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OATIt OR AFFIRMATION

1, David Prunier_ swear(or affirm) that. to the best of►rny knowledge and beliefthe acct}mpanyi€ng
financial statement and supporting schedules pertaining to the firm of_Watts Caaital i_.i_C

as of ()ecenrber31 . 20 16, 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 ofa CtISt011ler, except as finllmvs:

Signature

CFO'F1NOP

--Wba -0-4
Notary Public ANNA CROCE

Notary Public - State of New York
1-his report ** contains (check all applicable boxes): NO. 01CR6171884

0(a) Facing Page. Qualified in ulster County 
r

My Commission Expires '
X (b) Statement of' Financial Condition.

X(c) Statement of' Income (Loss).

X(d) Statement of Changes in Financial Condition.

X(e) Statement of` Changes in Stockholders Equity cif Partners or Sole Proprietors Capital,

0(f) Statement ot'Changes in Liabilities Subordinated to Claims of Creditors.

X(g) Computation of'Net Capital (including reconciliation of'X-17A-5 Part 11 filingwith this Rule 17a-5(d)1-epor1,if
applicable).

(h) Computation for I)eterntination of Reserve Regt►irerrtents Pursuant to Rule 15c3-3.

X(i) Information Relating to the Possession or Control Requirements Under Rule 156-3.

X(j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 156-3 and
the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 150-3.

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

X( I ) An Oath or Affirmation.

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

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

X(o) Independent Auditors' Report on Internal Accounting Control

**For condifioirs of,coltJidential tr'caignent gfcerlain porliolm ()l lins filing. seesectirml 240. 17a-5(e)(3
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Report of Independent. Registered Pudic Accounting Firm

The Board of Directors of
Watts Capital, i.,. X

We have audited the accompanying statement of financial condition of Watts Capital, LL.C; (the.
"Company") as of December 31. 2016, and the related statements of operations, changes in
shareholder's equity, and cash allows for the year then ended that YOU are filing pursuant to Rule. I7a-5
under the Securities Act of 1934.. These financial statements are the responsibility of die Company's
naana,,ement. 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), Tlaose standards rewire that we plan and perfiornr the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. Our audit included
consideration of internal control over financial reporting as a basis for designing audit 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
such opinion. An audit includes examining, on a test basis, evidence supporting, the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates
rnade 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 Watts Capital, TLC as of December 31. 2016. 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 information contained in the supplemental schedule listed in the accompanying index has been
subjected to audit procedures performed in conjunction with the audit of the Company's financial
statements. The supplemental information is the responsibility ofthe Company's management. Our audit
procedures included .determining whether the supplemental inf'ornaation reconciles to 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 supplemental information. In
forming our opinion on the supplemental information. we evaluated whether the supplemental
information, including its form and content, is presented in conformity with Rule 17a-5 of the Securities
Exchange Act of 1934. In our opinion; the supplerental information is fairly stated, in all material
respects, in relation to the financial statements as a whole.

Lakewood, Colorado
April I I, 2017



WATTS CAPITAL, I.LLC

STATEMENT OF FLNANCIAL CONDITION
DECEMBER 31, 2016

ASSETS

Cash $ 6,253
Property, nct ofaccuwnulated dcpreciatio n of$1.531 1,019
Other assets 5,738

Total assets $ 13,010

LIABILITIES AND MEMBER EQUITY

LIABILITIES:
Accrued expense $ 82

MEMBER'S EQUITY 12,928

Total liabilities and member equity $ 13,010

3
The accompanying; notes are an integral par( of this statement.



WATTS CAPITAL, LLC
STATEMENT OF OPERATIONS
YEAR ENDED DECEMBER 31, 2016

REVENUE:
Advisory tee income
Other reveim

Total revenue

EXPENSES:
Comnission expense
Protessionalfees
Regulatory fees
Occupancy
Computer and internet expense
General and administrative
Travel and entertairimnt
Other expense
Uflice expense
Depreciation expense

Total expenses

NET LOSS

The accompanying notes are an integral part of this statement.

$ 93,803

476

94,279

66,675
25,610
8,372
7,043
4,859
3,272
1.904

1,660
1,797
520

S (47,433)

4



WATTS CAPITAL, LLC
STATEMENT OF CHANCES IN MEMBER'S EQUITY

YEAR ENDED DECEMBF11 31,2016

BALANCE, December 31, 2015

Net loss

Contributions

BALANCE, December 31, 2016

The accompanying notes are an integral part of'this statement.

49,361

(47,433)

11,()

$ 12,928



WATTS CAPITAL, LLC

STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER X-2016

CASH. FLOWS FROM OPERATING ACTIVITIES:

Net. loss
Adjustments to reconcile net loss to net cash used hi

operating activities:
Decrease in due from affiliate
Decrease in other assets
Property deprecation
Decrease in note receivable

Decrease in accounts payable
Decrease in accrued expenses

Net cash used in operating activities

CASH FLOWS USED IN FINANCING ACTIVITIES:
Contributions by member

NET DECREASE IN CASH

CASH, at beginning of year

CASH, at end ot'year

The accompanying notes are an integral part of this statement.

$ (47.433)

994

5.991
520

21,660

(2,178)
(517)

(20,963)

11.000

(0.963)

16.216

$ 6,253

6



WATTS CAPITAL., LLC

NOTES TO Fi.NANC'.IAL STATFMFNTS

NOTE I - ORGANIZATION

Or2anilation and Rra.vincsS

Watts Capital, LLC. (the "Compan)") is a Delaware Limited Liability Company organized on April 2.
2009. The Company is a broker-dealer registered with the Securities and Exchange Commission and the
Financial Industry Regulatory Authority. inc. Registration with these regulatory bodies occurred on
October 13, 2010. In this capacity the Company participates as a consultant regarding securities
transactions as well as in private placement of capital into various limited partnerships.

NOTE 2 - SLtMAfAR.YOFSIGA7FICANTACCOLfANTING POLICIES

Revenue Recognition

The Company's primary sources of revenue are fees earned from consulting and private placement of
securities. The Company records revenue from its activities over the terms of the related agreement.

Income Taxes

The financial statements do not include a provision for income taxes because the; Company is not a
taxable entity. The. Company's sole member is taxed on the Company,s earnings.

The Company is required to determine whether a tax. position is more likely than not to be sustained
upon examination by the applicable taxing authority, including resolution of any tax related appeals or
litigation processes. based on the technical merits of the position. The Company tiles an income tax
return in the U.S. federal jurisdiction, and may file income tax returns in various U.S. states. The
Company is not subject to income tax return examinations by major taxing authorities for years before
2010. The tax benefit recognized is measured as the largest amount of benefit that has a greater than
fifty percent likelihood of being realized upon ultimate settlement.. De-recognition of a tax benefit
previously recognized results in the Company recording a tax liability that reduces net assets. However.
the Company's conclusions regarding this policy may be subject to review and adjustment at a Later date
based on factors including, but not limited to, on-going analyses of and changes to tax laws, regulations
and interpretations thereof. The Company recognizes interest accrued related to unrecognized tax
benefits and penalties related to unrecognized tax benefits in income taxes payable, if assessed. No
interest expense or penalties have been recognized as of and fbr the year ended December 31, 2016.

Property

The Company provides for depreciation of property on the straight-line method based on estimated lives
of 10 years.

See the accompanying independent auditors' report. 7



WATTS CAPITAL.,, LLC

NOTES TO FINANCIAL STATEMENT'S
(coajinuc )

NOTE 2- SUMMA RYOFSIGNIFICANTACCOZIN.T.ING POLICIES (concluded)

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in
the United 'Mates of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities tit 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.

Crash tint! Caslt Etaaaiva/ents

The Company maintains cash and cash equivalents with financial institutions. Funds deposited with a
single bank are insured up to $250.000 in the aggregate by the Federal Deposit Insurance Corporation
(FDIC.). The Company considers all highly liquid instruments purchased with a maturity date of three
months or less when purchased to be cash equivalents.

Liabilities Suborrtlinaled lo the Claims of'Creditors

As of December 31, /20.16, the Company had not entered into any subordinated loan agreements.

NOTE 3 - NET CAPITAL REQCIREMENTS

Pursuant. to the net capital provisions of Rule 15e3-1 of .the Securities Exchange Act of 1934, the
Company is required to maintain a minirnum net capital, as defined under such provisions. At
December 31. 2016, the Company had net capital and net capital requirements of $6,171 and $5,000.
respectir.ely. The Company's net capital ratio (aggregate indct~tedness to net capital) was 0.01 to 1.
According to Rule 156-1. the Company's net capital ratio shall not exceed 15 to 1.

:NOM 4 - REGULATORY COMPLIANCE

The Company claims exemption under the exemptive provisions of Rule 156-3 under subparagraph (k.)
(2) (i) - the Company has no customers, carries no. accounts and does not otherwise hold funds or
securities.

See the accompanying independent auditors' report,



WATTS CAPITAL, LLC

NOTES TO FINANCIAL STATEMENTS
(concluded)

1VOTE 5 - COMMITMENTS AND CONTINGENCIES

Indemnifications

The Company may provide representations and warranties to counterparties in connection with a variety
of commercial transactions and occasionally indemnifies them against potential losses caused by the
breach of those representations and warranties. These indemnifications generally are standard
contractual terms and are entered into in the normal course of business. The Company maximum
exposure under these arrangements cannot be known; however. the Company expects any risk of loss to
be remote.

NOTE b - SUBSEQUENT REVIEW

The Company has performed an evaluation of subsequent events through the date the financial
statements were issued. The evaluation did not result in any subsequent events that required disclosures
and/or adjustments.

See the accompanying independent auditors' report. 9



SUPPLEMENTAL INFORMATION REQUIRED BY RULE 17a-5 OF THE
SECURITIES EXCHANGE ACT OF 1034

10



SCHEDULEI

COMPUTATION OF NET CAPITAL
UNDER RULE 15c3-1 OF THE SECURITIES EXCHANGE COMMISSION

DECEMBER 31, 2016

CREDIT:
Member equity

DEBITS:
Non-allowable assets:

Due finm affiliate
Other assets

NET CAPITAL

Ntinimum requirements of6-2/3 %ofofaggregate indebtedness of

$82 or $5,000, whichever is greater

Execss net capital

AGGREGATE INDEBTE.,DN ESS-Account payable

RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL

$ 12,928

1.019
5,738

6,171

5,000

$ 1,171

b 82

0.01 to 1

Note: llx;re are no rnaterial differences be tvvicen the above eomputatk)n of nct capital

will, that uichided in the Company's corresponding unaudited Fumi i-17A-5 Part 11 tiling
as of December 31. 20 

See the accompanying independent auditors' exemption review report



SCHEDULE II

D)FTERMINATION OF RESERVE REt1UIREMENTS AND INFORMATION
RELATING TO POSSESSION OR CONTROL REQUIREMENTS

UNDER RULE 156-3 OF THE SECURITIES AND EXCHANGE COMMISSION
(Exemption)

The Company claims exemption under the exemptioe provisions of Rule 15c3-3 under subparagraph (k)
(2) (i) - the Company has no customers, carries no accounts and does not othemise hold funds or
securities.

12
See the accompanying; independent auditors" exemption review report



Independent Auditor's Report on Internal Control

Required by SEC Rule 17.E-5 for a Broker-Dealer Claiming Fxemption from SEC Rule 15e3-3

The Board of Directors of
Watts Capital, LLC

We have reviewed management's statements, included in the accompanying management assertion
statement, in which (1) Watts Capital, LLC (the "Company") identified the following provisions of 17
CY.R. §15c-3(k) under which the Company claimed an exemption from 17 C.F.R. §240.15c3-3 (2)(ii)
(the "exemption provisions") and (2) the Company stated that the Company 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 standards of 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 obiective of which is the expression of an opinion on
management's statements. Accordingly, we do not express such an opinion.

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

I F 55cl,,, Q-A u~

Lakewood, Colorado
April 11. 2017

13



Exemption Report

To Whom It May Concern,

To the best knowledge and belief of Waits Capital, LLC (the 'Company"). the Company claimed
exemption from possession or control requirements of SIC Rule 15c3-3 under subparagraph (k)(2)(ii)
for the fiscal year ended December 31, 2016. This sub paragraph states:

(k) EXEMPTIONS

(2) The provisions of this rule shall not be applicable to a broker or dealer:

(ii) Who, as an introducing broker or dealer, clears al-1 transactions with and for customers on a fully
disclosed basis with a clearing broker or dealer; and who promptly transmits all customer funds
and securities to the clearing broker or dealer which carries all of the accounts of such customers
and maintains and preserves such books and records pertaining thereto pursuant to the
requirements of §§ 240.17a-3 and 240.17a-4 cif this chapter, as are customarily made and kept by
a clearing broker or dealer.

The Company met the identified exemption provisions throughout the most recent fiscal year without
exception.

14



INDEPENDENT ACCOUNTANTS` REPORT ON APPLYING AGREED-UPON
PROCEDURES

The Member of
Watts Capital, LLC

Ladies and Gentlemen:

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 General Assessment Reconciliation (Form SiPC-
7) to the Securities investor Protection Corporation("SIPC") for the year ended December 31, 2016, which were
agreed to by Watts Capital. LLC (the "Company"), the Securities and Exchange Commission, Financial Industry
Regulatory Authority,. Inc. and SIPC, solely to assist you and the other specified parties in evaluating the
Company's compliance with the applicable instructions of the General Assessment Reconciliation(Form SIPC-7).
The Company's management is responsible for the Company's compliance with those requirements. This agreed-
upon procedures engagement was conducted in accordance with attestation standards established by the Public
Company Accounting Oversight Board. 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 ("or which this report has been requested or for any other
purpose. The procedures we performed and our -finding-,  ate as follows:

I. 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 Farm X-17A-5 (FOCUS Report) for the year ended
December 31. 2016, with the amounts reported in Form SIPC-7 for the year ended December 31, 2016

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 accuracy of the calctilations 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.

We were not engaged to, and did not conduct an examination, (lie objective of which would be the expression of
an opinion on compliance. Accordingly. we do not express such an opinion. Had Nve performed additional
procedures, other matters might have come to our attention that would have been 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 and should not be used by anyone other than these specified patties.

C ' t. Vi'''i

Lakewood, Colorado
April 11, 2017
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