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OATH OR AFFIRMATION

'I,_; o ~ Jon Messersmith

;my knowledge and belief the accom
Westwood Capital, LLC

o ’f December 31 .

» swear (or affirm) that, to the best of
panying. financial statement and supporting schedules pertaining to the firm of

, as
20 18 , are‘true and correct. I further swear (or affirm) that

proprletor prmclpal officer or director has any proprietary interest in any account
: classxﬁed solely as that ofa customer, except.as follows ‘

 neither the company nor any partner,

(\’}r% _—

a3

ngnature
Mipes, ey WY \,-edéil
g;? #.77 Title

v Yorlk

Notary Publlc i

O St
lS report ** containg (check all appllcablé b’é L e, ) Z/
. (a) Facing Page. :

(b) ‘S.tatement of Fmanelal Condmon

ckh g quty ot Partnefs or.Sole Proprietors’ Capital. |
'bxl'ﬂes Subordmated to'Claims of Creditors.

termmatxcm of Reserve Requirenients Pursuant to Rule 15¢3-3.

to the Possession or Control Requirements Under Rule 15¢3-3.

iding appropriate explanation of the Computation of Net Capital Under Rule 15c3 1 and the
For Detsrmination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Recone ation: between the: audlted and unaudited Statements of Financial Condition with respect to methods of
‘consolidation.. :

v] (1) An Oath or Afﬂrmatlon
] (m) A copy of the SIPC Supplemental Report
(n) A reportdescribing any material madequacles found to exist or found to have existed since the date ofthe prevxous audlt

; **For condmons of conf dential treatment of certain poriions of this filing, see section 240. l7a_-5(e) (3).
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ADVISORY TAX AUDIT -

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

* To the Management and Member of -
Westwood Capital, LLC .

Opinion on the Financial Statement

We have audited the accompanymg statement of financial condition Westwood Capital, LLC (the ",Company”)‘as; of
December 31, 2018, and the related notes (collectively referred to as the “financial statement”). In our:opinion, the :
financial statement presents fairly, in all material respects, the financial position of the Company as of December
31,2018, in conformity. with accounting pr|n0|ples generally accepted in the United States of Amerlca

L Basis for Opmlon

-This financial statement is the" respon3|b|I|ty of the Company’s management Our responsibility ‘is to, express an
opinion on this financial statement based on our audit. We are a public accounting firm registered W|th the Public
Company Accounting Oversught Board (United States) (‘PCAOB”) and are required to be independent with respect
to the Company in accordance with the U.S. federal securities laws and the apphcable rules and regulat|ons of the -
'Securltles and Exchange Comm|s5|on and the PCAOB.

.We conducted our atdit in accordance with the standards of the:PCAOB. Those standards require that we plan and

perform the "audit:to obtain reasonable assurance about whether the financial statement is free of material
misstatement, whether due to. error or fraud. Our audit included performing procedures to assess the risks of
material mlsstatement of the financial statement, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included. examining, on a test basis, evidence regarding the amounts and
dlsclosures in the financial statement.  Our audlt also included evaluating the accounting principles used and
significant estimates ‘made by management, as well as evaluating the overall presentation of the financial
statement. We believe that our. audit provides a reasonable basis for our opinion.

We have sei'ved_ as the Company'’s auditor since 2014.

- Whippany, New».Jersey

February 27, 2019

WlthumSmlth-t-Brown PC 200 Jefferson Park, Suxte ADO Whippany, New Jersey 07981-1070 7T £973} 898 9494 F [973] 898 0686 wtthn]m .com

AN INDEWEMQEENT MEMBER OF HLB.- THE GLOBAL ADVISORY AND ACCOUN TiNiG NETWOQK



WESTWOOD CAPITAL, LLC
, STATEMENT OF F!NANClAL CONDlTlON

December 31, 2018 - ’ ’

ASSETS
Cash $ 36,591
~ Investment in securities, at fair value : | | i 24,471
Due from Parent s | | | : 9,872
Due from Related Party | 170,455
Property and equipment, net ’ 7,455
Other assets ) ; _ 21,339 -
| | 8 270,183
LiABILITIES AND MEMBER'S EQUITY
' _Acdounts ﬁayable and aécrued expenses | : $ ) 4 ,040
Member's equity  - o ‘ , | 229,143 .
$ 270,183

See accompahying notes to ﬁnéncia[: statements. _ 2



~ WESTWOOD CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

i Nature of busmess and summary of sngmf‘ cant accounting policies .

Nature of Busmess

Westwood Capltal LLC (the "Company") is:a limited liability company organized under the laws of the state of
Delaware on.May 9, 1995 and will continue to exist until May 19, 2025. The Company is a wholly-owned subsrdlary of.
" Westwood Capital Holdings, LLC, (the “Parent’). The Company engages in investment banking activities, specializing
.-in the pnvate placement of- equrty ‘and debt issues. Investment banking activities also include fi nancral advrsory s

¢ services and mergers and acqursrtron advisory servrces

:The Company isa reglstered broker-dealer with the Securities and Exchange Commlssmn (“SEC”) and.is a- member ,
‘of the Financial Industry Regulatory Authonty (“FINRA”)

" Basis of Presentatlon

. The fi nan0|al statements have been: prepared in conformity with accounting principles generally accepted in the
United States of Amenca (“GAAP") ,

Gomg Concern Assessment

The Company does not have sufficient Ilqwdlty to meet its obligations over the next year from the date of issuance of

these financial: statements as it relates to the’ legal matters described in Note 8. ‘In connection with the Company’s L ‘

- assessment of going concern considerations in accordance with Accounting Standards Update (“ASU").2014-15,

-“Disclosures of Uncertainties about an Entity’s Ability to Continue as a Going Concern,” management has determined
that the: comimitment from the Parent to provide additional capital in the form of equity contributions to the Company
is ‘sufficient to absorb the obligations that the Company may sustain from this legal matter, if deemed necessary, for .
at least one year from the release of these financial statements. .

: Accounts Rece/vable

Recelvables from clients ‘are stated at the amount management expects to collect from outstanding balances On a
«periodic: basis, management evaluates-its receivables and provides for probable uncollectible-amounts through a
.charge to operations and a credit to an allowance for doubtful accounts based on its assessment of the current status

= of individual accounts. Balances that are still outstanding after management has used reasonable. collection efforts

- are:written off through a charge to.the allowance for doubtful accounts and a credit to receivables from cllents As of
January 1; 2018 and December 31, 2018 the Company did not have any accounts receivables.

Valuatlon of Investments in Securltles and Securltles at Fair Value - Definition and Hierarchy.

p In accordance wrth GAAP,. falr value is ‘defined as the price that would be received to sell an asset or paid to
transfer a Ilablllty (| e., the “exit pnce”) in an orderly transaction between market participants at the measurement .

date

‘In determlnlng fair. vaIue the Company uses various valuation approaches. In accordance with GAAP, a falr value
hierarchy for inputs is.used in measunng fair value that maximizes the use of observable inptits and minimizes the
“use of unobservable inputs by requiring that the most observable inputs be used when-available. Observable

i mputs are those that market participants would use in pricing. the asset or liability based on market data obtained

~.from sources rndependent of the Company. Unobservable inputs reflect the Company’s assumptions: about the -
- inputs market. participants would use in pricing. the ‘asset or liability developed based on the best. mformatlon
“available in the cwcumstances The fair value hierarchy is categonzed into three levels based on the |nputs as .

o follows



- WESTWOOD CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

1. Nature of busmess and summary of S|gn|f‘ cant accountmg pollcles (contlnued)
Valuat/on of Investments ln Secur/t/es and Secur/t/es at Fair Value - Definition and Hierarchy (contlnued)

«-Level 1- Valuatlons based on unadjusted quoted prices in active markets for identical assets or I|ab|I|t|es that
the Company has the ability. to access. Valuation adjustments and block' discounts are not applied to Level 1
secuntles Since valuations are based on quoted prices that are readily and regularly available in an actlve'
market valuatlon of these secuntles does not entail a significant degree of judgment. .. : ,

o Level 2 Valuatuons based ‘on quoted prices in markets that are not active or for whlch all significant mputs are
. observable elther dlrectly or |nd|rectly

Level 3 - Valuatlons based on:inputs that are unobservable and significant to the overall fa|r value
‘ measurement

3 jThe avallablllty of valu_ation'teohn.iques and observable inputs can vary from security to security and is affected by

L a wide variety. of factors including, the type of security, whether the security is new and not yet established in the

marketplace and other characteristics. particular to the transaction. To the extent that valuation is based on
models or |nputs that are less observable or unobservable in the market, the determination of fair value requires
more judgment ‘Those estimated values do not necessarily represent the amounts that may be ultimately realized

.- due to-the occurrence of future circumstarices that cannot. be reasonably determined. Because of the inherent
- ‘uncertainty of valuatlon those estimated values may be materially higher or lower than the values that would have

“been used had a ready-market for the securities existed. Accordingly, the degree of judgment exercised by the
_ Company in determining fair value is greatest for securities categorized in Level 3. In certain cases, the inputs
used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, for disclosure
purposes; the level in the fair value hierarchy within which the fair value measurement in its entlrety faIIs is
- determined based on the lowest level |nput that is significant to the fair value measurement

* - Fair. value i5 a market-based measure considered from the perspective of a market participant rather than an
.enttty—specuﬁc measure. Therefore, even when market assumptions are not readily available, the Company’s own

e assumiptions “are set to reflect those that market participants would use in pricing the ‘asset or liability at the

‘measurement date “The Company uses prices and inputs that are current as of the measurement date, including
periods of market: dislocation.  Ih periods of market dislocation, the observabullty of prices and inputs may be
“reduced for many secunt:es ThlS condltlon could cause a securlty to be reclassified to a lower level within the fair.
value hlerarchy ' : \

| Valuatlon Technques

Investments |n Securltles

~.The Company values mvestments in securities that are freely tradable and are listed on a nat|onal securities
» “exchange or reported on the NASDAQ national market at their Iast sales price as of the Iast business day of the
©year. - -

; Property and Equ:pment

Property and .equipment is stated at cost less accumulated depreciation and amortization. The Company prowdes

- for depreC|at|on and amortization ona straight-line basis as follows:

Asset - - Useful Life
. Furniture and fixtures -~ 7 years
Computers and equipment .. 3years
Leasehold lmprovement .. 10 years



'WESTWOOD CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

1. Nattjre' of business and summai'y of significant accounting policies {(continued)
Revenue Recognition

Effective January 1,-2018, the Company adopted ASC Topic 606, Revenue from Contracts with Customers ("ASC
Topic 606") .using the modified retrospective method. The new revenue recognition guidance requires that an
entity recognize revenue to depict the transfer of promised goods or services to customers in an.amount that'
" reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The
guidance requires an entity to follow a five step model to (a) identify the contract(s) with a customer, (b)’ identify the
performance obligations in the contract, (c) determine the transaction price, (d) allocate the transaction price to the
~ performance obligations in the contract, and (e) recognize revenue when (or as) the entity satisfies a performance
obligation. In determining the transactlon price, an entity may include variable consideration only to the extent that’
is probable that a significant reversal in'the amount of cumulative revenue recognized would not occur when the
uncertainty associated with the variable consideration is resolved. The adoption of this standard did not have a
material impact on prior revenue recognition or on opening equity, as the timing and measurement of revenue
recognition for the Company is materially the same under ASC 606 as it was under the prior relevant guidance.
See Note 2 for further information on the new accounting standard and the Company's revenue from contracts with
customers. The new revenue recognltlon guudance does not apply to revenue associated with financial instruments
and interest i income. -

~ Income Taxes

The Company is a limited liability company, and as such does not record a provision for federal and state income
taxes in the accompanying financial statements as each member of the Parent is responsible for reporting its share of
income or loss, as reported for income tax purposes. - The Company is subject to the New York City Unincorporated

- Business Tax- (“UBT"). The Company has no tax sharing arrangement with the Parent and accordingly has no
commitment to fund or receive amounts for any tax liabilities or benefits with earnmgs of the Company Accordlngly,
the Company has: not prowded for uBT taxin these fi nancial statements :

At December 31 2018 management has determined that the Company had no uncertain tax positions that 'would
require financial statement recognition. This determination will always be subject to ongoing reevaluation as facts and

cwcumstances may require.

Use of Est/mates;'

Thevprepafation of tinancial statements. in oonformity with GAAP requires management to make estimates and
. -assumptions that affect the reported amounts of assets and fliabilities at the date of the financial statements and the
~reported amounts of revenues and expenses during the reporting period.. Actual results could differ from those
" estimates. ,

Recent Accountmg Pronouncements

‘In-February 2016, the FASB lssued ASU No. 2016-02, “Leases (Topic 842).” This ASU requires that for leases
- longer than one year, a'lessee recognize in the statements of financial condition a right-of-use asset, representing

the right to use the underlylng asset for the lease term, and a lease I|ab|||ty representing the liability to make lease
payments , .



WESTWOOD CAPITAL, LLC

NOTES TO FI_NANCIAL STATEMENTS

»1. Nature of business and summary:of srgnlf' icant accounting policies (continued)

- RecentAccountmg Pronouncements (contlnued)

it also requires that for finance leases, a lessee recognlze mterest expense on the Iease liability, separately from
the amortization of the right-of-use asset in the statements of earnings, while for operating leases, such-amounts: .
should be recognized as a combined expense. It also requires that for qualifying sale-leaseback transactions the -
seller recognize any-gain or loss {based on the estimated fair value of the asset at the time of sale) when control of -
the asset is transferred instead of amortizing it over the lease period. In addltlon this ASU requnres expanded‘
disclosures. about the nature and terms of Iease agreements

- - The Company has a month-to month sublease agreement (“Sublease”) with its Parent for office facnlmes As thls is:
" a-Short-Term Lease as defined by Leases (Topic 842), the Company is exempt from recognizing the Sublease in-
the statements of financial condltlon as a right-of-use asset.

2. Revenue from‘contractsmth customers Investment Banking Revenues

Advisory Fees

‘The Company provndes fi nanmal and advrsory 'services on mergers and acquisitions (M&A). Revenue for advusory
arrangements is recognized over the time in which the performance obligations are simultaneously provided by the
Company-and consumed by the customer, which is generally monthly and is based on a fee schedule. In some

circumstances, significant judgment is needed to determine the timing and measure of progress appropnate for. ..
revenue recogmtlon under a specific contract.

Success_ fees

The Company earns revenue by way of transaction success fees that are recognized at the point in. time that

performance 'under-the arrangement is completed. The Company has determined-that this date is the appropriate - o

point in time to recognize revenue for success fees as the performance obligation has been satisfied; there are no
significant actions which the Company needs to take subsequent to this date and the purchaser obtains the control
and benefit of the proceeds at that point. Recognizing revenue prior. to closing would be mapproprlate as it
represents contlngent consideration. Payment for revenue is due upon closing.

D/saggregat/on of Revenue

Disaggregation of revenue can be found on the statement of operatlons for the year endlng December 31, 2018 by
type of revenue streams.

' Contract Assets and Liabilities

The Company had no contract assets or liabilities as of January 1 2018 or December 31, 2018.

Slgnn‘“ cant Judgments

" Revenue from contracts W|th customers includes fees from mvestment banking service. The recognition and
* ~measurement of revenue is based on the assessment of individual contract terms. Significant judgment.is required
to determine whether performance obligations are satisfied at a point in time or over time; how to allocate
transaction prices where multiple performance obligations are identified; when to recognize revenue based on the
appropriate measure of the  Company’s progress under the contract; and whether constraints  on variable

consideration should be applied due to uncertain future events.



WESTWOOD CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS

3. Fair value measurements

The Company’s assets recorded at fair value have been categorized based upon a farr value hlerarchy as

© + described i in the Company’s significant accountlng policies in Note 1.

The following table presents information about the Company’s assets measured at fair value as of December 31
2018:

. Quoted Prices . Significant

in Active Other Significant Balance
Markets for . Observable Unobservable as of
Identical Assets Inputs . ‘Inputs December 31,
_ (Level 1) . (Level 2) (Level 3) 2018
Assets (at fair value)
Investment in securities -
Common stock S $ 24471 § - $ - 3 24,471

4. Property and equipment -

Deta‘i'l‘s of property and equipment avt December 31 ,,2018'are as follows

- Furniture and fixtures $ 119,783

". Computers and equipment 205,941
'Leasehold improvements _ 127,235
SRS - 452,959
Less accumulated depreciation , »
+and amortization ' . (445,504)
$ 7455

Depreciation and aniortization expense for the year ended December 31, 2018 was approximately $5,000.’
5. Net capital requirement

The Company, as a member of FINRA, is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule requires

.-the maintenance of minimum: netcapital and that the ratio of aggregate indebtedness to net capital, both as
defined, shall not exceed 15 to 1.and that equity capital may not be' withdrawn if- the resulting net capital ratio
would exceed 10 to 1. At December 31, 2018, the Company’s net capital was approximately $13,000, which was
approximately $8,000 in excess of its minimum requirement of $5,000.



WESTWOOD CAPITAL, LLC

‘NOTES TO FINAN,CIAL STATEMENTS

‘6. Concentrations of ‘credit risk

In the normal course of business, the Company provides credit to its clients in the form of deferring collection of
_certain receivables. These clients are not concentrated in any particular industry  or specific geography. ' The
.Company evaluates the collectability. of its receivables from its clients on a quarterly basis and writes off those
" balances that management deems to be uncollectible.

The Company maintains its cash accounts primarily with a bank located in New York. The total cash balances are
temporarily insured by the Federal Deposit Insurance Company (“FDIC”) up to $250,000 per bank. The Company
* has cash balances on deposit at December 31, 2018 below the minimum FDIC coverage.

For the year ended December 31, 2018, one customer accounted for 99% of revenue.

7. Exemption from Rule 15¢3-3

- The Company does not hold customers’ cash or securities and, therefore, has no obligations under the Securities
. and Exchange Commission Rule 15¢3-3. ‘

8. Contingencies

“In the normal course of business, the Company has been named as a defendant in a matter. In-December 2018

. the Panel in the matter issued a partial final award (“Partial Award”) outlaying, among other things, that Westwood
Capital, LLC was liable to Claimant and shall pay to Claimant the sum of Two Hundred Thirty-Four Thousand Five
Hundred Dollars. ($234,500), without interest, on this claim..* The Partial Award is subject to a completed Final
Award by the Panel.: The parties to the matter have requested clarification of the Partial Award.  As the completed
Final. Award .is pending, management believes there is no certainty as to the final awarded amount having any
material adverse effect on the financial condition or resuits of operations or cash flows of the Company. In
connection with the Partial Award, the Parent has agreed to absorb the liability and forgive it as a capital
contribution in the amount of $234,500. The Parent has committed to provide additional capital in the form of
equity contributions to the Company for at least one year from the release of these financial statements, if deemed

- necessary, to absorb any cash flow shortages that the Company may sustain from this matter. '

9. Related party traﬁsactions

The Company has a month-to-month sublease agreement W|th its Parent for office faCIlltleS The monthly rent in
2018 was -approximately $6,700 per month. Rent expense for the year ended December 31, 2018 was
approximately $81, 000 ,

The Company has a service agreement with a related party, an entity whose management mirrors the Company’s
principal managers; to provide business advisory services to institutional clients of the affiliate included -but not
limited to (i) the development, structuring, advisory and/or administrative services of certain private equity funds
and, (i) provide additional personnel for litigation support engagements and other domestic and international
advisory services. For the year ended December 31, 2018 there were no revenues associated with this
agreement.

The Company has & service agreement with a related party which states that the Company will be reimbursed for

_salaries paid to certain individuals on behalf of the related party. For the year ended December 31, 2018, there
were no payments made on behalf of the related party and the related receivables were forgiven and charged
through equity as distributions. For the year ended December 31, 2018, $234,500 incurred by the Company under
the service agreement was absorbed and forgiven as contributed as equity capital under this agreement.



