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OATH OR AFFIRMATION

|, __Bonmie K. Wachtel , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Wachtel & Co., Inc, , as

of _ December 31 ,20 14 , are true and correct. I further swear (or affirm) that

néither 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:

.w-.m«""“'m.,, no exceptions
L
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:i * : P g E femm— VX <A e
L 77 Sl bl )
1.“"“? #}Q:;}s 7 [ — =
“wJe ; “ressed Q\‘:"‘“ Signature
h “-,,'"".ﬂ.f"”e““.l" CEO
1 (ellel0
: / o.M« WENDIE L. WACHTEL
Notary Public ROTARY PUBLIC DISTRICT OF COLUMEIA
- My Commisslon Expires November 14, 2016
This report ** contains (check all applicable boxes):
(2) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
&l (d) Statement of Ghexgesin 5
(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
1 (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
kl (g) Computation of Net Capital.
kl (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
kKl (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the

Computation for Determination of the Reserve Requitements Under Exhibit A of Rule 15¢3-3.

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

() An Oath or Affirmation.

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

(n) A reportdescribing any material inadequacies found to exist or found to have existed since the date ofthe previous audit.

FERA O

“#*For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

Report of Independent Registered Public Accounting Firm

To The Board of Directors
Wachtel & Co., Inc.
Washington, DC

We have audited the accompanying statement of financial position of Wachtel & Co., Inc. {the Company) as
of December 31, 2014, and the related statements of operations, changes in stockholders' equity, changes
in liabilities subordinated to claims of general creditors, and cash flows for the year then ended that you are
filing pursuant to Rule 17a-5 under the Securifies Exchange Act of 1934, and the related notes to the
financial statements. These financial statements are the responsibility of Wachtel & Co., Inc.'s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). 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 includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Wachtel & Co., Inc. as of December 31, 2014 and the results of its operations and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

The supplementary information has been subjected to audit procedures performed in conjunction with the
audit of Wachtel & Co., Inc.’s financial statements. The supplementary information is the responsibility of
Wachtel & Co., Inc.'s management. Our audit procedures included determining whether the supplementary
information reconciles fo 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 supplementary information. In forming our opinion on the supplementary information, we evaluated
whether the supplementary information, including its form and content is presented in conformity with Rule
172-5. In our opinion, the supplementary information is fairly stated, in all material respects, in relation to
the financial statements as a whole.

Lo, CaHany
(.g/ﬁ- A Y
Steven G. Hirshenson, Chartered

February 4, 2015



Wachtel & Co., Inc.
Statement of Financial Position
| December 31, 2014

Assets

Cash and securities segregated under SEC regulations .........ccuvve
Receivable from BroKers ....couvervveverieniiireneins e s s s
Receivable from CUSTOMErS .......eveeevviiiiiicinninis e e
Securities owned - investment account ...........ccocceevciriininiinnnn
Securities owned - trading CCOUNL .......c.cccvvrvriernrivrencininas
Other receivables .............occiverineeneiniesrees i s ienes -
Prepaid expenses and deposifs ..........c...cv i

Prepaid inCOME tAXeS .......ccccereirirree e e s e
Net fixed assets ............ eertreeErer e ey ere e asaeean e eede s rEbe sbs e

0Tl ASSEES. et virveirnrsiseersirerrrrerrenrertissrnrsrsessitierseesrensraseriron

Liabilities and Stockholders’ Equity

Accounts payable and accrued expenses .........cccovivninninneenne.
Income Taxes payable ............ccoeviecininiicn,
Payable t0 BIOKETS ..o iiiiiiviininiiiie i e e
Payable {0 CUSIOMENS .......cvciievinniicii e
Payable o Stockholders ..........coceerniverinimnenenin s
Deferred tax liabilify -........coooo e e

Total LIabiliies .......coovvveeriiiiinen e meeen e e e
Capital stock, $1 par; 100,000 authorized, 56,192 shares outstanding
Additional paid in capital ..........cccovc e
Retained €arings .......vcumiimeeeiomnacininiscmmme e e

Total Stockholders' EQUItY .....c.ocviciviniiciniicninmecnnnni e

Total Liabilities and Stockholders' Equity ...........cccccoocunirnnenn

See Notes to Financial Statements

2,355,389
1,660,425
157,384
8,472
1,034,622
2,816,829

296,689
1,031,873
2,113,113

__ w140

3,813,076

56,192
969,312

3,691,994
4,717,498

__ 853057



Wachtel & Co., Inc.
Statement of Operations
Year Ended December 31, 2014

Revenues
COMMISSIONS .1eev.cveverererercrereerreeesreessisersriessriasstesssnnontheserneens $ 325,855
Net trading and invesiment account gains ........ooovvereenreevecrienienns 137,026
IMBIESE ...t e e e ba e 126,361 -
DIVIBENGS ..vvvivi et v ee et c e et sb o eesraneshraea s 19,325
MULUBT FUNAS .ovoevierie v ismnrc s sssreren e sorannees s reoee 15,323
ConSURING FEES ....vvvveeriree i e e e 30,550
0111 TP 433
Total REVENUES.......ccveeerrrireeesiiee rrrevennensseeenineeerensinsevesees 654,873
Expenses
Accounting and professional SEIVICES..........ccrvvreeeererernerasiiiiies 13,915
AGVEISING. .. .ceecieeiierrtriric i ce it aee e s ee s s ebee s s eraes seensian 0
Clearing CRAIGES. .......corvveeriiciemmieriseiererree s rensssseesssiersnnns 39,435
COMMISSIONS. .. cvvvecrversrevsrerserressnnrerarnieisessiees evaesessaessresonns 60,000
Communications & Technology ............. et ey , 10,792
CONSUING. v cerseceseermrseeeescoesesenesmneresosseresneremmnreeenenns — 0
DUes aNd lICBNSES....eevve v e vecir v vt e v e een e ceiere e 9,251
Health DEN@fitS. .. ... ettt ettt e e e ee e eer et e eeaaans 39,454
SUTANCE. 1 eei vt eie et rercrcrerrirbee e bt s ve trebeseesseesasaeaasbatsnsabenbenstn 2,932
MISCRIANBOUS.......vveeierievi v e serre s s s e svarerersaens 0
Office BXPENSE.....eii e et s e ae b 11,877
Officers’ SAlAMES. ..o vvevee e et e e 84,000
Pension contribUtion...........c.ocvevivere o e eennie e 0
Regulatory fees......ccvvece et e e e sve e 22,676
247 1 PSP 51,482
SAIAMES... ccve e it sttt e e e tre e e reereeeen 72,600
Taxes, payroll and Other........cecovrvrrmrivcrineoriecsecnenssneereerernans 12,648
Travel and transportation.......vverovienieeeeniniecernnreneeeenrensien s 3,206
TOtAl EXDENSES. .. c.vvirvereriverecsmmensmresianrisieeernrressmensererssesanes 434,268
- INCOME DEfOre tAXeS. .. vvvvverere e v rv e e e seree b e senane 220,605
Provision for INCOME taXeS.......ccveeninieenivinnieeieieisrenrernrseesenans ( 68,630)
NBE INCOMB.. . vieivirieririsrersresiirieer s rteieteeseeertsersssressessns $ 151,975

See Notes to Financial Statements.



Wachtel & Co., Inc.
Statement of Changes in Stockholders’ Equity
Year Ended December 31, 2014

Paid-in Retained

Capital Stock Capital Earnings
Balances at December 31, 2013 $ 56,192 $ 869,312 $§ 3,540,019
Net Income 0 0 151,975
Balanceé at December 31, 2014 $ 56,192 $ 969,312 $ 3,691,994

See Notes to Financlal Statements.



Wachtel & Co., Inc.
Statement of Changes in Liabilities Subordinated
Year Ended December 31, 2014

Subordinated Borrowings as of January 1, 2014............ $
Change in Subordinated Borrowings......c..cooevrvveeernenne.

Subordinated Borrowings as of December 31, 2014....... $

See Notes to Financial Statements.



Wachtel & Co., Inc.
Statement of Cash Flows

Year Ended December 31, 2014

Cash Flows from Operations
INErESt FECEIVEL. .. cvveevrre i ies e e st renes errs svnnes semeesessarreseme enenes
Fees and commisSions feCEIVEL. .. ... cccveiriieiiieeceeniricrsmers s secssrnissrrasseens
Net cash flow to purchase and sell frading securities.............coocvi i,
Dividends reCEIVET. . .vreraeiireescainiremirrmrneeses smmesrressersenascntessesassassnesas s ansees
Cash paid to suppliers and employees............ccvviimeiin e
Income taxes Paid.......cccoervrrreree e
Net cash from operations.......cc.oo e e nineee e e s e s

-Cash Flows from Investing
Proceeds from US Treasury obligafions..........cccecvrrarr e cnmnnscnnesi i
Proceeds from sale of investment securities........coveeeeern e e
Net cash from inVESHNG .....eoviviernriin o e e nes e

Netincrease in Cash and Cash Equivalents..........ccocenivcinecnroninenn e e
Cash and Cash Equivalents at beginning of year.............cccoovev e

Cash and Cash Equivalents atend of year.........covcvervivivivinnes i

Reconciliation of Net income to Net Cash Provided by Operations

Nt INCOME..c.ci i e s e s s e sreen s sbbenen

Adjustments to reconcile net income to net cash provided by operations............
Decrease in other receivables. ........c.occeeceiienieriire e s
Decrease (Increase) in prepaid eXpensSeS. .. c.vico e eecis sl asresane s
Decrease in prepaid iNCOME taXES......cvvev et e
Increase in dePOoSiS....c.vvevrmmniir i e e e
Decrease {Increase) in investment account..........coiv v cieniinnnnnnn s
Decrease {Increase) in frading aCCOUNL........eccieeriiniiiieriiniee e
Increase (Decrease) in accounts payable and accrued expenses.........oo.w
Increase (Decrease) in net payables due to customers and brokers...............
Increase (Decrease) in deferred taxes..........ccovececriincieciiniinienonien
Increase (Decrease) in payable 10 stockholders......cccvvvvvrev v,

Total adJUSIMENTS.....ecorerrrr v e s e e e

Net Cash Provided (Used) by Operations................ e rte s s et aneta e rans

See Notes to Financial Statements.

$

126,361
372,161
122,616)
19,325
433,599)
1,593

36,775)

3425

2,962,389

2,965,814

151,975

0
64)
1,593

0
113,918)
88,075
20,000
45,841
49,363

279,640)
188,750)

36,775)



Wachtel & Co., Inc.
Notes to Financial Statements

Note 1 — Organization and Nature of Business

The Corporation, incorporated in the District of Columbia, is a securities broker-dealer registered with the
Securities and Exchange Commission {SEC) and the Municipal Securities Rulemaking Board, and is a
member of the NASDAQ Stock Exchange and the Financial Industry Regulatory Authority (FINRA). The
Corporation does not engage in commodities, options, or foreign exchange transactions.

Note 2 — Summary of Significant Accounting Policies

The accounts of the Corporation are maintained and the financial statements are preparéd on the accrual
basis of accounting, except for dividends which are recorded as income at the time of receipt.

Securities transactions, inciuding related commission income and expense, are recorded on a frade dafe
basis.

The Corporation’s Investment Account is comprised of securities purchased and held without the intent of
short term resale. The Corporation's Trading Account is comprised of securities purchased primarily for the
purpose of selling in the near term. Securities are valued at market value and those not readily marketable
are valued at fair market value as determined by the Board of Directors. The resulting difference between
cost and market (or fair value) is included in income.

Fixed assets are recorded at cost. Depreciation is provided for using declining balance methods over
estimated useful lives ranging from three to five years. Expenditures for maintenance, repairs, and minor
renewals are charged fo expense as incurred.

Income taxes are provided at appropriate rates on amounts as determined in the statement of operations.
No current provision for taxes is reported to the extent it applies to an increase in the market value of the
Investment Account.

For the purpose of the statement of cash flows, the Corporation does not include funds segregated under
rule 15¢3-3 of the Securities and Exchange Commission as cash and cash equivalents.

- The presentation of financial statements in conformity with generally accepted accounting principles
requires management fo make estimates and assumptions that affect the reported amounts of assets and
liabilifies and disclosure of contingent assets and liabilities at the date of the financial statements and
reported amounts of revenue and expenses during the reporting period. The results could differ from those
estimates.



Wachtel & Co., Inc.
Notes to Financial Statements

Note 3 - Cash and Securities Segregated Under SEC Regulations

Funds segregated in special reserve accounts for the benefit of customers under rule 15¢3-3 of the
Securities and Exchange Commission are invested in a money market account at Cardinal Bank earning
interest at 1.00% and with a balance of $610,425 as of December 31, 2014; an $800,000 certificate of
deposit at Lakeside Bank eaming interest at 1.00% with a maturity of December 15, 2015; and a $250,000
certificate of deposit at SunTrust Bank earning interest at 1.00% with a maturity of June 12, 2015.

Note 4 — Fair Value Measurements

The Corporation measures on a recurring basis its investments at fair value in accordance with FASB
codification “Fair Value Measurements and Disclosures”, which provides the framework for measuring fair
value. That hierarchy prioritizes the inputs used in determining valuations into three levels. The levels of
fair value hierarchy are as follows:

- Level 1: Securities traded on an active market. When available, the Corporation measures fair
value using level 1 inputs because they generally provide the most reliable evidence of fair value.
Mutual funds are included here.

Level 2: Securities not traded on an active market but observable market inputs are readily
available.

Level 3: Securities not traded on an active market and observable inputs are not readily available.

Following is a description of the valuation methodalogies used for assets measured at fair value. There
have been no changes in the methodologies used thru December 31, 2014.

Equity securities; Value based on quoted market prices at year end.
Mutual funds: Value based on net asset value (NAV) of shares held at year end.

The preceding methods described may produce a fair value calculation that may not be indicative of net
realizable value or reflective of future fair values. Furthermore, although the Corporation believes its
valuation methods are appropriate and consistent with other market participants, the use of different
methodologies or assumptions to determine the fair value of certain financial instruments could resultin a
different fair value measurement at the reporting date.

10



Wachte! & Co., Inc.
Notes to Financial Statements

Note 4 - Fair Value Measurements (continued)

The following table sets forth by level, within the fair value hierarchy, the Corporation’s assets at fair value
as of December 31, 2014.

Level 1 Level 2 Level 3 Total

Equity Securities $ 1,226,257 % 799 § 4000 $ 1,238,253
Mutual Funds 2,613,198 - - 2,613,198

Total Assets at fair value $ 3,839,455 $ 7,996 $ 4,000 3,851,451

Note 5 — Net Fixed Assets

Net fixed assets consist of the following:

Furniture and Equipment.............. $ 25,611
Automobiles.............covrrirennen. 15,887
31,498

Less: Accumulated Depreciation.  ( 29,909)

Net Fixed Assets.........cccocvrevnnne $ 1,589

Note 6 — Transactions with Officers and Stockholders

Amounts receivable and payable to officers and stockholders represent transactions arising in the normal
course of business. The amounts are non-interest bearing with no formal repayment terms.

Note 7 — Pension Plan

The Corporation has a discrefionary simplified employee pension plan for eligible employees. The total
pension expense for the year ended December 31, 2014 was $0.

11



Wachtel & Co. Inc.
Notes to Financial Statements

Note 8 — Concentration of Credit Risk

At times the combined account balances in any one bank are in excess of the $250,000 amount insured by
the Federal Deposit Insurance Corporation (FDIC). The Corporation has not experienced any losses in
such accounts and believes it is not exposed to any significant credit risk on cash.

Note 9 — [ncome Taxes
The provision for federal and state income taxes consists of the following:

Current income taxes

© Federal........coocveeveiveneenn $ 14,214
Local....covvvrrenrrieriiiirniennen 9,053

Total current provision......... 23,267
Deferred income taxes................... 45,363
Total provision for taxes................. $ 68,630

Deferred income taxes are principally applicable to the unrecognized gain on the investment account
inventory. The Federal and District of Columbia tax returns of the Corporation are subject fo examination
by the taxing authorities generally for three years after they were filed.

Note 10 — Net Capital Requirements

The Corporation is subject to the Securities and Exchange Commission Uniform Net Capital Rule 15¢3-1,
which requires the maintenance of minimum net capital and requires that the ratio of aggregate
indebtedness to net capital shall not exceed 15 to 1. As of December 31, 2014, the ratio of aggregate
indebtedness to net capital was .67 to 1, and net capital of $4,075,134 exceeded capital requirements of
$250,000 by $3,825,134.

12



Wachtel & Co., Inc.
Notes to Financial Statements

Note 11 — Lease

The Corporation occupies space under a lease in effect through July 31, 2017, As of December 31, 2014
the monthly base rent was $4,115 plus additional rent for a pro-rata share of increases in the operating
expenses of the building starting July 31, 2013. The lease includes an escalation clause of 2.5% per year.
Annual minimum future rental payments are as follows:

Year Ending

December 31
2015, $ 49,894
2016, 51,142
2017, 30,263
Total.....coevvven, $ 131,299

Note 12 — Subsequent Events - None

Management has evaluated events through February 4, 2015, the date on which the financial statements
were available fo be issued.

13



Wachtel & 'Co., Inc.

Computation of Net Capital Pursuant to SEC Rule 15¢3-1

December 31, 2014

Total Assets.....cccceevivrvinnnne

Total LiabiliieS.......covverer e s ssesnas 3,813,076
NEt WO, ...ttt 4,717,498
Non-Allowable ASSetS.........ccoosivincicnnmiierin e 19,448
Other Deductions..........c.ccoiniininiinnnn, e 0
Current Capital.......coverivviriin o e 4,698,050
Allowable AsSefs..........covvciiiivinnn i 8,611,126
HaICUIS.....cviviiiii it e 622,916.
Adjusted Net Capital...........ccccoceene v e e 4,075,134
Liabilities Not Included in-Aggregate Indebtedness.................. 1,096,297
Aggregate Indebledness.......... et e e s | 2,716,780
Calculated Required Capital.........c...cocvvieneiiiineven e e 181,119
Minimum Required Capital...............ccovervveeeccnivien i, 250,000
Excess Capital............co oo e 3,825,134
Ratio (Al/Net Capital}...........ccc.oevvevieinncccr e, 67

v § 8,630,574

See Notes to Financial Statements.
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Wachtel & Co., Inc.

Computation of Cash Reserve Requirement Pursuant to SEC Rule 15¢3-3

December 31, 2014

Customer Credit Balances ..........ccovvcncn v, $
Customers' Securities F/R...........cco i, -
Customer Debt Balances (-1%) ............................................
Customers’ Securities F/D.......ccccvvv v
Total DEDHS.....vvev e
Excess of Credits Over DEbts...........ccveeevevriievineieccverine e
Amountin Reserve alc (1'2/31/14).........................
January Deposit or (Withdrawal)............c.coiiinnine. —
New Balance in ACCOUNL..........ocvvv i ciinciniiiin o,
Reserve for Early Withdrawal Penalty...........cccooe i,
Available BalanCe.........cvveeirviiniiereiniereieserieesriesesnesseseres

Excess Deposit Over Requirement.........coovvevvcnnirnnenieinn e

See Notes to Financial Statements.

1,031,873
178,370
8,388
105,558
113,946
1,096,207
1,660,425
0
1,660,425
15,000
1,646,425
549,128

15



Wachtel & Co. Inc.
Information for Possession or Control Requirements under SEC Rule 15¢3-3
December 31, 2014

Market Valuation and Number of liems of;

(B

Notes

Customers’ fully paid securities not in Wachtel & Co., Inc.'s possession or control as of
December 31, 2014 (for which instructions to reduce possession or control had been
issued) but for which the required action was not taken within the time frame specified
under rule 15¢3-3. (Notes A and B below.)

Number of ltems — None
Value — None

Customers' fully paid securities for which instructions to reduce to possession or control
had not been issued as of December 31, 2014, excluding items arising from “temporary
lags which result from normal business operations” as permitted under rule 15¢3-3. (Notes
B and C below.)

Number of ltems — None
Value - None

ltem 1 does not include customers’ fully paid securities required fo be in possession or
control, but for which no action was required as of the report date or the required action
was taken within the fime frame specified in rule 15¢3-3.

Since there were no items reported above, they wete not subsequently reduced to
possession or control.

ltem 2 includes only items not arising from "temporary lags which frequently result from
normal business operations”,

See Notes to Financial Statements.
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STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8589

Notice Pursuant to SEC Rule 17a-5(d)(4)

To the Board of Directors
Wachtel & Co., Inc.
Washington, DC

We have compared the Schedule of Computation of Net Capital Under Rule 15¢3-1, and the Computation
for Determination of Reserve Requirements under Exhibit A of Rule 15¢3-3, with the corresponding
Schedules filed by Wachtel & Co., Inc. as Part Il of its unaudited December 31, 2014 Focus Report.

In our opinion, no material differences exist between the two sets of Schedules.
oleer—, (Ao
(5A7 J

Steven G. Hirshenson, Chartered

February 4, 2015

17



STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE .
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8599

Report on Internal Control Required by SEC Rule 17a-5

To the Board of Direcfors
Wachtel & Co., Inc.
Washington, DC

In planning and performing our audit of the financial statements of Wachtel & Co., Inc. (the Company) for
the year ended December 31, 2014, 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 compliance with such practices and procedures
that we consider relevant to the objectives stated in rule 17a-5(g), in the following:

1. Making a record of the periodic computations of aggregate indebtedness and net capital under rule
17a-3(a)(11) and the reserve required by rule 15¢3-3(e).

2. Making the quarterly securities examinations, counts, verifications, and comparison, and the
recordation of differences required by rule 17a-13.

3. 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.

4. Obtaining and maintaining physical possession or control of all fully paid and excess margin
securities of customers as required by rule 15¢3-3.

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 fo 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 fo achieve the SEC's above-mentioned objectives. Two of the
objectives of internal control and the practices and procedures are to provide management with reasonable
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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 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 and 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 operafion may deteriorate.

An internal control deficiency 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
misstatements on a fimely basis. A significant deficiency is a deficiency, or combination of deficiencies, in
internal control that is less severe than a material weakness, yet important enough fo merit aftention 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 fimely 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 purpose 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
were adequate at December 31, 2014, to meet the SEC's objecfives.

This report is intended solely for the information and use of management, the SEC, 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.

e Sy

Steven G. Hirshenson, Chartered

February 4, 2015

STEVEN G. HIRSHENSON 19
CHARTERED
CERTIFIED PUBLIC ACCOUNTANT



w Lf / & C) . S! : : 1 101 FOURTEENTH ST., N.W.
achiet o7 ..07;- 400 WASHINGTON, D.C. 20005-5680

BROKERS & UNDERWRITERS 202-898-1144

Wachtel & Colne  §% ?zao.na;S(d)(B)(l) Compliance Report Décember 31, 2014

(1) We have estaBlished and. maintained Internal Control Over Compliance (paragraph (d){3)(ii);
(2) The Internal Control Over Couﬁplia,nce was effective during the most recent fiscal year;

{3) The internal Control Over Compllance was effective as of the end of the most recent fiscal year
ended December 31, 2014 :

{4) We were in compllance with Rule 15¢3-1 (Net capital requirements for brokers or dealers) and Rule
15¢3-3 {Customer Protgctlon Reserves and:Custody of Securities) paragraph (e) “Special Reserve Bank
Account for the Exclusive Benefit of Cusiomers” as of December 31, 2014

The information used to deterririe compliance with Ruje 15¢3-1 and Rule 15¢3-3 (€] was derived from
our books and récords. This Included (but was not limited to) examination of Net Capital Calculations,
Customer Reserve Calculations, Bank Account Statements and reconciliations, Position Records and
other such records aswe deemed advisable.

Rule 17a-5(d)(3)(u) def‘nes lnternai Control Over Compliance as “Iinternal controls that have the
objective of providing the broker-dealer with reasonable assurance that non-compliance with Rule 15¢3-
1, 15¢3-3, 17a-13, or any Account Statement Rule will be prevented or detected on a timely basis”.

A deficiency. in Internal Control Over Compliance 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 detecton a timely basis non-compliance with § 240.15c3-1, § 240.15¢3-3, § 240.17a-13, or
any Account Statement Rule. ' '

Rule 17a-5 defines méterial:yitgakness as “a deficiency, or a combination of deficiencies, in the broker-
dealer’s Internal Control Over Compliance such that there is a reasonable passibility that non-
compliance with Rule 15¢3-1 or paragraph {e) of Rule 15¢3-3 will not be.prevented or detected on a
timely basis, or that non-compliance to a-material extent with Rule 15c3-3, except for paragraph (e),
Rule 17a-13 or any Account Statement Rule will not be prevented or detected on a timely basis”,

We did not:idenﬁfy any material weakness in the Internal Control Over Compliance during the most
recent fiscal year, or any instance of non-compliance with Rule 15¢3-1 or paragraph (e) of Rule 15¢3-3
during the year or as of December 31, 2014,

Steven G Hirshenson, Chartered, a PCAOB- -registered independent public accountant, has been engaged
to prepare a report based onan examination of certain statements made in this Compliance Report.

We understand that we are subiect to penalties for willfully making false statements.

Bonnle K, Wachtel, CEO
January 20, 2015
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Report on Compliance Required by SEC Rule 17a-5(d)(1)(i)(C)

To the Board of Directors
Wachte! & Co., Inc.
Washington, DC

We have examined Wachtel & Co., Inc.'s statements, including the accompanying 17a-5(d)(B)(1)
Compliance Report, that (1) Wachtel & Co., Inc.’s internal control over compliance was effective during the
most recent fiscal year ended December 31, 2014; (2) Wachtel & Co., Inc.'s internal control over
compliance was effective as of December 31, 2014; (3) Wachtel & Co., Inc. was in compliance with
Securities and Exchange Commission (SEC) Rules 15¢3-1 and 15¢3-3(e) as of December 31, 2014, and
(4) the information used to state that Wachtel & Co., Inc. was in compliance with Rules 15¢3-1 and 15¢3-
3(e) was derived from Wachtel & Co., Inc.’s books and records. Wachtel & Co., Inc.’s management is
responsible for establishing and maintaining a system of internal control over compliance that has the
objective of providing Wachtel & Co., Inc. with reasonable assurance that non-compliance with Rules
15¢3-1, 15¢3-3, 17a-13 or any Rule of a Designated Examining Authority that requires account statements
to be sent to the customers of Wachtel & Co., Inc. will be prevented or detected on a timely basis. Our
responsibility is to express an opinion on Wachtel & Co., Inc.’s statements based on our examination.

We conducted our examination in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the examination fo
obtain reasonable assurance about whether Wachtel & Co., Inc.’s internal control over compliance was
effective as of and during the most recent fiscal year ended December 31, 2014; Wachtel & Co., Inc.
complied with Rules 15¢3-1 and 15¢3-3(e) as of December 31, 2014, and the information used to assert
compliance with Rules 15¢3-1 and 15¢3-3(e) as of December 31, 2014 was derived from Wachtel & Co.,
Inc.'s books and records. Our examination includes testing and evaluating the design and operating
effectiveness of internal confrol over compliance, testing and evaluating Wachtel & Co., Inc.'s compliance
with Rules 15¢3-1 and 15¢3-3(e), determining whether the information used to assert compliance with
Rules 15¢3-1 and 15¢3-3(e) was derived from Wachtel & Co., Inc.'s books and records, and performing
such other procedures as we considered necessary in the circumstances. We believe that our examination
provides a reasonable basis for our opinion.

In our opinion, Wachfel & Co., Inc.’s statements referred to above are fairly stated, in all material respects.
BN oo, ChoTemod
Steven G. Hirshenson, Chartered

February 4, 2015
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