilities and member’s equity b 45,117

See accompanying notes to statement of financial condition.
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WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2012

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, private
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 (the “member”) is also the sole member of a related entity that
provides services and receives referral fees for non-securities-related transactions (See Note
4).

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 or 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.

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 the member, who is responsible for any taxes thereon.
The Company is subject to the New York City Unincorporated Business Tax. Since the
Company did not have taxable income in 2012, no provision for the New York City
Unincorporated Business Tax was required.

At December 31, 2012, 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 taxing authorities for years before 2009.



WATSON MANAGEMENT ASSOCIATES, LLC
(A Limited Liability Company)
NOTES TO STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2012

RELATED-PARTY TRANSACTIONS

In accordance with an agreement between the member and the Company, operating expenses
of the Company are paid by the member. Under the agreement, the member allocates to the
Company its share of these operating expenses including rent, telephone and other expenses
normally associated with the operation of the Company. During 2012, these expenses totaled
$22.,860, 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, 2012, the Company had net capital of $25,565,
which exceeded the Company's minimum net capital requirement of $5,000. The Company's
percentage of aggregate indebtedness to net capital was 57% as of December 31, 2012.

CONTINUING OPERATIONS

The sole member of the Company has committed to provide capital to support the Company's
continuing operations as needed. During 2012, capital contributions from the member totaled
$72,860.

SUBSEQUENT EVENTS

Management of the Company has evaluated events or transactions that may have occurred
since December 31, 2012 and determined that there are no material events that would require
disclosures in the Company’s financial statements.



