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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 ACCOUNTING FIRM

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

I have audited the accompanying statement of financial condition of Ace Diversified Capital, Inc, as of July 31,
2014 and the related statements of income, changes in shareholders’ equily, and cash flows for the year then ended.
These financial statements are the responsibility of Ace Diversified Capital, Inc.’s management. My responsibility
is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States), 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 included examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles nsed and significant estimates made by management, as well as evaluating tho overall financial siatement
presentation. Ibelieve that my audit provides a reasonable basis for my opinion,

In my opinion, the financial statements referred to above present fairly, in all natorial respects, the financial position
of Ace Diversified Capital, Inc. as of July 31, 2014 and the results of its operations and cash flows for the year then
ended in accordance with accounting priiciples generally accepted in the United States of America,

The supplemental information for the year ended Tuty 31, 2014 (Schedule I, Computation of Net Capital Under Rule
15¢3-1, Schedule 11, Computation of Determination of Reserve Requirements Under Rule 15¢3-3 (exemption), and
Schedule I, Information for Possession or Control Requirements Under Rule 15¢3-3 (exemplion) has been
subjected to audit procedures performed in conjunction with the audit of Ace Diversified Capital, Inc.’s financial
statements. The supplemental information is the responsibility of Ace Diversified Capital, Inc.’s management. My
audit procedures included determining whether the supplemental information 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 my opinion on supplemental
information, 1 evaluated whether the supplemental information, including the form and content is presented in
conformity with Rule 17a-5 of the Securities Exchange Act of 1934. In my opinion, supplemental information is
faitly 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 members, the Securities and Exchange
Comimission, and other regulatory agencies which rely on Ruls 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 thanthese specified parties.

/
Brén"\ < Anson
Certified Public Accountant
Tarzana, Califoria
September9, 2014




ACE DIVERSIFIED CAPITAL, INC.

Statement of Financial Condition
For the year ended July 31, 2014

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

$ 48,448
103,808
50,076

20,013
6,674

$ 229,019

$ 3,639
41,000

44,639

55,000
376,650
(247,270)

184,380

$ 229,019




ACE DIVERSIFIED CAPITAL, INC.

Statement of Income
For the year ended July 31, 2014

REVENUES:
Commissions $ 727197
Interest 18,676
Other 1,406
Totalincome 747279
EXPENSES:
Clearing fees 109,853
Commissions 515,893
Professional fees 24,100
Rent 24,100
Other operating expenses 40,597
Total expenses 714,543
NET INCOME BEFORE INCOME TAXES 32,736
INCOME TAX EXPENSE (Note 2) (800)
NET INCOME $31,936

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, 2014

Additional Total
Common Paid-In Accumulated  Stockholders'
Stock Capital Deficit Equity
Beginning balance August 1, 2013 $55,000 $376,650 ($279,206) $152,444
Net income 31,936 31,936
Ending balance July 31,2014 $55,000 $376,650 ($247,270) $184,380

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, 2014

CASHFLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustment to reconcile net income to net cash
provided by operating activities:

(Increase) decrease in:
Accounts receivable
Deposits with clearing organization
Other assets
Increase (decrease) in
Accounts payable
Commission payable
Total adjustments
Net cash provided by operating activities
Inccrease in cash
Cash at beginning of year
Cash at end of year

Supplemental cash flow disclosures

Interest
Income taxes

The accompanying notes are an integral part of these financial statements

$

$31,936

(13,372)
105
2,202

282
11,000
217
32,153
32,153
16,295

48,448

$0
$800



ACE DIVERSIFIED CAPITAL, INC.
Notes to Financial Statements
July 31, 2014

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.

Securities transactions are recorded on a trade date basis with the related commission revenues and expenses also recorded on a
trade date basis, including proprietary investment transactions.

Commissions receivable are stated at face amount with no allowance for doubtful accounts. An allowance for doubtful accounts
is not considered necessary because probable uncollectible accounts are immaterial.

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 September 9, 2014.

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



ACE DIVERSIFIED CAPITAL, INC.

Notes to Financial Statements
July 31, 2014

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Under section 6501(a) of the Internal Revenue Code (Tax Code) and section 301.6501(a)-1(a) of the Income Tax Regulations
(Tax Regulations), the IRS is required to assess tax within 3 years after the tax return was filed with the IRS. The Company’s
return for the tax years ending July 31, 2011, 2012 and 2013 are open for assessment and examination by the taxing authorities.

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, 2014 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, 2014 the company had a net capital of $100,417 which is $95,417 in excess of the minimum of $5,000
required and its ratio of aggregate indebtedness to net capital was 0.44 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, 2014

Focus 07/2014 Audit07/2014  Change

Stockholders' equity, July 31,2014 $184,380 $184,380 $0

Subtract - Non allowable assets:

Accounts receivable 57,276 57276 0
Deferred tax asset 20,013 20,013
Other assets 6,674 6,674 0
Tentative net capital 100,417 100417 0
Haircuts: 0 0
NET CAPITAL 100,417 100417 0
Minimum net capital 5,000 5,000
Excess ﬁet capital 95,417 95417 0
Aggregate indebtedness 44,639 44,639 0
Ratio of aggregate indebtedness to net capital 0.44 0.44

There were no noted differences between the audit and focus
filed at July 31, 2014.

The accompanying notes are an integral part of these financial statements



ACE DIVERSIFIED CAPITAL, INC.
July 31, 2014

Schedule IT
Determination of Reserve Requirements
Under Rule 15¢3-3 of the Securities and Exchange Commission

The Company is exempt from the Reserve Requirement of computation
according to the provision of Rule 15¢3-3(k)(2)(ii).

Schedule I
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) exemptive provision

The accompanying notes are an integral part of these financial statements

10
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" BRIAN W, ANSON

Certified Public Accountant
18425 Burbank Blvd,, Suite 606, Tarzana, CA 91356 * Tel. (818) 401-8300 « 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, California

In accordance with Rule 17a-5 (€)(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, 2014, which were agreed to by Ace Diversified Capital, Inc. and the
Securities and Exchange Conmusmon, 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, Tnc.’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, 2014, as
applicable with the amounts reported in Form SIPC-7 for the year ended July 31, 2014 noting no differences;

3. Compared any adjustments reposted 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 niy 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 i 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

September 9, 2014
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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
ACCOUNTING FIRM

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

I have reviewed management’s statements, included in the accompanying Ace Diversified
Capital, Inc. Exemption Report in which (1) Ace Diversified Capital, Inc. identified the
following provisions of 17 C.F.R. §15¢3-3(k) under which Ace Diversified Capital, Inc. claimed
an exemption from 17 C.F.R. §240.15¢3-3; (k) (2) (ii) (the “exemption provision™) and (2) Ace
Diversified Capital, Inc. stated that Ace Diversified Capital, Inc. met the identified exemption
provision throughout the most recent fiscal year without exception. Ace Diversified Capital,
Tne,’s management is responsible for compliance with the exemption provision and its
statements,

My 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 Ace Diversified Capital, Inc,”s compliance with the
exemption provision. A review is substantially less in scope than an examination, the objective
of which is the expression of an opinion on management’s statements. Accordingly, I do not
express such an opinion,

Based on my review, 1 am not aware of any material modifications that should be made to
management’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 Rule 15¢3-3 unden the Securities
Exchange Act 0f 1934,

/ ' %
Brian W, Anson
Certified Public Accountant
Tarzana, California

September 9, 2014
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ACE DIVERSIFIED CAPITAL, INC.

Exemption Report per SEC Rule 17a-5
July 31, 2014

For the purpose of the annual audit and review for the fiscal period ending July 31, 2014,
Ace Diversified Capital, Inc., makes the following statements (“Assertions”):

a. We claim an exemption from the provision of SEC Rule 15¢3-3 under provision
(k)(2)(ii); operating as a fully disclosed broker dealer, and

b. We have met the above identified exemption provision throughout the most recent
fiscal year without exception.
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