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OATH OR AFFIRMATION

Thomas Watts swear or affirm that to the best of

my knowledae and belief the accomoanving financial stateni ent and supporting schedules pertaining to the firm of

Watts Capital LLC
as

of December31 2012 are true and correct 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 customer except as follows

Signature

Owner

Title

Notary Public

This report contains check all applicable boxes

Facing Pagelb Statement of Financial Condition

0c Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity of Partners or Sole Proprietors Capital

0f Statement of Changes in Liabilities Subordinated to Claims of Creditors

0g Computation of Net Capital including reconciliation of X-17A-5 Part II filing with this Rule 17a-5d report if applicable0h Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

Information Relating to the Possession or Conirol Requirements Under Rule 15c3-3
Reconciliation including appropriate explanation of the Computation of Net Capital Under Rule 5c3-3 and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 5c3-3

0k Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

0m copy of the S1TPC Supplemental Report

0n report describing any material inadequacies found to exist or found to have existed since the date of the previous auditIo Independant Auditors Report on Internal Accounting Control

por conditions of confidential treatment of certain portions qf this filing see section 240.1 7a-5e3
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INDEPENDENT AUDITORS REPORT

The Board of Directors of

Watts Capital LLC

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Watts Capital LLC the Company as of

December 31 2012 that is filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes

to the financial statements

Managements Responsibility for the Financial Statements

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 is free from

material misstatement whether due to fraud or error

AuditorsResponsibiity

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 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 Companys 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 Companys 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 basis for our audit

opinion

Opinion

In our opinion the financial statement referred to above presents fairly in all material respects the financial position of

Watts Capital LLC as of December 31 2012 in accordance with accounting principles generally accepted in the United

States of America

Greenwood Village Colorado

February 22 2013
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WATTS CAPITAL LLC

STATEMENT OF FINANCIAL CONDITION

DECEMBER 31 2012

ASSETS

Cash 9624

Other assets
7507

Total assets
17131

LIABILITIES AND MEMBERS EOUITY

LIABILITIES

Accounts payable
800

Due to parent Note 1492

Total liabilities 2292

CONTINGENCIES Notes and

MEMBERS EQUITY Note 14839

Total liabilities and members equity 17131

The accompanying notes are an integral part of this statement



WATTS CAPITAL LLC

NOTES TO FIIANCIAL STATEMENTS

NOTE 1- SUMMARY OF SIGNIFI CANT CCOUNTING POLICIES

Organization and Business

Watts Capital LLC the Company is Delaware limited liability company organized on April

2009 The Company is broker-dealer registered with the Securities and Exchange Commission and the

Financial Industry Regulatory Authority Inc Registration with these regulatory bodies occurred on

October 13 2010 In this capacity the Company participates as consultant regarding securities

transactions as well as in private placement of capital into various limited partnerships

Revenue Recognition

The Companys primary sources of revenue are fees earned from consulting and private placement of

securities The Company records these fees when earned

Income Taxes

The financial statements do not include provision for income taxes because the Company is not

taxable entity The Companys sole member is taxed on the Companys earnings

The Company is required to determine whether tax position is more likely than not to be sustained

upon examination by the applicable taxing authority including resolution of any tax related appeals or

litigation processes based on the technical merits of the position The Company files an income tax

return in the U.S federal jurisdiction and may file income tax returns in various U.S states The

Company is not subject to income tax return examinations by major taxing authorities for years before

2009 The tax benefit recognized is measured as the largest amount of benefit that has greater than

fifty percent likelihood of being realized upon ultimate settlement Dc-recognition of tax benefit

previously recognized results in the Company recording tax liability that reduces net assets However

the Companys conclusions regarding this policy may be subject to review and adjustment at later date

based on factors including but not limited to on-going analyses of and changes to tax laws regulations

and interpretations thereof The Company recognizes interest accrued related to unrecognized tax

benefits and penalties related to unrecognized tax benefits in income taxes payable if assessed No

interest expense or penalties have been recognized as of and for the year ended December 31 2012



WATTS CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS
continued

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES concluded

Estimates

The preparation of 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 revenues and expenses during the reporting period

Actual results could differ from those estimates

Cash and Cash Equivalents

The Company maintains cash and cash equivalents with financial institutions Funds deposited with

single bank are insured up to $250000 in the aggregate by the Federal Deposit Insurance Corporation

FDIC The Company considers all highly liquid instruments purchased with maturity date of three

months or less when purchased to be cash equivalents

Liabilities Subordinated to the Claims of Creditors

As of December 31 2012 the Company had not entered into any subordinated loan agreements

NOTE 2- NET CAPITAL REQUIREMENTS

Pursuant to the net capital provisions of Rule 15c3-1 of the Securities Exchange Act of 1934 the

Company is required to maintain minimum net capital as defined under such provisions At

December 31 2012 the Company had net capital and net capital requirements of $7332 and $5000

respectively The Companys net capital ratio aggregate indebtedness to net capital was 0.31 to

According to Rule l5c3-1 the Companys net capital ratio shall not exceed 15 to

NOTE 3- RELA TED PARTY TRANSACTIONS

As of December 31 2012 the Company had payable to the parent for $1492

NOTE 4- FINANCIAL INSTR UMENTS

The Companys financial instruments including cash other assets and payables are carried at amounts

that approximate fair value due to the short-term nature of those instruments



WATTS CAPITAL LLC

NOTES TO FINANCIAL STATEMENTS

concluded

NOTE 5- SUBSEQUENT RE VIE

The Company has performed an evaluation of subsequent events through the date the financial

statements were issued The evaluation did not result in any subsequent events that required disclosures

and/or adjustments


