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OATH OR AFFIRMATION

I, Stephanie Hawley , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Headwaters BD, LLC , as

of December 31 , 20 14 , are true and correct. I 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 asthat of a customer, except as follows:

\ Šignature

STATEOFCOLORADO
NO'fARYtD2014401ose4 Controller / Vice President - Finance

MV Title

Notary Public /g..pe

is report **contains (check all applicable boxes):
(a) Facing Page.
(b) Statement of Financial Condition.
(c) Statement of Income (Loss).
(d) Statement of Changes in Financial Condition.

O (e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietors' Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3.
0 (i) Information Relating to the Possession or Control Requirements Under Rule 15c3-3.
0 (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15c3-1 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-3.
0 (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation.

2 (1) An Oath or Affirmation.
E (m) A copy of the SIPC Supplemental Report.
0 (n) A report describing anymaterial inadequacies found to exist or found to have existed since the date ofthe previous audit.

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

Managing Member
Headwaters BD, LLC
Denver, Colorado

We have audited the accompanying financial statement of Headwaters BD, LLC (the "Company"),a
Delaware corporation,which is comprisedof the statement of financial condition as of December 31,
2014, which is filed pursuant to Rule 17a-5underthe Securities Exchange Act of 1934,and the related
notes to the financial statement. The Company's management is responsible for this financial
statement. Our responsibility is to express anopinion on this financial statement 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 statement is free of material misstatement. The

Company is not required to have, nor were we engagedto perform, an audit of its internal control over
financial reporting. Our audit included consideration of internal control over financial reporting as a
basis for designingaudit procedures that are appropriate 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 suchopinion.An audit also includesexamining, on a test basis, evidence
supporting the amounts and disclosures in the financial statement, 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 statement referred to above presents fairly, in all material respects,the
financial condition of Headwaters BD, LLC as of December 31, 2014, in conformity with accounting
principles generally accepted in the United States of America.

EKS&H LLLP

February 11,2015
Denver, Colorado



HEADWATERS BD,LLC

Statement of Financial Condition

December 31,2014

Assets

Current assets

Cash andcash equivalents $ 5,423,203
Advisory and other fees receivable, net 888,476
Prepaid expenses 92,772

Total current assets 6,404,451

Property andequipment, net 194,091

Deposits and other 135,636

Total assets $ 6,734,178

Liabilities and Member's Equity

Current liabilities

Accounts payable and accrued expenses $ 3,402,714
Current portion of deferred rent obligation 64,368

Total current liabilities 3,467,082

Deferred rent obligation, net of current portion 204,159
Total liabilities 3,671,241

Commitments

Member's equity 3,062,937

Total liabilities and member's equity $ 6,734,178

Seenotes to financial statement

- 2 -



HEADWATERS BD,LLC

Notes to Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies

Organization

Headwaters BD, LLC (the "Company") was formed in December 2005 as a Delaware limited liability
company and beganoperations January 1,2006. The Company, headquartered in Denver, Colorado, is
licensed as a broker-dealer with the SEC and is a registered member of the Financial Industry

Regulatory Authority. The Company offers its clients a variety of investment banking services,
including mergers and acquisitions, capital raising, and financial advisory services. The Company is
engaged in a single line of business as a securities broker-dealer. The Company is exempt from Rule
15c3-3 under Subsection (K) and doesnot hold, nor does it plan to hold, any customers' securities or
funds. Under this exemption, Computation for Determination of Reserve Requirements and
Information Relating to Possessionor Control Requirements are not required.

The Company is a wholly owned subsidiary of Headwaters MB, LLC (the "Parent"). Accordingly, this
affiliation should be taken into consideration in reviewing the accompanying financial statements. The
operating results could vary from those that would have been obtained had the Company operated with
unaffiliated parties.

Cashand Cash Equivalents

The Company reports all highly liquid short-term investments purchased with original maturities of
three months or lessas cashequivalents. As of the balance sheet date,andperiodically throughout the
year, the Company has maintained balances in various operating accounts in excess of federally
insured limits. At December 31, 2014, the amount in excess of federally insured limits was
approximately $5,231,000.

Concentrations of Credit Risk

The Company grants credit in the normal course of business to customers. The Company assesses the
financial condition of its customers to reduce credit risk.

Fair Value of Financial Instruments

The carrying amounts of financial instruments, including cash and cash equivalents, receivables,
prepaids, and accrued expenses, approximated fair value as of December 31, 2014 because of the
relatively short maturity of these instruments.

Advisory and Other FeesReceivable

Advisory and other fees receivable are non-interest-bearing and are recorded as earned by the
Company.An allowance for uncollectible amounts is established to cover future losses based on
management'sbest estimate of uncollectible amounts.Uncollectible receivables are chargedagainst the
reserve when identified. As of December 31, 2014, the Company determined that no allowance was
necessary.

- 3 -



HEADWATERS BD,LLC

Notes to Financial Statement

Note 1 - Description of Business and Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment are stated at cost. Depreciation and amortization is provided utilizing the
straight-line method over the estimated useful life for owned assets,which is estimated to be three
years, or the related lease terms for leasehold improvements.

Deferred Rent

The Company has entered into an operating lease agreement for its corporate office, which contains
provisions for future rent increases, free rent, and landlord-provided leasehold improvements. The
Company records monthly rent expenseon a straight-line basis.The difference between rent expense
recorded and the amount paid is credited or charged to deferred rent obligation, which is reflected as a
separateline item in the accompanying statement of financial condition.

Income Taxes

The Company has elected to be treated as a limited liability company for income tax purposes.
Accordingly, all taxable income and losses are reported on the income tax return of the managing
member, and no provision for income taxes has been recorded in the accompanying financial
statement.

The Company applies guidance of Accounting Standards Codification Topic 740, Accounting for
Uncertainty in Income Taxes. Under this guidance, if taxing authorities were to disallow any tax
positions taken by the Company, the additional income taxes, if any, would be imposed on the
managing member rather than the Company. Accordingly, there would be no effect on the Company's
financial statement.

The Company's information returns for tax years subject to examination by tax authorities include
2010 and 2011 through the current period for state and federal tax reporting purposes,respectively.

Use of Estimates

The preparation of the financial statement 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 disclosures of contingent assets and liabilities at the
dateof the financial statement. Actual results could differ from those estimates.

SubsequentEvents

The Company has evaluated all subsequent events through the auditors' report date, which is the date
the financial statement was available to be issued. There were no material subsequent events that
required recognition or disclosure in the financial statement.

- 4 -



HEADWATERS BD,LLC

Notes to Financial Statement

Note 2 - Net Capital Requirement

The Company is subject to the SEC Uniform Net Capital Rule ("SEC Rule 15c3-1"), which requires
the maintenance of minimum net capital of the greater of $5,000 or 6 2/3% of aggregate indebtedness.
The Company's net capital at December 31, 2014 was $2,572,873,which exceededthe minimum net
capital requirement. Net capital may fluctuate on a daily basis. Additionally, SEC Rule 15c3-1
requires that the aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1 and
that equity capital may not be withdrawn or cash dividends paid if the resulting net capital ratio would
exceed 10to 1. The Company's net capital ratio was 1.39to 1 as of December 31,2014.

Note 3 - Property and Eauipment

Property and equipment consist of the following at December 31,2014:

Furniture and fixtures $ 55,424
Computer equipment 127,237
Software 4,303
Leasehold improvements 226,019

412,983
Lessaccumulated depreciation and amortization (218,892)

$ 194,091

Note 4 - Member's Equity

Effective April 5, 2013, the Parent adopted an Amended and Restated Operating Agreement (the
"Agreement").The Agreement converted Class A Preferred shares under the prior operating agreement
into Class B Common shares. The Agreement converted Class B Preferred shares under the prior
operating agreement into Class C Common shares.

The second amended and restated operating agreement included a 2010 Equity Incentive Plan (the
"2010Plan").The 2010 Plan allowed for the Parentto grant profit interests to employees and affiliates
for performing services to or for the benefit of the Company.

The original operating agreement included a 2001 Equity Incentive Plan (the "2001 Plan"), which
offered Class B share options. Under the Agreement, the outstanding options from the 2001 Plan
allowed holders of the Class B share options to exercise the options for an equal number of Class C
Common sharesunder the Agreement. The converted sharescontain the same rights and privileges of
the options prior to conversion.

- 5 -



HEADWATERS BD,LLC

Notes to Financial Statement

Note 4 - Member's Equity (continued)

Profit Interests

Periodically, the Parent may issue Class A Common shares profit interests to the Company's
employees and affiliates. As of December 31, 2014, there were 365,000 Class A Common shares
profit interests outstanding.

The profit interests were 100% vested upon issuance and allow the holder to participate in the profits
and losses and distributions of the Parent from the date of grant in proportion to their percentage
interest. The holder does not receive an initial capital account. The Company determined that the
profit interests should be reported as equity instruments; however, a value could not be reasonably
estimated at the grant date.Therefore, distributions to the profit interests will be recognized in equity
during the year of distribution.

Share Options

As of December 31, 2014, there were 736,041shareoptions outstanding.

Note 5 - Commitments and Contingencies

Operating Leases

The Company leases office spaceand facilities under non-cancelable operating leases expiring through
December 31,2018.

Future minimum lease payments under the leasesare approximately as follows:

Year Ending December 31,

2015 $ 274,331
2016 . 225,836
2017 192,174
2018 195,026

$ 887.367

-6-
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INDEPENDENT AUDITORS' REPORT ON THE SIPC ANNUAL
ASSESSMENT REQUIRED BY SEC RULE 17a-5

Managing Member
Headwaters BD, LLC

. Denver, Colorado

In accordance with Rule 17a-5(e)(4) under the Securities Exchange Act of 1934, we have performed
the procedures enumerated below with respect to the accompanying Schedule of Assessment and
Payments [General Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection
Corporation ("SIPC") for the year ended December 31, 2014, which were agreed to by Headwaters
BD, LLC (the "Company"), the SEC, Financial Industry Regulatory Authority, Inc., and the SIPC,
solely to assist you and the other specified parties in evaluating the Company'scompliance with the
applicable instructions of the General Assessment Reconciliation (Form SIPC-7). The Company's
management is responsible for the Company'scompliance with those requirements.This agreed-upon
procedures engagement was conducted in accordance with attestation standardsestablished by the
American Institute of Certified Public Accountants. The sufficiency of these procedures is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedures described below, either for the purpose for which this
report hasbeen requested or for any other purpose.The procedures we performed and our findings are
as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement records entries, noting no differences;

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31,2014, as applicable,with the amounts reported in Form SIPC-7 for the year
ended December 31,2014, noting no differences;

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and
working papers,noting no differences;

4. Proved the arithmetical accuracyof the calculations reflected in Form SIPC-7 and in the
related schedules and working papers supporting the adjustments,noting no differences;
and

5. Compared the amount of any overpayment applied to the current assessment with the Form
SIPC-7 on which it was originally computed,noting no differences (if applicable).



Managing Member
Headwaters BD, LLC

We were not engaged to, and did not, conduct an examination, the objective of which would be the
expression of an opinion on compliance. Accordingly, we do not express such an opinion. Had we
performed additional procedures,other matters might have come to our attention that would havebeen
reported to you.

This report is intended solely for the information and use of the specified parties listed above and is not
intended to be andshould not be used by anyone other than these specified parties.

f/Wed U-t-P
EKS&H LLLP

February 11, 2015
Denver, Colorado



SECURITIESINVESTORPROTECTION CORPORATION

,,,7 P.O.Box 92185 2W0a2sh37nigto3nD.C.20090-2185

(33-REV 7/10) GeneralASSeSSliteilt ROConcifiati03% (33-REV 7/10)
For the tiscal year ended 12/31/2014

(Read careluuy lhe instructions in your Working Copy before compleilng this Form)

TO BE FILED BY ALL SIPCMEMBERSWITH FISCAL YEAR ENDINGS

1.Name of Member, address, Designated Examining Authority, 1934 Act registration no.and month in whloh fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

Note: If anyof the informationshownon the
21'21*"***"*3086""********"*""*MIXED AADC 220 mailinglabel requirescorrection, please e-mail
053582 FINRA Dec anycorrectionsto form@sipc.organd so
HEADWATERS BD LLC indicate on the formfiled.
1225 17TH ST STE 1725
DENVERC080202-5534 Nameandtelephonenuroberof person to

co r Reil thListorm.

363-$3(- 490%

2. A. General Assessment (item 2e from page 2)

B. Lesspaym t m e with SlPC-6 filed (exclude interest)

te P d

C. Less prior overpayment applied

D.Assessment balance due or (overpayment)

E. Intarest computed on late payment (see instruction E) for.__._daysat 20% per annum

F. Total assessment balance and inletesi due (or overpayfnant carried forward) $

G. PAID WITH THLSFORM:
Check enclosed, payable to StPG / pry Q
Total (must be same as F above) S ( Q Uh )

H. Overpayment carried forward S( )

3, Subsidiaries (S) and predecessors (P) included in this form (give name and 1934 Act registration number)

The SIPC member submitting this form and ttie
person by, whom it is executed represent thereby a C
that all information contained herein is true, correct 10

aDae theLay of Eli , 20 .
This form and the assessment payment is due 60 days after the end of the fiscal year.Retain the Working Copy of this form
for a period of not less than 6 years, the latest 2 years in an eseuyaccessible place.

Dates:
Postmarked Received Reviewed

E Calculatioris Documentation Forward Copy
CC

Exceptions:

Disposition of exceptions:



DETERMINATIONOF "SIPC NET OPERATINGREVENUES"
AND GENIERALASS.ESSMENT

Amounts for the tiscal period
beginning 111/2014
and ending 12/31/2014

Eliminate cents

2a.ToNtalrevenue(FOCUSUne 12/PartilA Line9, Code4030)

2b.Additions:
(1) Totalrevenuesfromthe securitiesbusinessei subsidiaries(exceptforeignsubsidiaries)and

predecessorsnot includedabove.

(2) Netlossfromprincipaltransactionsin securitiesin tradingaccounts.

(3) Notlossfromprincipaltransactíonsin commeditiesintradingaccounts.

(4} Interestanddividendexpensededucted in determining item23.

(5) Net lossfrommanagementof or participationin the underwriting or distribution of securities.

(6) Expensesotherthanadvertising,printing,registrationfeesand legal feesdeductedin determiningnet
profit frommanagementof orparticipation in underwriting or distribution of securities.

(7)Nellossfromsecuritiesin investmentaccounts.

Totaladditlons

20.Deductions:
(1) Revenuesfromthedistributionof charesof a registeredopenend investmentcompanyof unit

investmenttrust, fromthesal.eof variableannuities,from the businessof insurance,frominvestment
advisoryservicesrenderedto registeTedinvestmentcompaniesor insurancecompanyseparate
accounts,andfromtransactionsin securityluturesproducts.

(2) Revenuesfromcommodity transáctions.

(S) m it s tnr$ansir bokerageandclearancepaidto otherSIPC membersin connectionwith

(4) Reimbursomentsforpostagela connectionwithproxysolicliation.

(5} Nelgainfromsecuritiesin investmentaccounts.

(6) 100%of commissionsandmarkupsearnedfromtransacilonsin (i) cer.tificatesof depositand
(il) Treasurybills, bankersacceptartcesorcommercialpaperthat matureninemonthsor less
fromissuancetlate.

(7) Directexpensesof printingadvertisingandlegal fees incurredin connection with otherrevenue
relatedto the securitiesbusiness(revenuedefinedby Section16(9)(L)of the Act).

(8) Cther revenuenotrelatedeitherdilectly or indirectly to the securitiesbusiness.
(See InstructionC):

(Deductionsin excessof S100,000requiredocumentation)

(9) (i) Total interestanddividendexpense(FOCUS1.ine22/PARTllA Line13,
Code4075plusline 2b(4)above)butnot in excess
ofintal laterestanddividendincome. $

(li) 40% of marginiraterestearnedoncustomarssecurllies
accounts(40%of FOCUSline5,Code3960), $

Enlerthe greaterof line (i) or (ii)

Totaldeductiotis

2d.SIPC idetOperatirrgRevenues

20.GeneralAssessment©.0025 A 9 9.
(to page1.line 2. .)

2
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM ON
EXEMPTION REPORT

Managing Member
Headwaters BD, LLC
Denver,Colorado

We have reviewed management's statements, included in the accompanying Headwaters BD
Exemption Report, in which (1) Headwaters BD, LLC (the "Company")identified the following
provisions of 17 C.F.R.§15c3-3(k) under which the Companyclaimed an exemption from 17 C.F.R.
§240.15c3-3:paragraph (k)(2)(i) (the "exemptionprovisions") and (2) the Company stated that it met
the identified exemption provisions throughout the most recent fiscal year without exception. The
Company's management is responsible for compliance with the exemption provisions and its
statements.

Our review was conducted in accordance with the standardsof the Public Company Accounting
Oversight Board (United States) and, accordingly, included inquiries and other required procedures to
obtain evidence about the Company's compliance with the exemption provisions. A review is
substantially less in scope than an examination, the objective of which is the expression of an opinion
on management'sstatements.Accordingly, we do not express suchan opinion.

Based on our review, we are not aware of any material modifications that should be made to
management'sstatements referred to above for them to be fairly stated, in all material respects,based
on the provisions set forth in paragraph (k)(2)(i) of Rule 15c3-3 under the Securities Exchange Act of
1934.

f/m-H t.JJP
EKS&H LLLP

February 11,2015
Denver,Colorado



HEADWATERS BD,LLC
EXEMPTION REPORT

SEC Rule 17a-5(d)(4)

The below information is designed to meet the Exemption Report criteria pursuant to SEC Rule
17a-5(d)(4):

• Headwaters BD,LLC is a broker/dealer registered with the SEC and FINRA.

• Headwaters BD, LLC claimed an exemption under paragraph (k)(2)(i) of Rule 15c3-3 for
the fiscal year ended December 31, 2014

• Headwaters BD, LLC is exempt from the provisions of Rule 15c3-3 because it meets
conditions set forth in paragraph (k)(2)(i) of the rule, of which, the identity of the specific
conditions are as follows:

* The provisions of the Customer Protection Rule shall not be applicable to a broker
or dealer who, carries no margin accounts,promptly transmits all customer funds
and delivers all securities received in connection with its activities as a broker or
dealer, doesnot otherwise hold funds or securities for, or owe money or securities
to, customers and effectuates all financial transactions between the broker or
dealer and its customers through one or more bank accounts, each to be
designated as "Special Account for the Exclusive Benefit of Customers of (name
of the broker or dealer)."

• Headwaters BD, LLC has met the identified exemption provisions throughout the fiscal
year endedDecember 31, 2014 without exception.

• Headwaters BD, LLC hasnot recorded any exceptions to the exemption for the fiscal
year endedDecember 31,2014.

The above statement is true andcorrect to the best of my and the Firm's knowledge.

Signed:
ul Janson


