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OATH OR AFFIRMATION

1, Bonnie 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 , @s

of December 31 20 15 , 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 as that of a customer, except as follows:
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This report ** contains (check all applicable boxes):

& (a) Facing Page.

LY (b) Statement of Financial Condition.

M (c) Statement of Income (Loss).

™ (d) Statement of Changes tadinancaddiondiote. Cash Flows.

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

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

4 (g) Computation of Net Capital.

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

B4 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

o () A Reconciliation, 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.

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

4 (1) An Oath or Affirmation.

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

L4 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**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: 301-736-8589

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, 2015, and the related statements of operations, changes in
stockholders’ equity, changes in liabiliies subordinated to claims of general creditors, and cash
flows for the year then ended that you are filing pursuant fo Rule 17a-5 under the Securities
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 flnanclal 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 o
obtain reasonable assurance about whether the financial sfatements 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 opinlon, the financial statements referred fo above present fairly, in all material respects, the
financial position of Wachtel & Co., Inc. as of December 31, 2015 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 recondiles 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 17a-5. In our opinion, the
supplementary information is faidy stated, in all material respects, in relation to the financial
statements as a whole.

s ctezs

Steven G. Hirshenson, Chartered

February 5, 2016



Wachtel & Co., Inc.
Statement of Financial Position

December 31, 2015
Assets
07 1~ | OO
Cash and securities segregated under SEC regulations .........
Receivable from brokers .........ccconiccnninnescnnssen e
Receivable from cUSTOMErS ... ere e,
Securities owned - investment account .......c..cceceeeeevervveinen.
Securities owned - trading accouNt ........ccoveeveveeeinrcceivrecssnnennes
Other receivables ... e it reeers s seenes
Clearing DEPOSILS  .oceccoriinierirssscnesses s sascre sevesnssssrssnssseserenas
Prepaid EXPENSES oeeccvrrrenciie s esscraes s vsraesenean
Prepaid INCOME LAXES ....ouuveeie e neeesnsiesceress e sesens e sesannne
Net fIXEA ASSELS ....ceevveerreie e et ser et rae e sa et esenassrnnas
TOLAl ASSELS......ceecverisirersicrmsebecrsereans i nasestsassnsesenssesstesssssssosesanens

Liabilities and Stockholders' Equity

Accounts payable and accrued eXpenses ...
Income Taxes Payable ...
Payable t0 BroKers ..........oirciieneireee e s
Payable tO CUSTOMETS ....coeiveerrnecrinrrinresse s scrsrnesssssssssseacssnsens
Payable t0 stOCKNOIErS ..o iieiiiiincemnereiieseanscrieesssessensaanns
Deferred tax iability ... coenniicnesrcsnsnesesvses eeenene

Total Liabilities ..........c.ocoomieeeieeie e e

Capital stock, $1 par; 100,000 authorized,

56,192 shares outstanding ........cceieneorierennriinrnsesenans
Additional paid in capital ... it
Retained 8aININGS ......cccvovrireivenriiers v et snessesecsescrssersns

Total Stockholders' EQUItY .....covveverreenrneen.

Total Liabilities and Stockholders' Equity

See Notes to Financial Statements

S 3,098,480
1,666,559
79,712
241
1,083,072
2,012,194
542
511,679
1,802

0

1,589

$ _8,455,870

S 20,000
0

122,634
856,134
2,235,355
381,290

S 3,615,413

56,192
969,312
3,814,953

4,840,457

S 8,455,870



Wachtel & Co., Inc.
Statement of Operations
Year Ended December 31, 2015

Revenues

COMMISSIONS et eteeeneseass e ces s ses et es s erans S 279,025

Net trading and investment account gains ............... 66,971

INEEIEST o.eeverierceceeserrreceeiireresersasresensesseststnssaesnsesiasessseses 119,374
DIVIHENAS oo ettt s svers e s eses et st 23,078
MULUA] FUNAS ..ocvirveinerececereenesssenss e srvsvesssesessenseans 13,158
CoNSUILING FEBS e vnen e s esesransenes 146,650
10 11 V=1 O TR OO 416
TOtal REVENUES....eocvcreeee et reaeee e seeseerenereens 648,672
Expenses

Accounting and professional services........cc.cceccovecenne. 14,120
AAVETTISING...ocerrerr e rerees s resiecssensssereresss s senssesssnans 0

Clearing Charges. ..o ervesiscrssereressssrseressasesessses 43,865

COMMISSIONS...veeraerrrerieesrerneeeeraresasnrisesssaessasasransssssssons 85,000

Communications & Technology .......cvevenninerrecenne 7,089

CONSUILINEG .. iusreisnrrennereraresmrerenieessssnssssssraessrensresss esnssssnons 0
DUES aNA HEBNSES.....cc ettt srees 9,827

Health benefitS.... e ees s 39,037

IMSUIBNCE i e eerrareeresiranracreessars sarrersassvsrsassrsnsrs seresssmerss see 3,096
MISCEIANEOUS.....cecereern et e s s s ssesae s ssn s snee 0
OffiCe EXPBNSE. .ottt e e st st 9,048
Officers' SalariesS ... e irserr e s sesssennressenens 84,000

Pension ContribULION...... .o e cenrerenesieminen s s s 0
Regulatory fEes......coviennme s 27,743

RN e iuee vt siveeieecrise st enes esresssses rasassen e sesaesbessnssasnsensasan 54,657

SAIBITES s ecveee s cererersesrnrcreiestesnnennesereressaseseasseasesireasasressen 73,000

Taxes, payroll and Other........cecriensiennenine 12,622

Travel and transportation..........ccccce e vcneisncnnans 6,337
TOtal EXPENSES. ....orerereerveriaensseresaaesenserseneneesncesensaenseenen 469,441
INCOME DEfOre taXes........cceveevcverereeverernssnmaseessnesesesnas 179,231

Provision for iNCOME taxes......cc.coverevreeereesrrsneseecrenas { 56,272)
NEt INCOME .....ocecrcecrriecarareerressnrrasarssssissssesssasesens S 122,959

See Notes to Financial Statements



Wachtel & Co., Inc.

Statement of Changes in Stockholders’ Equity

Year Ended December 31, 2015

Capital Paid-in Capital

Balances at December 31,2014  $ 56,192 $ 969,312
Net Income  .ocoveeiecieee 0 0
Balances at December 31, 2015 $_56,192 $S__969,312

See Notes to Financial Statements

Retained Earnings
$ 3,691,994
122,959

$_3,814,953



Wachtel & Co., Inc.

Statement of Changes in Liabilities Subordinated

Year Ended December 31, 2015

Subordinated Borrowings as of lanuary 1, 2015 ...... $ 0
Change in Subordinated Borrowings ... 0
Subordinated Borrowings as of December 31, 2015 S 0

See Notes to Financial Statements



Wachtel & Co., Inc.
Statement of Cash Flows
Year Ended December 31, 2015

Cash Flows from Operations

INTErest rECRIVEA vttt e et er e saneenens S 119,374
Fees and commissions received .vioceveneceeneseeeisesenmenens 439,249
Net cash flow to purchase and sell trading securities..........c.... 540,007

Dividends reCeiVEd ... et ran e s e e 22,536
Cash paid to suppliers and employees........cccvveervirneescnecsecens ( 487,058)
INCOME tAXES PAIA e e reseseseiseressecssresesss anasnesasecnns (__26,383)
Net cash from Operations  ...ococennnrecrerce e 607,725

Cash Flows from Investing

Transfer to Segregated Customer Reserve Account ......cceu.e ( 6,134)
Proceeds from sale of investment securities  ..ocoeeivecnee 141,500
Net cash from iNVEStiNg  ovicevevcrereeeerre e s e es 135,366
Net increase in Cash and Cash Equivalents  .....cccoeccvverinennne 743,091
Cash and Cash Equivalents at beginning of year  .................. 2,355,389
Cash and Cash Equivalents at end of year .o S 3,098,480

Reconciliation of Net Income to Net Cash Provided by Operations
NELINCOME e esresrasr s ra s srasin s s enpesssns S 122,959

Adjustments to reconcile net income to net cash provided by operations

Decrease (increase) in other receivables........cococenincorieennen, {542)
Decrease (Increase) in prepaid eXpenses. ..o e srerereecriennes 30
Decrease in prepaid iNCOME taXeS...... v werntienisennesreersseseneses 0
increase (Decrease) in deposits  ..c.iecccnercrminneeeennennens ( 17,647)
Decrease (Increase) in investment account........cccoceereamrcercorseens ( 189,950)
Decrease {Increase) in trading account......cccceievevcecccrsennnnnen. 804,635
Increase {Decrease) in accts payable and accrued expenses... 0
Increase (Decrease) in net payables due customers/brokers ( 263,891)
Increase (Decrease) in deferred taxes.......ccvmereecirenerecnnenenna 29,889
Increase (Decrease) in payable to stockholders............ee. 122,242
Total adjUSTMENTS.....ccoi st st s st e ssa e 484,766
Net Cash Provided (Used) by Operations.......co.coeveesrencecnnrencne $_607,725

See Notes to Financial Statements



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 prepared
on the accrual basis of accounting, except for dividends which are recorded as income at the
time of receipt.

Securities transactions, including related commission income and expense, are recorded on a
trade date 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 to 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 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 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% with a balance of $616,559 as of December 31, 2015;
an $800,000 certificate of deposit at Lakeside Bank earning interest at 1.05% with a maturity
of August 22, 2016; and a $250,000 certificate of deposit at Eagle Bank earning interest at
1.00% with a maturity of June 12, 2017.

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 methodologies used for assets measured at fair
value. There have been no changes in the methodologies used thru December 31, 2015.

Equity securities: Value based on quoted market prices at year end.
Mutual funds: Value based on net asset value {(NAV) 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 result in a different fair value measurement at
the reporting date.

10




Wachtel & 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, 2015.

Level 1 Level 2 Level 3 Total
Equity Securities $ 1,283,719 $ 7,806 S 4,000 $ 1,295,525
Mutual Funds 1,799,741 1,799,741
Total Assets at fair value $_3,083,460 $_7.806 $_4,000 S_3,095,266

Note 5 — Net Fixed Assets

Net fixed assets consist of the following:

Furniture and Equipment ............ $25,611
Automobhiles 15,887
41,498

Less: Accumulated Depreciation .. (39,909)

Net Fixed AsSets  ....cverveuvenne $ 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 discretionary simplified employee pension plan for eligible employees.
The total pension expense for the year ended December 31, 2015 was SO.

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.

11



Wachtel & Co., Inc.
Notes to Financial Statements
Note 9 — Income Taxes

The provision for federal and state income taxes consists of the following:
Current income taxes

Federal....umminiernee: 9 16,023
o] of | IO UUURVONt 10,360
Total current provision...... 26,383
Deferred income taxes............... 29,889
Total provision for taxes............ S 56,272

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 to 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,
2015, the ratio of aggregate indebtedness to net capital was .64 to 1, and net capital of
$4,293,293 exceeded capital requirements of $250,000 by $4,043,293.

Note 11 — Lease

The Corporation occupies space under a lease in effect through July 31, 2017. As of
December 31, 2015 the monthly base rent was $4,218 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

2016 S 51,142
2017 30,263
TOtalermeererer e $_81,405

Note 12 — Subsequent Events - None

Management has evaluated events through February 5, 2016, the date on which the financial
statements were available to be issued.

12



Wachtel & Co., Inc.
Computation of Net Capital Pursuant to SEC Rule 15¢3-1

December 31, 2015

TOAl ASSELS oot b s $ 8,455,870
Total Liabilities e 3,615,413
NELWOIth et et semer s seecas 4,840,457
Non-Allowable Assets  .vieci v e 36,876
Other Deductions  ...ccovvrvcneneerenecemec e 0

Current Capital e e 4,803,581
Allowable AsSets e e 8,418,994
HaifCuts i s s 510,288

Adjusted Net Capital  ..oeeeccnenii i s iesissesees 4,293,293
Liabilities Not Included in Aggregate Indebtedness... 883,467
Aggregate Indebtedness  .....covicinnnneneenennns 2,731,946
Calculated Required Capital  oceorriccererencerricnnn 182,130

Minimum Required Capital 250,000.
Excess Capital oot S 4,043,293

Ratio (Al / Net Capital) oo eeresen e ssrnsannns .64



Wachtel & Co., Inc.
Computation of Cash Reserve Requirement Pursuant to SEC Rule 15¢3-3

December 31, 2015

Customer Credit Balances ... cevvvovccccscceee. S 856,134

Customers’ Securities F/R.........coerveneenssnsieceecnseenns 85,234
TOtal Credits ....coocoeeeeeeees et e 941,368
Customer Debit Balances (-1%) ........ reverresererererarssone 239
Customers’ SecUrities F/D.......veeeeieeeeereceeee e, 57,662
Total Debits......ccveoiveirene e oo s s 57,901

Excess of Credits Over Debits........c.c.ooooeeeeeeeeriiene 883,467
Amount in Reserve a/c (12/31/15)...mivrnrrencnnnn, 1,666,559
January Deposit or (Withdrawal).......cccocoevceiivnrrecrnnan, 0
New Balance in ACCOUNT......covvvvenverevevenecesrnveresreveennee 1,666,559
Reserve for Early Withdrawal Penalty............cccerccene. 15,000
Available Balance...........cocveeeiveveresvereeee s cessnesnenns. 1,651,559

Excess Deposit Over Requirement....ciiinmne. S 768,092

See Notes to Financial Statements.



Wachtel & Co., Inc.

Information for Possession or Control Requirements under SEC Rule 15¢3-3

December 31, 2015

Market Valuation and Number of ltems of:

1. Customers’ fully paid securities not in Wachtel & Co., Inc.’s possession or control as
of December 31, 2015 (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 [tems — None Value — None
2, Customers’ fully paid securities for which instructions to reduce to possession or
control had not been issued as of December 31, 2015, 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 items — None Value — None

Notes
A Item 1 does not include customers' fully paid securities required to 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 time frame specified in rule 15¢3-3.

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

C Item 2 includes only items not arising from “temporary lags which frequently result
from normal business operations”.

15



STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
50 W. EDMONSTON DRIVE
SUITE 603 TEL: 301-738-8803
ROCKVILLE, MD 20852 FAX: 301-738-8699

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 & Ca,, Inc. as Part Il of its unaudited December 31,
2015 Focus Report.

fn our opinion, no material differences exist between the two sets of Schedules.

B Yolear—, T

Steven G. Hirshenson, Chartered

February 5, 2016

16



STEVEN C. HIRSHENSON
CHARTERED

CERTIFIED PUBLIC ACCOUNTANT

50 W. EDMONSTON DRIVE
SUITESC3 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 Directors
Wachte! & Co.,Inc.
Washington, DC

In planning and performing our audit of the financial statements of Wachtel & Co., Inc. (the
Company) for the yearended December 31, 2015, in accordance with auditing standards generally
accepted inthe 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 apinion on the effectiveness of the Company's internal control. Accordingly, we do
notexpress anopinion on the effectiveness ofthe Company's intemal 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), inthe
following:

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

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

3. Complying with the requirements for prompt payment for securifies under Section 8 of
Federal Reserve Regulation T ofthe Board of Governors ofthe Federal Reserve System.

4, QObtaining and maintaining physical possession or control of all fully paid and excess
marginsecurities of customers as required by rule 15¢3-3.

The management of the company is responsible for establishing and maintaining intemal control
and the practices and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgments by management are required to assess the expected
benefits and related costs of controls, and of the practices and procedures referred to inthe
preceding paragraph. And to assess whether those practices and procedures can be expected to
achieve the SEC's above-mentioned objectives. Two of the objectives of internal control andthe
practices and procedures are to provide management with reasonable 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 propery to permit the preparation of financial
statements in conformity with generally accepted accounting principles. Rule 17a-5(g) lists
additional objectives ofthe practices and procedures listed inthe preceding paragraph.

Because of inherent limitations ininternal control and the practices and procedures referredto
above, error or fraud may occur and not be detected. Also, projection of any evaluation of them fo
future periods is subject to the risk that they may become inadequate because of changes in
conditions orthatthe effectiveness of their design and operation may deferiorate.

An internal control deficiency exists when the design or operation of & control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent
or detect misstatements on atimely basis. A significant deficiency is adeficiency, or combination
of deficiencies, ininternal control that is less severe than a material weakness, yet important
enoughto merit altention by those charged with governance.

Amaterialweakness is adeficiency, or combination of deficiencies, ininternal control such that
there is a reasonable possibility that a material misstatement of the Gompany's financial
statements will notbe prevented, ordetected and corrected on atimely basis,

Our consideration of internal control was for the limited purpose described inthe 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 thatwe consider to be material weaknesses, as defined previously.

We understand that practices and procedures that accomplish the abjectives referredtointhe
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 thatpractices
and procedures that do not accomplish such objectives in all material respects indicate a material
inadequacy for such purposes. Based on this understanding and o study, we beleve that the
Company's practices and procedures were adequate at December 31, 2015, to meet the SEC's
objectives.

This reportis 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 1834 intheir
regulation of registered brokersand dealers, andisnotintendedto be and should notbeused by
anyoneother than these specified partias.

@OW, Y 2% i
* e
Steven G. Hirshenson, Chartered

February5,2016

STEVEN G. HIRSHENSON

CHARTERED
CERTIFIED PUBLIC ACCOUNTANT
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Wachtel & Co Inc §§ 240.17a-5(d)(1)(i)(B)(1) Compliance Report December 31, 2015
(1) We have established and maintained Internal Contral OverCompliance (paragraph (d)(3)(ii);
(2) The Internal Control Over Compliance was effective during the most recent fiscal year;

(3) The Internal Control Over Compliance was effective as of the end of the most recent fiscal year ended
December 31, 2015;

(4) We were in compliance with Rule 15¢3-1 (Net capital requirements for brokers or dealers) and Rule 15¢3-3
{Customer Protection — Reserves and Custody of Securities) paragraph (e) “Special Reserve Bank Account for the
Exclusive Benefit of Customers” as of December 31,2015.

The information used to determine compliance with Rule 15¢3-1 and Rule 15¢3-3 (e) was derived from our books
and records. 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 as we deemed
advisable.

Rule 17a-5(d)(3)(ii) defines Internal Control Over Compliance as “internal 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 timelybasis”.

A deficiency in Internal Control Over Compliance exists when the design or operation of a control does not allow
management ar employees, in the normal course of performing their assigned functions, to prevent or detect on a
timely basis non-compliance with § 240.15c3-1, § 240.15c¢3-3, § 240.17a-13, or any Account Statement Rule.

Rule 17a-5 defines material weakness as “a deficiency, or a combination of deficiencies, in the broker- dealer’s
Internal Control Over Compliance such that there is a reasonable possibility 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 timelybasis”.

We did not identify 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 15c3-3 during the year or as of
December 31, 2015.

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

We understand that we are subject to penalties for willfully making falsestatements.

Bonnee K Wiecktald

Bonnie K. Wachtel, CEO
January 20, 2016
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Report on Compliance Required by SEC Rule 17a-5(d)(1)(i)}(C)

To the Board of Direclors
Wachtel & 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, 2015; (2) Wachtel & Co., Inc.'s intemal control aver
compliance was effective as of Decernber 31, 2015; (3) Wachiel & Co., Inc. was in compliance with
Secunities and Exchange Commission (SEC) Rules 16¢3-1 and 15¢3-3(e) as of December 31, 2015; 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 confro! over compliance thaf has the
objective of providing Wachtel & Co., Inc. with reasonable assurance that non-compliance with Rules
1563-1, 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
responsibifity is to express an apinion on Wachtel & Co., Inc.’s statements based on our examinafion.

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 to
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, 2015; Wachtel & Co,, Inc.
complied with Rules 15¢3-1 and 15c3-3{e} as of December 31, 2015; and the information used to assert
compliance with Rules 15¢3-1 and 15¢3-3(e} as of December 31, 2015 was derived from Wachtel & Co,,
Inc.’s bavks and records. Our examination includes testing and evaluating the design and operating
effectiveness of intemal control over compliance, tesfing 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 circumslances. We believe that our examination
provides a reasonable basis for our opinion.

In our opinion, Wachtel & Co., Inc.s statements referred to above are fairly stated, in all material respects.
Steven G. Hirshenson, Charlered
* February 5, 2016
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