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ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.) FIRM L.D. NO.
10145 PACIFIC HEIGHTS BOULEVARD, SUITE 1010

(No. and Street)
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B. ACCOUNTANT IDENTIFICATION

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

BAGELL, JOSEPHS, LEVINE & COMPANY, LLC.
(Name - if individual, state last, firsi, middle name)

200 HADDONFIELD BERLIN RD STE 402 GIBBSBORO N} 08026
(Address) (City) ' (State) {Zip Code)
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X Certified Public Accountant
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O Public Accountant APR 04 2007
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OATH OR AFFIRMATION

1, KATHLEEN SHAVE , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
ASHTON CAPITAL MANAGEMENT, INC. , 85

of DECEMBER 31 ! ;2006 , are true and correct. 1 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:

1gnature

/A%észwr o1

" Notary Public

This report ** contains (check all applicable boxes):

X (a) Facing Page.

(b) Statement of Financial Condition.

& (c) Statement of Income {Loss). '

Bd" (d) Statement of Changes in Financial Condition.

B4 (e) Statement of Changes in Stockholders’' Equity or Partners' or Sole Proprictors' Capital.

O (D) Statement of Changes in Liabilities Subordinated to Claims of Creditors,

&g (g) Computation of Net Capital,

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

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

M (i) A Reconiliation. including aporopriate explanation of the Computation of Net Caital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,

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

X (1) An Oath or Affirmation.

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

O (n) A report describing 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 thisfiling, see section 240.17a-5(e)(3).
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BAGELL, JOSEPHS, LEVINE & COMPAN Y, L.L.C.
Certified Public Accountants

High Ridge Commons
Suites 400-403
200 Haddonfield Berlin Road
Gibbsboro, New Jersey 08026
(856) 346-2828 Fax (856) 346-2882

INDEPENDENT AUDITORS’ REPORT

To the Board of Directors of -
Ashton Capital Management, Inc.
San Diego, California

We have audited the accompanying statement of financial condition of Ashton Capital Management, Inc.
as of December 31, 2006 and the related statements of income, changes in stockholder’s equity and cash
flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Ashton Capital Management, Inc. as of December 31, 2006 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.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as
a whole. The information contained in the supplemental schedule listed in the accompanying index is
presented for the purposes of additional analysis and is not a required part of the basic financial
statements, but is supplemental information required by Rule 17 a-5 under the Securities Exchange Act of
1934. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

BAGELL, JOSEPHS, LEVINE 3 COMPANY, LLC.

BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants
Gibbsboro, New Jersey

February 23, 2007

MEMBER OF: AMERICAN INSTITUE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA)
CENTER FOR PUBLIC COMPANY AUDIT FIRMS (CPCAF)
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
FLORIDA STATE BOARD OF ACCOUNTANCY




ASHTON CAPITAL MANAGEMENT, INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBER 31, 2006

ASSETS

ASSETS
Cash
Commissions receivable
Due from broker
Deferred income tax asset
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY
LIABILITIES :
Accounts payable and accrued expenses

Total liabilities

COMMITMENTS AND CONTINGENCY -

STOCKHOLDER'S EQUITY
Common stock, no stated value - 100,000 shares authorized;
1,000 shares issued and outstanding
Additional paid-in capital
Accumulated deficit

Total stockholder's equity

TOTAL LIABILITIES AND STOCKHOLDER'S EQUITY

The accompanying notes are an integral part of these financial statements.
-4-

$ 33218
3,595
21,772
22,200

53,300

$ 134,085

$ 29,616

29,616

6,000
184,300

(85,831)

104,469

$ 134,085




ASHTON CAPITAL MANAGEMENT, INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2006

REVENUE
Commissions $ 444,023
Due Diligence/Marketing 40,003
Interest income 827
TOTAL REVENUES 484,853

EXPENSES
Commissions 390,635
Clearing and related costs 505
Employee Compensation 425
- Insurance 679
Rent . 6,000
Professional fees 41,563
Registration & Licenses - 1,813
Other 6,295
TOTAL EXPENSES 447915
NET INCOME BEFORE PROVISION FOR INCOME TAXES $ 36,938

PROVISION FOR INCOME TAXES -

NET INCOME $ 36,938

The accompanying notes are an integral part of these financial statements.
-5-



-9

"SjuawWale)s jeroueur) asay) Jo Wed jeidajul ue are sajou SulAuedwosoe ay |

6ov'vo1 ¢ (1€868) § 00€£'¥81 § 0009 $ 000°1 9007 ‘1€ 12quiada(] ‘sduejeg
8£6°9¢€ 8€6°9¢€ - - - swoou] JaN
000°0T 000°0T SUCTINGLIIUO0D S JIP|OYNO0IS
s’y § (69L'TD § 00£'¥91 $ 0009 ¢ 000°1 900 ‘T A1enuer ‘durieg
Amby ITRITET| fenden junowy saleqs
S JApPIoYNI0)S  PIAEINWNIIY uj-pred 903§ uowmwo))
[e10L |euonIppy :

9007 ‘1€ HAAINIADAA AAANT AVIA THL HOA
ALINOA SHAATOHMOOLS NI SIONVHD A0 INTWILV.LS
ONI ‘LNEWAODVNVIA TV.LIdVD NOLHSV




ASHTON CAPITAL MANAGEMENT, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 36,938
Adjustments to reconcile net income to net cash
provided by operating activities:
Changes in assets and liabilities:
Commissions receivable (827)
Due from broker 2,952
Accounts payable 17,465
Total adjustments 19,590
Net cash provided by operating activities 56,528
CASH FLOWS FROM INVESTING ACTIVITIES
Due from stockholder (50,000)
Net cash (used by) investing activities (50,000)
CASH FLOWS FROM FINANCING ACTIVITIES
Stockholder's contribution 20,000
Net cash provided by financing activities 20,000
NET INCREASE IN CASH 26,528
CASH - BEGINNING OF YEAR ’ 6,690
CASH - END OF YEAR $ 33,218

The accompanying notes are an integral part of these financial statements,

-7-




NOTE 1.

ASHTON CAPITAL MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

BUSINESS

Ashton Capital Management, Inc. (“Company”) is a California corporation; incorporated
November 30, 1999, registered as a broker/dealer under the Securities and Exchange Act of 1934
and is a member of the National Association of Securities Dealers, Inc. (INASD).

The Company has an agreement (“Agreement”) with a clearing broker (“Broker”) to clear

securities transactions, carry customers’ accounts on a fully disclosed basis and perform certain
recordkeeping functions. Accordingly, the Company operates under the exemptive provisions of
the Securities and Exchange Commission (“SEC”) Rule 15¢3-3(k)(2)(1i).

SECURITIES TRANSACTIONS

Securities transactions and related commission revenues and expenses are recorded on a trade
date basis. Securities listed on a national exchange are valued at the last sales price on the date of
valuation. Securities not listed on a national exchange are valued at the last sales price on the
date of valuation or, if such price is not available, at the bid price for securities owned and the
ask price for securities sold but not yet purchased at the close of business.

INCOME TAXES

Income taxes are provided in accordance with Statement of Financial Accounting Standards No.
109, “Accounting for Income Taxes,” whereby deferred income tax assets and liabilities result
from temporary differences. Temporary differences are differences between the tax bases of
assets and liabilities and their reported amounts in the financial statements that will result in
taxable or deductible amounts in future years.

USE OF ESTIMATES

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make 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 the reported amounts of revenues and expenses during
the reporting period. Actual results could differ from those estimates.




NOTE 1.

NOTE 2.

NOTE 3.

ASHTON CAPITAL MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2006

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

CASH AND CASH EQUIVALENTS

The Company considers all highly liquid debt instruments and other short-term investments with
an initial maturity of three months or less to be cash equivalents.

The Company maintains cash and cash equivalent balances at financial institutions, which are

insured: by the Federal Deposit Insurance Corporation or Securities Investor Protection
Corporation up to $100,000.

CLEARING AGREEMENT

In accordance with the Agreement, all of the Company’s property held by the Broker including,
but not limited to, securities, deposits, monies and receivables are used as collateral to secure the
Company’s liabilities and obligations to the Broker.

The Company typically maintains, as collateral against losses due to potential nonperformance
by its customers, deposits to cover its inventory and outstanding customer positions. The
Company has restricted $20,000 of its cash per the clearing agreement with RBC Dain Rauscher.
(See Note 5) :

REGULATORY NET CAPITAL REQUIREMENTS

The Company is subject to the SEC’s Uniform Net Capital Rule, which requires the maintenance
of minimum regulatory net capital and requires that the ratio of aggregate indebtedness to
regulatory net capital, both as defined, shall not exceed 15 to 1. As of December 31, 2006, the
Company has regulatory net capital of $28,969 and a minimum regulatory net capital
requirement of $5,000.

Under the provisions of Rule 15¢3-3, the Company is not required to segregate funds in a special
reserve account for the exclusive benefit of customers and, is not subject to certain other
requirements of the Consumer Protection Rule.




NOTE 4.

NOTE 5.

NOTE 6.

NOTE 7.

ASHTON CAPITAL MANAGEMENT, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
DECEMBER 31, 2006

RELATED PARTIES

The Company’s activities are conducted at a facility of a related company. The Company has
not been charged for the use of the facility. The stockholder took an advance of $50,000 that has
no specific payment terms.

DUE FROM BROKER

Accounts receivable from the clearing organization represent the net amount relating to
commissions/trading income (loss) less clearing costs. As of December 31, 2006 the balance
owed by the clearing organization was $21,772. The Company has not established an allowance
as it anticipates collection of the entire receivable. '

INCOME TAXES

The Company has a net income of $36,937 and prior year net operating losses of approximately
$115,000 that are available for up to twenty years to offset future taxable income. The tax benefit
of these losses is shown as a deferred income tax asset in the financial statements.

ACCOUNTS PAYABLE

The accounts payable are comprised of outstanding expenses and accrued commissions due as of

December 31, 2006.

COMMITMENTS

CUSTOMER TRANSACTIONS

In the normal course of business, the Company executes, as agent, securities transactions on
behalf of its customers. If the agency transactions do not settle because of failure to perform by
either the customer or the counter party, the Company may be obligated to discharge the
obligation of the nonperforming party and, as a result, is subject to market risk if the market
value of the securities is different from the contract amount of the transactions.

The Company does not anticipate nonperformance by customers or counter parties in the above
situations. The Company’s policy is to monitor its market exposure and counter party risk. In
addition, the Company has a policy of reviewing, as considered necessary, the credit standing of
each counter party and customer with which it conducts business.

-10-
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ASHTON CAPITAL MANAGEMENT, INC.
COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1
AND STATEMENT PURSUANT TO RULE 17a-5(d)(4) OF THE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

COMPUTATION OF NET CAPITAL PURSUANT TO RULE 15¢3-1

Computation of Net Capital
Total stockholder's equity from statement of financial condition $ 104,469

Less: Non-allowable assets '
Stockholder Loans $ 50,000

Deferred income tax asset 22,200
Other 3,300
Total non-allowable assets 75,500
NET CAPITAL - $ 28,969
Computation of Basic Net Capital Requirement
Minimum net capital required, 6-2/3% of $29,616 pursuant to Rule 15¢3-1 $ 1974
Minimum dollar per capital requirements of reporting broker/dealer $ 5,000
Minimum net capital requirements of reporting broker/dealer $ 5,000
EXCESS NET CAPITAL $ 23,969
Computation of Aggregate Indebtedness
Accounts payable $ 29616
Percentage of aggregate indebtedness to net capital 102.24%

Statement Pursuant to Rule 17a-5(d)(4)
A reconciliation with the Company's computation of net capital as reported in the unaudited

Part IIA of Form X-17A-5 was not prepared as there are no material differences
between the company's computation of net capital and the computation contained herein.

-11-




BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants

High Ridge Commons
200 Haddonfield Berlin Road

Gibbsboro, New Jersey 08026
(856) 346-2828 Fax (856) 346-2882

REPORT ON INTERNAL CONTROL

Board of Directors
Ashton Capital Management, Inc,

In planning and performing our audit of the financial statements and supplemental schedules of Ashton
Capital Management, Inc. for the year ended December 31, 2006 we considered its internal control
structure, including control activities for safeguarding securities, in order to determine our auditing
procedures for the purpose of expressing our opinion on the financial statements and not to provide
assurance on the internal control structure.

Also, as required by Rule 17a-5 (g) (1) of the Securities and Exchange Commission, we have made a
study of the practices and procedures followed by the Company that we considered relevant to the
objectives stated in Rule 17a-5 (g) (1) in making the periodic computation of aggregate indebtedness and
net capital under Rule 17a-3 (a) (11) and the procedures for determining compliance with exemptive
provisions of Rule 15¢3-3. We did not review practices and procedures followed by the Company in
making the quarterly securities examinations, counts, verifications and comparisons, and the recordation
of differences required by Rule 17a-13 or in compliance with the requirements for prompt payment of
securities under section 8 of Regulation T of the Board of Governors of the Federal Reserve System,
because the Company does not carry security accounts for customers or perform custodial functions
relating to customer securities.

The management of the Company is responsible for establishing and maintaining an internal control
structure 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 internal control structure policies and procedures and of the practices and procedures
referred to in the preceding paragraph and to assess whether those practices and procedures can be
expected to achieve the Commission’s above-mentioned objectives. Two of the objectives of an internal
control structure and the 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 properly to permit preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America. Rule 17a-5 (g) lists additional
objectives of the practices and procedures listed in the preceding paragraph.




Because of inherent limitations in any internal control structures or the practices and procedures referred
to above, errors or irregularities may occur and may not be detected. Also, protection of any evaluation
of them to future periods is subject to the risk that they may become inadequate because of changes in
conditions or that the effectiveness of their design and operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in the
internal control structure that might be material weakness under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which the design or
operation of the specific internal control structure elements does not reduce to a relatively low level the
risk that errors or irregularities in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the normal course
of performing their assigned functions. However, we noted no matters involving the internal control
structure, including procedures for safeguarding securities that we consider to be material weakness as
defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adequate for its purpose in accordance
with Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do
not accomplish such objectives in all materials respects indicate a material inadequacy for such
purposes. Based on this understanding and on our study, we believe that the Company’s practices and
procedures were adequate at December 31, 2006 to meet the Commission’s objectives.

This report is intended solely for the use of management, the Securities and Exchange Commission and
other regulatory agencies, which rely on Rule 17a-5 (g) under the Securities Exchange Act of 1934 and
should not be used by anyone other than these specified parties.

BAGELL, JOSEPHS, LEVINE & COMPANY, LLC.

BAGELL, JOSEPHS, LEVINE & COMPANY, L.L.C.
Certified Public Accountants
Gibbsboro, New Jersey

February 23, 2007

MEMBER OF: AMERICAN INSTITUE OF CERTIFIED PUBLIC ACCOUNTANTS (AICPA)
CENTER FOR PUBLIC COMPANY AUDIT FIRMS (CPCAF}
NEW JERSEY SOCIETY OF CERTIFIED PUBLIC ACCOUNTANTS
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
FLORIDA STATE BOARD OF ACCOUNTANCY




ASHTON CAPITAL MANAGEMENT, INC.

SCHEDULE 11 - COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS

AND INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

UNDER RULE 15¢-3-3 OF THE SECURITIES AND EXCHANGE COMMISSION

DECEMBER 31, 2006

COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS:

The Company operates under the exemptive provisions of paragraph (k)(2)(ii) of SEC Rule 15¢3-3. The
Company has no customers.

INFORMATION RELATING TO POSSESSION OR CONTROL REQUIREMENTS

The Company has complied with the exemptive requirements of SEC Rule 15¢3-3 and did not maintain
possession or control of any customer funds or securities as of December 31, 2006.

END
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