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OATH OR AFFIRMATION 

I, swear (or affrrm) that, to the best of my 
knowledge and belief the accompanying fmancial statement and supporting schedules pertaining to the firm of 

___ .=c_ __ , are true correct. swear 
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: 

This report** contains (check all applicable boxes): 
~ (a) Facing Page. 

(b) Statement ofFinancial Condition. 
(c) Statement ofincome (Loss). 

~ (d) Statement of Changes in Financial Condition. 

\ I\~ ~ LynnwoodJen 
\) Signature 

MARGARET CHIU 
Commission# 1868543 
Notary Public- California 

los Angeles County 
My Comm. Expires Oct 18, 2013 

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

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3. 
Information Relating to the Possession or Control Requirements Under Rule 15c3-3. 

(j) A Reconciliation, including appropriate explanation of the Computation ofNet Capital Under Rule 15c3-l and the 
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule l5c3-3. 

[8] (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of 
consolidation. 
An Oath or Affrrmation. 

(m) A copy of the SIPC Supplemental Report. 
D (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 this filing, see section 240.17 a-5 (e) (3). 
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BRI~ W. ANSON 
Certified Public Accountant 
18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 ·Tel. (818) 401-8800 ·Fax (818) 401-8818 

INDEPENDENT AUDITOR'S REPORT 

Board of Directors 
Ace Diversified Capital, Inc. 
San Gabriel, California 

Report on the Financial Statements 

I have audited the accompanying statement of financial condition of Ace Diversified Capital, Inc. as of July 31, 2013 and the related 
statements of income, changes in stockholders' equity, and cash flows for the year then ended that you are filing pursuant to Rule 17a-5 under 
the Securities Exchange Act of 1934, and the related notes to financial statements. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles 
generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to 
the preparation and fair presentation of fmancial statements that are free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit in accordance with auditing 
standards generally accepted in the United States of America. Those standards require that I plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit involves performing procedures to obtain audit 
evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor's judgment, including 
the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the Company's preparation and fair presentation of the financial statements in 
order to design 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. Accordingly, I express no such opinion. An audit also included evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. I believe that the audit evident I have obtained is sufficient and appropriate to 
provide a basis for my opinion. 

Opinion 

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Ace Diversified 
Capital, Inc. as of July 31, 2013 and the results of its operations and cash flows for the year then ended in accordance with accounting 
principles generally accepted in the United States of America. 

Other matter 

My audit was conducted for the purpose of forming an opinion on the financial statements taken as a whole. The information contained on 
Schedules I-IV is presented for purposes of additional analysis and is not a required part of the basic fmancial statements, but is 
supplementary information required by Rule 17a-5 under the Securities and Exchange Act of 1934. Such information is the responsibility of 
management and was derived form and relates directly to the underlying accounting and other records used to prepare t financials statements. 
The information in Schedules I-IV has been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying accounting and other records used to 
prepare the fmancial statements or to the financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In my opinion, the information in Schedules I-IV is fairly stated in all material 
respects in relation to the financial statements as a whole. 

This opinion is intended solely for the information and use of the board of directors, the Securities and Exchange Commission, and other 
regulatory agencies which rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in their regulation of registered brokers and 
deale~ is not intended to be and should not be used by anyone other than these specified parties. 

Bri~/.~ C4f 
Certified Public Accountant 
Tarzana, California 
August 30,2013 
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ACE DIVERSIFIED CAPITAL, INC. 

Statement ofFinancial Condition 
For the year ended July 31, 2013 

Cash 

Accounts receivable 
Deposits with clearing organizations 
Furniture and equipment 

ASSETS 

net of accumulated depreciation of$ 129,260 
Deferred tax asset (Note 2) 
Other assets 

Total assets 

LIABILITIES AND STOCKHOLDERS' EQUITY 

LIABILITIES: 

Accounts payable 
Commissions payable 

Total liabilities 

STOCKHOLDERS' EQUITY 

Common stock, no par value, 1, 000 shares authorized and 
55,000 shares issued and outstanding 

Additional paid -in-capital 
Accumulated deficit 

Total stockholders' equity 

Total liabilities and stockholders' equity 

The accompanying notes are an integral part ofthese financial statements 

$ 

$ 

$ 

$ 

16,295 

90,436 
50,181 

20,013 
8,876 

185,801 

3,357 
30,000 

33,357 

55,000 

376,650 
(279,206) 

152,444 

185,801 
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ACE DIVERSIFIED CAPITAL, INC. 

REVENUES: 

Commissions 
Interest 

Other 

Total income 

EXPENSES: 

Clearing fees 
Commissions 
Professional fees 

Rent 

Other operating expenses 

Statement of fucome 
For the year ended July 31, 2013 

Total expenses 

NET INCOME BEFORE INCOME TAXES 

INCOME TAX EXPENSE (Note 2) 

NET INCOME 

The accompanying notes are an integral part ofthese financial statements 

$ 505,528 
7,925 

3,600 

517,053 

91,762 
318,994 

20,350 

30,101 

46,980 

508,187 

8,866 

(800) 

$8,066 

4 



ACE DIVERSIFIED CAPITAL, INC. 

Statement of Changes in Stockholders' Equity 
For the Year Ended July 31,2013 

Additional 
Common paid-In Accumulated 

Stock Capital Deficit 

Beginning balance August 1, 2012 $55,000 $376,650 ($287 ,272) 

Net income 8,066 
Ending balance July 31,2013 $55,000 $376,650 ($279,206) 

The accompanying notes are an integral part of these financial statements 

Total 
Stockholders' 

Equity 

$144,378 

8,066 
$152,444 
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ACE DIVERSIFIED CAPITAL, INC. 

Statement of Cash Flows 
For the year ended July 31, 2013 

CASHFLOWSFROMOPERATINJ ACTIVITIES: 

Net income 
Adjustment to reconcile net income to net cash 
used in operating activities: 

(Increase) decrease in: 
Accounts receivable 
Deposits with clearing organization 
Other assets 

Increase (decrease) in 
Accounts p1yable 
Commission p1yable 

Total aqjustments 

Net cash used in operating activities 

Deccrease in cash 

Cash at beginning of year 

Cash at end of year 

Supplemental cash flow disclosures 

futerest 
fucome taxes 

The accompanying notes are an integral part of these financial statements 

$ 

$8,066 

(13,995) 
(3,000) 

(778) 

(1,794) 
9,000 

(10,567) 

(2,501) 

(2,501) 

18,796 

16,295 

$0 
$800 
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ACE DIVERSIFIED CAPITAL, INC. 

Notes to Financial Statements 
July 31, 2013 

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization and general matters: 

The Company is a broker-dealer registered with the Securities and Exchange Commission (SEC) and is a member of the 
Financial Industry Regulatory Authority (FINRA). The Company clears its client's cash and margin accounts through another 
broker-dealer on a fully disclosed basis. 

The following, together with disclosures elsewhere in the financial statements, comprise the significant accounting policies used 
in preparing the accompanying financial statements. 

Accounting Method: 

The Company uses the accrual method of accounting to maintain its books, by which revenue is recognized when earned and 
expenses are recognized when accrued. Commission income and expenses are recorded on a trade date basis. 

Depreciation: 

Properties and equipment are carried at cost. Expenditures for maintenance and repairs are charged to expense as incurred 
whereas major additions and betterments are capitalized. Depreciation is provided using the straight-line method over estimated 
useful lives of the assets. 

Use of Estimates 

The preparation of financial statements in conformity with generally accepted accounting principles requires management to 
make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ 
from those estimates. 

Concentrations of Credit Risk: 

The Company is engaged in various trading and brokerage activities in which counter parties primarily include broker-dealers, 
banks, and other financial institutions. In the event counter parties do not fulfil their obligations, the Company may be exposed 
to risk. The risk of default depends on the creditworthiness of the counter party or issuer of the instrument. It is the Company's 
policy to review, as necessary, the credit standing of each counterparty. 

100% of the revenues were generated in the State of California. 

Income taxes are provided for the tax effects of transactions reported in the financial statements and consist of taxes currently 
due plus deferred taxes. Deferred income tax assets and liabilities are computed annually for differences between the financial 
statement and tax basis of assets and liabilities that will result in taxable or deductible amounts in the future based on enacted tax 
laws and rates applicable to the periods in which the differences are expected to affect taxable income. Valuation allowances are 
established when necessary to reduce deferred tax assets to the amount expected to be realized. 

Management has reviewed subsequent events through August 30, 2013. 

The Company is subject to audit by the taxing agencies for years ending July 31, 2010, 2011, and 2012. 

The accompanying notes are an integral part of these financial statements 7 



ACE DNERSIFIED CAPITAL, INC. 

Notes to Financial Statements 
July 31, 2013 

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

F ASB ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a fair value hierarchy which 
prioritized the inputs to valuation techniques. Fair value is the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the measurement date. A fair value measurement assumes that 
the transaction to sell the asset or liability or, in the absence of a principal market, the most advantageous market for the asset or 
liability. Valuation techniques that are consistent with the market, income or cost approach, as specified by F ASB ASC 820 are 
used to measure fair value. 

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into three broad levels: 

Levell inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities the Company has the 
ability to access. 

Level 2 inputs are inputs (other than quoted prices included within Levell) that are observable for the asset or liability, 
either directly or indirectly. 

Leve13 are unobservable inputs for the asset or liability and rely on management's own assumptions about the assumptions that 
market participants would use in pricing the asset or liability. (The unobservable inputs should be developed based on the best 
information available in the circumstances and may include the Company's own data.) 

Note 2: INCOME TAX PROVISION 

The firm has an accumulated net operating loss with an estimated tax benefit of $20,013. The firm is allowed to carry back the 
loss for 5 years and forward for 15 years for Federal purposes only. The firm has elected not to carry back the loss and to realize 
the benefit in future years. 

The Company's income tax expense at July 31, 2013 are as follows: 

State income tax $ 800 

Total income tax expense $ 800 

Note 3: NET CAPITAL REQUIREMENT 

The Company is subject to the uniform net capital rule (SEC Rule 15c3-1) of the Securities and Exchange Commission, which 
requires both the maintenance of minimum net capital and the maintenance of maximum ratio of aggregate indebtedness to net 
capital. At July 31, 2013 the company had a net capital of $67,382 which is $62,382 in excess of the minimum of $5,000 
required and its ratio of aggregate indebtedness to net capital was 0.50 which is less than the 15 to 1 maximum ratio of a broker 
dealer. 

Note 4: COMMITMENTS AND CONTINGENCIES 

The Company is currently leasing office space on a month to month basis. 

The accompanying notes are an integral part of these financial statements 8 



ACE DIVERSIFIED CAPITAL, INC. 

Statement ofNet Capital 
Schedule I 

July 31, 2013 

Focus 07/2013 Audit 07/2013 

Stockholders' equity, July31,2013 $152,444 $152,444 

Subtract- Non allowable assets: 

Accounts receivable 56,173 56,173 
Defernrl tax asset 20,013 20,013 
Other assets 8,876 8,876 

Tentative net capital 67,382 67,382 

Haircuts: 0 0 

NET CAPITAL 67,382 67,382 

Minimum net capital 5,000 5,000 

Excess net capital 62,382 62,382 

Aggregate indebtedness 33,357 33,357 

Ratio of aggregate indebtedness to net capital 0.50 0.50 

There were no noted differences between the audit and focus 
filed at July 31,2013. 

The accompanying notes are an integral part of these financial statements 

Change 

$0 

0 

0 

0 

0 

0 

0 
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ACE DIVERSIFIED CAPITAL, INC . 

July 31,2013 

Schedule II 
Determination of Reserve Require.rrents 

Urrler Rule 15c3-3 of the Securities arrl Fxchange Com:mission 

The C()IIJ)any is exerq:>t fiDm the ReseJ:Ve Requirement of comp.1tation 
acrording to the provision ofRule 15c3-3(kJ(2)(ii). 

Schedule ill 
Infonnation Relating to Possession cr G:mtrol 

Require.rrents Urrler Rule 15c3-3 

The Compmy is exempt from the Rule 15c3-3 as it relates to Pmsession and Control 
require.rrents utrle: the (k)(2)(ii) exenptive provision 

The accompanying notes are an integral part ofthese financial statements 
10 
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•. SIPC-7 

{33·REV 71101 

SECURITIES IN' 'EST OR PROTECTION COHPORATION 
P.O. Box !·21135 Washington, D.C. 20090-2185 

202-371-8300 

Gene! HI Assessment Reconciliation 
For the li; :a I year ended . , 20 ..f_j_ 

(l~!!ad carslt.lly the inst 1:;Uons In y:>ur Wo·ki1Q C y before complelin!Jlhis Form) 

TO liE FILED BV AL. SIPC MEMBERS WITH FISCAl YEAR ENDINGS 

I SiiPC-7 
~EV7/10) 

:. Name nf Member, address, Jssignated Exanini ; Alllhority, 1934 Act registration no. and rnonlh in which fiscal year ends lor 

purposes of the a:Jdit requirerr en! of SEC Rule 17,; ·S.: 

ls-04.9555 FINRA ( :'L 

L 

ACE DI:VERSI E'IED CAPITA/~ INC 

923 EAST VAI,LEY BLVD s:r : 213 

SAN GABRIE::S, CA 91776 

2. A. General Assessment (item 2a from page 21 

B. Less payment made with HI PC-B filed (exclud1 interesl) 

Date Paid 

C. Less prior overpaymenl npplie:d 

D. Assessment balance dl e or (overpayment; 

7/8/1.997 
Note: If any of 1he Information shown on the 
mailing label requires correc1ion, please e·mail 
a~y corrections to fQrm@sipc.org an:i so 
indicate on the form filed. 

Name and telephone number of person to 
contact respecting lhis form. 

_j _____ _ 

$ 2?¥, 
3 66 ~ 

.et 

er 
E. Interest compulerJ on ltte payment (see im. !UCtion E} for _____ days at 20% per annum .ft 

F. Total assessment balauc e and inleres! du'' .:lr overpayment carri£d lorward) 

G. PAID WITH THIS FORt-.1: 
Cr.eck enclosed, payablE! to SIPC 
Total (must be same af F above) 

H. Overpayment carried forward 

$ {-r:>]. ~~ 

3. Subsidiaries (S) and predEH:e:ssors (P) included .n1his form (give name and Hl34 Act registra1ion r.umber): 

-------- -----,-··--------------~-----
------

The SIPC me:nber sub:nit1ln-g tl1is form and the 
person by whom it is exec'JI!HI 1epresent thereby 
thai all information contained h•;rain is !rue, com• :t 
and complete. 

. 20j2,_. 
(Tille) 

Tl1is iorm and. the assessment payment is du.e 1 11 days after the end of the fiscal year. Retain the Working Copy o·f this form 

for a period of not less than 13 years, the latesr: :! years In an easily accessible- place. 

ffi Oates: 
:3: Posimarked Received Reviewed 
IUJI > Calculations __ _ 
t.Lll 

Documentation __ _ Forward COFY ---

l!'l: 
Q 'Cxcoplionc: 
Q.. 
u; Disposition of e:<ceptionn: 

11 



.. 

DETERMINAT. ]N OF uSIPC NET OPERATING REVEINUESu 
:,ND GENERAL ASSESSMENT 

l!em lfo. 
2a. 1o1al reven~e (FOCUS LinE 12/Part IIA Une 9, Cc >: 4G30) 

2b. Addilions: 
{1) Total reven!les fron: !hi> securities buslner of Stibsidiar,es (except fo~eign subsidiaries} and p·edecessors n~t ir.ciuded above. 

(2) Net loss !rom priocilallrar.sacllo~s in se1~. ''!ies ir trading accounls. 

(3) Ne! loss :·om principal transao:lcns in c1:-rr. lodllias in trad:ng accounls. 

f4) lnter&s1 and cividen~ e.<pense deducted in :~1erml11irg Hem 2a. 

(5) Ne! toss from mana~ement of or participalt:: • fnthe underwriting or distribution cf securities. 

(6) Expe11ses olher ~han adve:lising, printing, · ;~islration 1ees and Jagal leas deducted in ae!~>rmining Mt :;roll! !ram nan~ger: en: o' or participation · umlerwriling or distribution of securities. 

{7] Ne1loas fran securities in inveslme.1t aCG·:•IItS. 

ToiEI additions 

2c. Deductions~ 
(1) RevenJBS :rom the d'slribJ!'on of shares of t regislered open end lnvaslmenl company or unil inves::nen! trust, !rom 1he sale ol variable r: 1nui!ias. from lhe businass of insurance, from investment al!visory seMces renc'ered 1o reglsl9red ln. :stmentcampa.1ies or insurance compr;ny separate Eccounls, and from l'cnsactions in securilt utures products. 

[2) Revenues from commndity 1ra1sac1i~ns. 

{3} Commissions, floor lnkerage and c'earant:t! paid to other SIPC members in connection with securiti~s lrEnsactin·,s. 

(L) Reimbu:s~ments for FOSlage in connectior · .. ·h proxy solicitation. 

\5) Net gain from securi!ie > ir1 investment accot :s. 

i6) 100% of commissions Bil:f 11arkups earned f· ·11 transactions in (i) certificates 61 depcsll a.r.d (fi) Treasury bills, ba1l:ers acceptances or ( !lmarcial paper that ma!ure nim~ monlhs or less frnm issuar.ce date. 

(7) Direo; exp£nses of pr1n Hng adverlising and ·, i a I lees i~curred in conl'lection with o!her revenue related to the securilie.l busi.1ess jrevenuen 1rined by Sec!lon16(9)(LJ ollhe Aal}. 
(8; Other revenue not relat~d either directly or i· : irert!y to the securities business. I See 1.1str Jc:icn C): 

{2.,1t'J.J(Jr1.< { p{.,:)ft.,: ·""'-·~·---------(iJedu·~liOijS in excesf: o1 $100,000 requim IJcumeniallon) 

{9) {i) Total interest an~ df\i<lerc expense (FOG. B line 22/PART !lA Line 13, Code 4075 plus line 2b(4) above) hut not · excess 4.. of total interesl and dividend incorna. $~ ____ v ____ _ 
(ii) 40% or margin inte'es: earned on custom•: ; secu'i!ies 

accounts (40% of FCCUS line 5. Code 3!1! :). 

Enter lhG greater of ine (i) or (ii) 

Tolal deductions 

2d. SIPC Net Opera:·ng Revenues 

2e. GMGral Assessment QJ .0:25 

Amounls for tj(e lisca! period 
beginning _f:!t:!d_~. 20J..1c 
and ending ?t.:.:jL, 204 

Ellmlnat·~ cents 

$._-=-~--....;..t..L..Z-r--, __,o ,[""-"-~ --

$==-~3!b;tt69~·=S,=='=!.1}]== 
$ £-7 >: ·=-== 
(!o page 1, ;ine 2.A.;· 
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BRIAN W. ANSON 
• Certified Public Accountant 

18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 ·Tel. (818) 401-8800 ·Fax (818) 401-8818 

Independent Accountant's Report on Applying Agreed- Upon Procedures Related to an Entity's 
SIPC Assessment Reconciliation. 

Board ofDirectors 
Ace Diversified Capital, Inc. 
San Gabriel, CA 

In accordance with Rule 17a-5 (e)(4) under the Securities Exchange Act of 1934, I have performed the 
procedures enumerated below with respect to the accompanying Scheduled of Assessment and Payments 
[Transitional Assessment Reconciliation (Form SIPC-7)] to the Securities Investor Protection Corporation 
(SIPC) for the Year Ended July 31,2013, which were agreed to by Ace Diversified Capital, Inc. and the 
Securities and Exchange Commission, Financial Industry Regulatory Authority, Inc., and SIPC, solely to 
assist you and the other specified pmties in evaluating Ace Diversified Capital, Inc.'s compliance with the 
applicable instructions of the Transitional Assessment Reconciliation (Form SIPC-7). Ace Diversified 
Capital, Inc.'s management is responsible for the Ace Diversified Capital, Inc.'s compliance with those 
requirements. This agreed-upon procedures engagement was conducted in accordance with attestation 
standards established by the American Institute of Certified Public Accountants. The sufficiency of these 
procedures is solely the responsibility of those parties specified in this report. Consequently, I make no 
representation regarding the sufficiency of the procedures described below either for the purpose for which 
this report has been requested or for any other purpose. The procedures I performed and my findings are as 
follows: 

1. Compared the listed assessment payment in Form SIPC-7 with respective cash disbursement records 
entries from the cash disbursements journal and related bank statements and reconciliations, noting no 
differences; 

2. Compared the amounts reported on the audited Form X -17a-5 for the year ended July 31, 2013, as 
applicable with the amounts reported in Form SIPC-7 for the year ended July 31, 2013 noting no differences; 

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers, such 
as clearing firms records supporting securities revenues, noting no differences; 

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related schedules 
and working papers, such as revenues from third party support and bank records supporting the adjustments, 
noting no differences. 

I was not engaged to, and did not conduct an examination, the objective of which would be the expression of 
an opinion on compliance. Accordingly, I do not express such an opinion. Had I performed additional 
procedures, other matters might have come to my 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 

ia.:t~uld ;t be used by anyone other than these specified parties. 

Brian W. Anson -A 
Certified Public Accountant 
Tarzana, California 
August 30, 2013 
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.. BRIAN W. ANSON 

18425 Burbank Blvd., Suite 606, Tarzana, CA 91356 ·Tel. (818) 401-8800 ·Fax (818) 401-8818 

REPORT OF INDEPENDENT REGISTERED 
PUBLIC ACCOUNTANT ON 
INTERNAL CONTROL STRUCTURE 
REQUIRED BY SEC RULE 17 A-5 

Board ofDirectors 
Ace Diversified Capital, Inc. 
San Gabriel, California 

In planning and performing my audit of the financial statements of Ace Diversified Capital, Inc. 
for the year ended July 31, 2013 in accordance with auditing standards generally accepted in the 
United States of America, I considered its internal control structure, including control activities 
for safeguarding securities, in order to determine my auditing procedures for the purpose of 
expressing my opinion on the financial statements and not to provide assurance on the internal 
control structure. Accordingly, I do not express an opinion effectiveness of the Company's 
internal control. 

Also, as required by Rule 17a-5(g)(l) ofthe Securities and Exchange Commission, I have made 
a study of the practices and procedures including tests of such practices and procedures followed 
by Ace Diversified Capital, Inc. including test of compliance with such practices and procedures 
that I considered relevant to objectives stated in Rule 17a-5(g)(l) in making the periodic 
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17 a-
3(a)(ll) and for determining compliance with the exemptive provisions of Rule 15c3-3. Because 
the Company does not carry securities accounts for customers or perform custodial functions 
relating to customer securities, I did not review the practices and procedures followed by the 
Company in any of the following: (i) in making the quarterly securities examinations, counts, 
verifications and comparisons, (ii) recordation of differences required by Rule 17 a-13, or (iii) in 
complying with the requirements for prompt payment for securities of Section 8 of Regulation T 
ofthe Board of Governors ofthe Federal Reserve System. 

The management of the Company is responsible for establishing and maintaining an internal 
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 internal control structure policies and procedures and of the 
practices and procedures referred to in the proceeding 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 internal control 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 generally accepted 
accounting principles. Rule 17-5(g) lists additional objectives of the practices and procedures 
listed in the preceding paragraph. 
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Because of inherent limitations in internal control or the practices and procedures referred to 

above, errors or fraud may occur and not be detected. Also, projection of any evaluation of them 
to future periods is subject to the risk they may become inadequate because of changes in 

conditions or that the effectiveness of their design and operation may deteriorate. 

My consideration of the internal control structure would not necessarily disclose all matters in 
the internal control that might be material weaknesses under standards established by the 
American Institute of Certified Public Accountants and the Public Company Accounting 

Oversight Board (United States). A material weakness is a condition in which the design or 

operation of the specific internal control components does not reduce to a relatively low level the 

risk that error or fraud 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, I noted no matters involving the internal 

control structure, including control activities for safeguarding securities, which I consider to be 

material weaknesses as defined above. 

In addition, my consideration of the internal control structure indicated that the Company was in 

compliance with the conditions of the exemption under Paragraph (k) (2) (ii) of Rule 15c3-3, and 

no facts came to my attention indicating that such conditions had not been complied with during 

the period. The scope of my engagement did not include the Anti Money Laundering provision 
of the U.S. Patriot Act. 

I 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 the Securities Exchange Act of 1934 and related regulations, and that 

practices and procedures that do not accomplish such objectives in all material respects indicate a 

material inadequacy for such purposes. Based on this understanding and on my study, I believe 
that the Company's practices and procedures were adequate at July 31, 2013 to meet the 

Commission's objectives. 

This report is intended solely for the information and use of the board of directors, the Securities 

and Exchange Commission, and other regulatory agencies which rely on Rule 17a-5(g) under the 
Securities Exchange Act of 1934 in their regulation of registered brokers and dealers, and is not 
intended to be and should not be used by anyone other than these specified parties. 

Pt-£A 
Brian W. Anson 
Certified Public Accountant 
Tarzana, California 
August 30, 2013 
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