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OATH OR AFFIRMATION

1, Lynnwood Jen ' , swear (or affirm) that, to the best of my
knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Ace Diversified Capital, Inc. , 88
of July 31 20 13 , are true and correct, I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
NONE

\ f\)\)“:r{'n} (\/(7/1 Lynnwood Jen

\} S1gnatun,

President
Title

AT WD W W W W W WA AW W W

MARGARET GHiU
Commission # 1868543
Netary Public - California
/ Los Angeles County

My Gomm. Expires Oct 18, 2013

.

ﬁotaly Public—

LYNNyupmg

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

(a) Facing Page.

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition,

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

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

(g) Computation of Net Capital.

{b) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

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

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

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

(1) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

() Areport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OB B B T B T 6T

&
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*sFor conditions of confidential ireatment of certain portions of this filing, see section 240.17a-5(e)(3).
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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 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 financial 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 financial 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 financial 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
dealers, and is not intended to be and should not be used by anyone other than these specified parties.

Brian W. léé; %

Certified Public Accountant
Tarzana, California
August 30, 2013



ACE DIVERSIFIED CAPITAL, INC.

Statement of Financial Condition
For the year ended July 31, 2013

ASSETS

Cash
Accounts receivable
Deposits with clearing organizations
Furniture and equipment
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 of these financial statements

$ 16,295
90,436
50,181

20,013
8,876

$ 185801

$ 3,357
30,000

33,357

55,000
376,650
(279,206)

152,444

$ 185801




ACE DIVERSIFIED CAPITAL, INC.

Statement of Income
For the year ended July 31, 2013

REVENUES:
Commi ssions $ 505,528
Interest 7,925
Other 3,600
Total income 517,053
EXPENSES:
Clearing fees 91,762
Commissions 318,994
Professional fees 20,350
Rent 30,101
Other operating expenses 46,980
Total expenses 508,187
NET INCOME BEFORE INCOME TAXES 8,866
INCOME TAX EXPENSE (Note 2) (800)
NET INCOME $8,066

The accompanying notes are an integral part of these financial statements



ACE DIVERSIFIED CAPITAL, INC.

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

Additional Total
Common Paid-In Accumulated  Stockholders'
Stock Capital Deficit Equity
Beginning balance August 1, 2012 $55,000 $376,650 ($287,272) $144378
Net income 8,066 8,066
Ending balance July 31,2013 $55,000 $376,650 ($279,206) $152,444

The accompanying notes are an integral part of these financial statements



ACE DIVERSIFIED CAPITAL, INC.

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

CASHFLOWS FROM OPERATING 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 payable
Commussion payable
Total adjustments
Net cash used in operating activities
Deccrease in cash
Cash atbeginning of year
Cash atend of year

Supplemental cash flow disclosures

Interest
Income taxes

The accompanying notes are an integral part of these financial statements

$

$8,006

(13,995)
(3,000)
(778)

(1L,794)
9,000

(10,567)

(2501)

(2501)

18,7%

16,295

$800



. . 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 DIVERSIFIED CAPITAL, INC.

‘ Notes to Financial Statements
o July 31, 2013

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

FASB 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 FASB 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:

Level 1 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 Level 1) that are observable for the asset or liability,
either directly or indirectly.

Level 3 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 15¢3-1) 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 of Net Capital
Schedule I
July 31, 2013

Focus 07/2013  Audit 07/2013  Change

Stockholders' equity, July 31,2013 $152444  $152,444 $0

Subtract - Non allowable assets:

Accounts receivable 56,173 56,173 0
Deferred tax asset 20,013 20,013
Other assets 8,876 8,876 0
Tentative net capital 67,382 67,382 0
Haircuts: 0 0
NET CAPITAL 67,382 67,382 0
Mininum net capital 5,000 5,000
Excess net capital 62,382 62,382 0
Aggregate indebtedness 33,357 33,357 0
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



ACE DIVERSIFIED CAPITAL, INC.
July 31, 2013

Schedule Il
Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Fxchange Commission

The Company is exenpt friom the Reserve Requirement of computation
according to the provision of Rule 15¢3-3(K)(2)(i).

Schedule T
Information Relating to Possession or Control
Requirements Under Rule 15¢3-3

The Company is exempt from the Rule 15¢3-3 as it relates to Possession and Control
requirements under the (k)(2)(ii) exenptive provision

The accompanying notes are an integral part of these financial statements
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SECURITIES IN'ESTOR PROTECTION CORPORATION

« SIPC-7 P.0. Box +2185 g\foaésiggn?_léxgéo&c‘ 20090-2185 SIPG-7
Genelnl Assessment Reconciliation (33-REV 7/10)

{33-REV 7/10) '
For the fi::al year ended 2 | oy %
{lead carsfully the inst 1stions In your Working 052*; belore completing Lhis Form)

TO IVE FILED BY AL. SIPC MEMBERS WITH FISCAL YEAR ENDINGS

<, Name of Member, address, Jssignaled Exarinl ; Authority, 1934 Act registraticn no. and month in which fiscal year ends for
purposes of the audit requiren ent of SEG Rule 17:-% -

Nola: If any of ihe information shown on the

8-049555 FPINRE L 7/8/1997 mailing label requires correelion, please e-mail
ACE DIVERSIFIED CAPITAL INC any corrections to form@sinc.org and se
923 EAST VALLEY BLVD 871 213 indicale on the form filed.

82N GABRIEL, CA 91776 :
Name and {elephone number ol person {o

contact respecting this form.

2, A. Generzl Assessment {item 28 from page 21 $ p'?t# -
; | ' é T
B. Less payment made with $IPC-B filed (excluth interest) { 366 <
Date Pald
C. Less prior overpaymeni applied : { &
D. Assessment balance die or (overpayment; -
E. Interest compuled on lcts payment (see ins. tuction E} for_____ days at 20% per annum &
F. Total assessment balance and interest dus or overpaymant carried lorward] $ ,("07 S”‘rz‘
G. PAID WITH THIS FORM:

Total {must be same as ¥ above)

Check enclosed, payable to S8IPC
s_ SV /. &

H. Overpayment carrigd forward Y - A )

3. Subsigiarias (5) and predetessors [P} included .n this form {give name and 1834 Act regisiraiion rumber:

The SIPC member submilling this form and the

person by whom it is executed represent thereby /ﬂﬁé ?( \/?kgv'},w 097’7;“?’% ,@QC

that all information sonlained herein is lrue, corre - =t
iNarme of Gorporazion, Padnarshio or kot organizatier)

and complete.
S i e o
arized Signaluce
Daled the :]é day of M-QRS‘T , 20_1._?,_. [?FQ%:O?A}T
; l (Tl

This form and the assessment payment is due 1 1} days after the end of the liscal year, Retain the Working Copy of this form
for a period of not fess than & years, the lates: ! years in an ¢asily accessible place.

€= Dates

= Postmarked Received Reviewed

48

= Caloulations ’ Documemtation .. Forward Gopy
e

&3 Sxcoptione:

.

e Disposition of exceptions:
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; ' DETERMINAT. 1N OF “SIPC NET OPERATING REVENUES”
«ND GENERAL ASSESSMENT

Amounis for the liscal pericd
beginning @; . 20{2~-
and ending Shat ,;( ; 20_,_3’
Eliminate cents
Item No. e
2a, Total revenye (FOCUS Line 12/Part 1A Line 9, Cc 2 4030) N 7, °53

2h. Additions;
(1) Tolel revenues trom tha securitles busings of subsidianes {except foreign subsidiaries) and

predecessors nat inciuded above. . =
{2) Net loss from princisal transactions In sep, iss ip trading accounts. 2 K'
{d) Net loss om principal transaclens in cem 1adities in trading aceounis, -
[4) Interest and cividend expense deducted in stermlairg ftem 2a. -
{8) Nel loss from management of or participaliz® in the underwriting or distribution ¢of securities. bl

{6) Expenses aiher *han adveclising, printing, * isiration ees and tagal legs deducied in datermining net

«
rofit frem nanageren: of or participation - underwriting or distribution of securities.
{7) Net loss fror securities In investment accal | 3s. _ =
Tolzl edditions ’ hatl
2c. Deduetions:
i1) Revenuss irom the d'slribt'on of shates of | registered apen ead invesiment company or unit
inves:ment trust, {rom the sale of variable  inuities, fram the businass of insurance, frem investment :
atvisory services renc'ered 0 registored in, istment compaales o insurance compeny separale q 0[
eccounis, and from Iznsactions in securily utures pfoducis, ’ 7 21
{2) Revenues from commadity transactions. -

{3) Commissicns, foor b-ckarage and ¢'sarance paid to other SIPC members in connaction with

securities rensactions, ' >y 762

() Reimbu:sements for £0s1aga in connectior + *h proxy solicitation,

15) Net gain from securiliss in investment accor 5.

{8) 100% of commissions aad markups earned §* -7 Yransactions in i) cerlificates of depasit and
{if} Treasury bills, baakers acceptances or ¢ nmarclal paper {hat mature nine months or lass -
fram issuarce date.

(7} Dirac: expenses of prinling adverlising and 't  al fees incurred in connection with aiher revenye '
related to the securities busiaess {revenue i 1fined by Section 16{9){L) of the Act),

{8} Other revenue not relalsd either directly or i* :irecily o the securities business.

{Ses lastrieticn CJ:
N
2 bt [ DC E Vhes

{Deduslions in excess of $160,009 require Iacumentation)

{9) (i} Total inferest and dividerc expense {FOG. 4 Line 22/PART 1IA Line 13,
Gode 4075 plus ling 20(4) above) but not - excess

of total interest anil dividend incoma. 5 &
{ii} 40% of margin inte-es gara_ned on cusmm«é 3 secu-ities &
accounts (40% of FCCUS line 5, Code 391 ;). $
Enter the greater of ine (i} or (i) ‘ £
Tolal deduclions { é?; ,ﬁg /
2d. SIPC Met f}pé:a:‘ng Revanues 3 2 {{’? , .'5767
2¢. Genoral Assessment @ .G:éﬁ $ _&1‘7" tl

(to page 1, /ine 2,A.>

12



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 of Directors
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 parties 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
mtended be and should not be used by anyone other than these specified parties.

BrlanW Anson

Certified Public Accountant
Tarzana, California
August 30, 2013
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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

REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTANT ON

INTERNAL CONTROL STRUCTURE
REQUIRED BY SEC RULE 17A-5

Board of Directors
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)(1) of the 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)(1) in making the periodic
computations of aggregate indebtedness (or aggregate debits) and net capital under Rule 17a-
3(a)(11) and for determining compliance with the exemptive provisions of Rule 15¢3-3. 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 17a-13, or (iii) in
complying with the requirements for prompt payment for securities of Section 8 of Regulation T
of the Board of Governors of the 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.

14



Board of Directors
Ace Diversified Capital, Inc.
Page Two

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 15¢3-3, 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.

Brian W. Anson

Certified Public Accountant
Tarzana, California

August 30, 2013
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